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I transmit for recording with the Commission, pursuant to
Section 20c of the Interstate Commerce Act (Act), three executed copies
of each of the following documents:

(a)

.zau

()

Lease Agreement (No. 5), dated as of September 30,
1975, between First National Bank of Louisville,
as Trustee, Lessor and Leslie Coal Mining Company,
Lessee.

Lease Supplement No. 1 (Lease Agreement No. 5),.dated
January 27, 1977, between First National Bank

of Loulsv1lle as Trustee, and Leslie Coal Mlning
Company, Lessee.

Assignment of Lease and Agreement (Leslie Coal
Mining Company Equipment Trust No. 5), dated as of
January 27, 1977, among First National Bank of
Louisville, as Owner Trustee, Leslie Coal Mihing
Company, Lessee, and The Chase Manhattan Bank
(National Association), as Indenture Trustee.

Supplemental Indenture and Security Agreement No. 5
(Leslie Coal Mining Company Equipment Trust No. 5),
dated as of January 27, 1977, between First National
Bank of Louisville, as Owner Trustee, and The Chase
Manhattan Bank (National Association), as Indenture
Trustee. This document is a supplement to the Trust
Indenture and Security Agreement, dated as of Sep-
tember 30, 1975, between First National Bank of
Louisville, as Owner Trustees, and The Chase Manhattan
Bank (National Association), as Indenture Trustee, pre-

viously filed with the Commission, Recordation
NO(:§T§7§C, filed January 15, 1976, 8:50 A.M,
—_
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Secretary
Interstate Commerce Commission -2 - January 27, 1977

It is the intention of Leslie Coal Mining Company (the "Company')
to effect such filings with the Commission only to the extent required,
if at all, to perfect the security interest created by the above documents
in the equipment described below; such recording should not be deemed to
be an admission by the Company that it or any of its operations are under
the jurisdiction of the Commission nor does the Company by this recording
in any way submit to the jurisdiction of the Commission.

The equipment covered by the above documents includes the
following:

Description Manufacturer Serial No.
Mantrip Car W. Va. Armature M100-403
Mantrip Car W. Va. Armature M100-404
Mantrip Car W. Va. Armature M100-410
Mantrip Car W. Va. Armature M100-411
Mantrip Car W. Va. Armature M100-413
Supply Locomotive Greensburg 3242
Supply Locomotive Greensburg 3243

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

Lessee - Leslie Coal Mining Company
1100 Superior Avenue
Cleveland, Ohio 44114

Lessor, Trustees — First National Bank of Louisville
First National Tower
Louisville, Kentucky 40202

Indenture Trustee - The Chase Manhattan Bank
(National Association)

One Chase Manhattan Plaza

New York, New York 10015

There is also enclosed a check for the recordation fee in the
amount of $70.00.

Kindly return to the bearer one counterpart of each document
filed herewith.

Very truly yours,

LESLIE COAL MINING COMPANY

. N it

R. 'H. Chisholm, President

Enclosures



' Futerstate Commeree Commission
Washington, B.L. 20423 1/27476

OFFICE OF THE SECRETARY

R.H. Chisholm

Leslie Coal Mining Co.
1100 Superior Avenue
Cleveland , Ohio 44114

Dear ©Sir:

The enclosed document(s) was recorded pursuant to the
provisions of Section 20(c) of the Interstate Commerce Act,
49 U,S.C. 20(c), on 1/27/77 at 9:05am ,

and assigned recordation number(s) 8678

8678-A
8678-~D Sincerely yours,
8182~1 }
Rébert swald
Secretary
Enclosure(s)

SE-30
(5/76)
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Lease Agreement .
(No. 5)

Dated as of September 30, 1975

BETWEEN

FIRST NATIONAL BANK OF LOUISVILLE,
As Trustee, Lessor

AND

LESLIE COAL MINING COMPANY,
Lessee

THE RIGHTS OF THE LESSOR IN AND TO THIS LEASE HAVE BEEN ASSIGNED, MORTGAGED AND PLEDGED TO,
AND ARE SUBJECT TO A SECURITY INTEREST IN FAVOR OF, THE INDENTURE TRUSTEE UNDER THE TRUST
INDENTURE AND SECURITY AGREEMENT DATED AS OF SEPTEMBER 30, 1975, BETWEEN FIRST NATIONAL BANK
OF LOUISVILLE, AS OWNER TRUSTEES, AND THE CHASE MANHATTAN BANK (NATIONAL ASSOCIATION), AS
INDENTURE TRUSTEE, AS SAID TRUST INDENTURE AND SECURITY AGREEMENT MAY BE AMENDED OR
SUPPLEMENTED FROM TIME TO TIME AS PERMITTED THEREBY. THIS LEASE HAS BEEN EXECUTED IN
SEVERAL COUNTERPARTS OF WHICH THIS IS COUNTERPART NUMBER i% . SEE SECTION 23 FOR INFORMA-
TION CONCERNING THE RIGHTS OF THE HOLDERS OF THE VARIOUS COUNTERPARTS HEREOF AND SEE THE
DISCLAIMER OF REPRESENTATIONS AND WARRANTIES IN SECTION 2(g).
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LEASE AGREEMENT
(No. 5)

This LEASE AGREEMENT (No. 5) (herein called this “Lease”) dated as of September
30, 1975, between FIRST NATIONAL BANK OF LOUISVILLE, a national banking association
organized and existing under the laws of the United States of America, not in its individual
capacity but solely as Trustee under the Trust Agreement hereinafter defined and any institution
which shall act as successor Trustee thereunder (herein called the “Lessor”), and LeSLIE COAL
MINING CoMPANY, a Delaware corporation (herein called the “Lessee”),

WITNESSETH:

SECTION 1. Definitions. The following terms have the following meanings for all purposes of this
Lease and shall be equally applicable to both the singular and plural forms of the terms herein defined:

“Applicable Quarter” means the calendar quarter specified on Schedule I hereto.

“Basic Rent” means during the Original Term for any Item of Equipment the Rent payable
pursuant to Section 3(b) hereof and during any Renewal Term the Rent payable pursuant to Section
15(a) hereof.

“Business Day” means any day other than a Saturday, Sunday or a holiday on which banking
institutions in Kentucky or New York are authorized or obligated by law or executive order to close.

“Capitalized Cost” for each Item of Equipment after the execution and delivery of Lease
Supplement No. 1 means the amount specified therefor in Lease Supplement No. 1. The Capitalized
Cost for each Item of Equipment to be set forth in Lease Supplement No. 1 (and the Capitalized Cost
of each Item of Equipment prior to the execution and delivery of Lease Supplement No. 1) means the
amount payable to Lessee for the purchase of such Item of Equipment pursuant to Section 2(b)
hereof.

“Class A Item of Equipment’ means (i) after the execution and delivery of Lease Supplement
No. 1, each Item of Equipment described in Schedule IA thereto, and (ii) prior thereto each Item of
Equipment of a type or class (A) which the Engineer’s Opinion indicates will have a useful life of at
least 10 years and will have a residual value at the end of 8 years of at least 15% of its Capltahzed
Cost and (B) which does not qualify as a Class B, Class C or Class D Item of Equipment.

“Class B Item of Equipment” means (1) after the execution and delivery of Lease Supplement
No. 1, each Item of Equipment described in Schedule IB thereto, and (ii) prior thereto each Item of
Equipment.of a type or class (A) which the Engineer’s Opinion indicates will have a useful life of at
least 12 years and will have a residual value at the end of 10 years of at least 15% of its Capitalized
Cost and (B) which does not qualify as a Class C or Class D Item of Equipment.

“Class C Item of Equipment” means (1) after the execution and delivery of Lease Supplement
No. 1, each Item of Equipment described in Schedule IC thereto, and (ii) prior thereto each Item of
_Equipment of a type or class (A) which the Engineer’s Opinion indicates will have a useful life of at
least 15 years and will have a residual value at the end of 13 years of at least 15% of its Capitalized
Cost and (B) which does not qualify as a Class D Item of Equipment.

“Class D Item of Equipment’ means ({) after the execution and delivery of Lease Supplement
No. 1, each Item of Equipment described in Schedule ID thereto, and (ii) prior thereto each Item of
Equipment of a type or class which the Engineer’s Opinion indicates will have a useful life of at least

25.5 years and will have a residual value at the end of 23 years of at least 19.10% of its Capitalized
Cost.’

“Closing Date” means the fifteenth day of the month following the Applicable Quarter, or if such
day is not a Business Day, the next following Business Day or such later date in such month as may be
agreed upon by the Lessor and the Lessee.



Section 1 _ i

|
“Code’ means the Internal Revenue Code of 1954, as amended. 5
The term “default” méans any act or occurrence’ Wthh with notice or lapse of Ume, or both,
would consutute an Event of Default under this Lease. . ~

“Easement Agreement’ means the Easement Agreement dated as.of the date hereof bmong the
Lessee, the Lessor, the other Lessors and the Indenture Trustee, as such Easement Agreement may be
supplemented, amended or otherwise modified, from time to time, as permitted thereby and by the
Indenture. .

“Engineer’s Opinion” means the letter of John T. Boyd & Company dated July 22, 1975 filed
with the Ruling Request.

“Equipment” means all the Items of Equipment leased hereunder from time to time.
“Equipment Trust Certificates” has the meaning specified in the Indenture.
“Escrow Account” has the meaning specified in the Indenture. : b

“Escrow Account Termination Date” has the meaning specified in the Indenture ,
|

“Event of Loss with respect to any Item of Equipment means any of the following events with
respect to such Item of Equipment: (i) loss of such Item of Equ1pment or the use thereof due to theft,
disappearance, destruction, damage beyond economical repair or rendition of such Item of Equ1pment
permanently unfit for normal use for any reason whatsoever (including, without limitation, ifii it is not
economically feasible to maintain, use or operate such Item of Equipment in accordance with:Section
6(a) or 7(a) hereof); (ii) any damage to such Item of Equipment which results in an in‘surance
settlement with respect to such Item of Equipment on the basis of an actual or constructive total loss;
(iii) the Taking of such Item of Equipment; or (iv) the declaration by the Lessor that an Event of

Loss has occurred with respect to such Item of Equipment pursuant to Section 7(d) hereof. ,

“Executive Officer” has the meaning specified in the Indenture. '{

“Event of Default” has the meaning specified in Section 12 hereof.

“Fees, Taxes and Other Charges” means all governmental or quasi-governmental fees (mcludmg,
without limitation, license and registration fees), taxes (including, without limitation, income, gross
receipts, franchise, sales, use, property [real or personal tangible or intangible ], interest equahzanon
and stamp taxes), assessments, levies, imposts, duties, charges or withholdings of any hature
whatsoever, together with any and all penalties, fines or interest thereon. ‘

The term “holder of an Equipment Trust Certificate” has the meaning specified in the Indenture
but shall include the Loan Participant so long as it is obligated to purchase any Equipment 'Trust
Certificate pursuant to the Participation Agreement. , ,

“Immediately Available Funds” shall mean federal funds or collected funds 1mmed1ately
available to the recipient thereof

“Indemnified Parties” means the Lessor, each Parumpant the Indenture Trustee, the Trust
Estate, the Indenture Estate and their respective successors, assigns, employees, servants, agents
shareholders and persons that control, are controlled by, or are ‘'under common control wnh the
Lessor, any Participant or the Indenture Trustee. ‘

“Indenture” means the Trust Indenture and Security Agreement dated as of the date hereof
among the Lessor, the Other Lessors and the Indenture Trustee as such Indenture and Secﬁrity
Agreement may be supplemented, amended or otherwise modified from time to time as permx‘tted
thereby. . \

' l

“Indenture Estate” has the meaning defined in the Indenture.

“Indenture Trustee” means The Chase Manhattan Bank (National Association), as Indenture
Trustee under the Indenture and any successor trustee or co-trustees under the Indenture.

2




Section 1

“Instruments of Transfer -and Acceptance” means the instruments in substahtially the form of
Exhibit B hereto delivered to the Lessor by the Lessee pursuant to Section 2(d) hereof.

“Insurance Requirements” means all terms of any insurance policy covering or applicable to all
or any part of the Equipment and required to be maintained by the Lessee pursuant to Section 9
hereof, all requirements of the issuer of any such policy, and all orders, rules, regulations and other
requirements of the National Board of Fire Underwriters (or any other body exercising similar
functions) applicable to or affecting the Equipment or any Item or component part thereof, or the use,
condition, maintenance, repair or operation thereof, the violation of which would result in the
cancellation or avoidance of any coverage under any such policy.

“Interest Guaranty” means the Guaranty and Agreement dated as of the date hereof by the
Lessee to the Indenture Trustee and the Loan Participant, as such Guaranty and Agreement may be
supplemented, amended or otherwise modified from time to time as permitted thereby and by the
Indenture.

“Item of Equipment” or “Item” means (i) after the execution and delivery of Lease Supplement
No. 1 each of the items of mining and related equipment described on the schedules thereto and (ii)
prior thereto each such item accepted hereunder pursuant to an Instrument of Transfer and
Acceptance delivered in accordance with Section 2(d) hereof.

“Landlords Liens” means statutory liens under the laws of the Commonwealth of Kentucky and
contractual liens in either case in favor of the owner of the land or mineral rights therein.

“Lease” means this Lease Agreement, as it may be supplemented, amended or otherwise
modified from time to time as permitted by the provisions hereof and of the Lease Assignment and
the Indenture, including, without limitation, any Lease Supplement applicable hereto, and “herein”,
“hereunder” and “hereof” and other words of similar import refer to this Lease Agreement as a whole
and not to any particular section or subdivision.

“Lease Assignment” means the Assignment of Lease and Agreement in substantially the form of
Exhibit F to the Participation Agreement to be entered into among the Lessor, the Lessee and the
Indenture Trustee, as such Assignment of Lease and Agreement may be supplemented, amended or
otherwise modified from time to time as permitted thereby and by the Indenture.

“Lease Guarantor” means Carolina Power & Light Company, a North Carolina corporation and
any corporation succeeding thereto by way of merger, consolidation or acquisition of all or
substantially all of its assets.

“Lease Guaranty” means the Lease Guaranty and Completion Agreement dated as of the date
hereof, from the Lease Guarantor to the Lessor, the Other Lessors and the Indenture Trustee,
executed and delivered simultaneously herewith, as such Lease Guaranty and Completion Agreement
may be supplemented, amended or otherwise modified from time to time as permitted thereby and by
the Indenture.

“Lease Period” means each of the three month periods beginning on the day following a Rental
Payment Date (or in the case of the first Lease Period, the Closing Date) and ending on the next
following Rental Payment Date.

“Lease Supplement No. 1”’ means Lease Supplement No. 1, in substantially the form of Exhibit A
hereto, to be entered into between the Lessee and the Lessor at the Closing Date.

“Legal Requirements” means all laws, statutes, codes, ordinances, orders, judgments, decrees,
injunctions, rules, regulations, permits, licenses, authorizations, directions and requirements of and
agreements with all governments, departments, commissions, boards, courts, authorities, agencies,
officials and officers, foreseen or unforeseen, ordinary or extraordinary, or arising from any restrictions
or agreements of record, which now or at any time hereafter may be applicable to any Item of

3



Section 1

Equipment or any component part thereof, or any use, condltlon maintenance, repair or operation of
any Item of Equipment or any component part thereof.

“Lessee” means the party defined as such in the first paragraph of this Lease, together with any
corporation succeeding thereto by way of merger, consolidation or acquisition of all or substannally
all of its assets in accordance with the requirements of Section 25. ,

“Lessor” means the party defined as such in the first paragraph of this Lease, together with any
successor Or successors to its rights and obligations as lessor hereunder, including at any time after the
date hereof, the then owner of the Lessor’s interests in the Equipment or any Item thereof.

“Lessor’s Liens” means any Liens or dlsposmon of title which either (i) result from claims
against the Lessor in its individual capacity not related to the Overall Transaction or (u) result from
an affirmative act by the Lessor which is neither consented to in writing by the Lessee nor taken in
connection with any Event of Default. . ;

“Lien” means any mortgage, pledge, lien, charge, encumbrance, lease or security intérest of any
kind, including any conditional sale or other title retention agreement and any lease m'the nature
thereof. 1

“Loan Certificates” means the Loan Certificates issued or to be issued by the Lessor pursuam to
the Indenture. ;

“Loan Participant® means John Hancock Mutual Life Insurance Company. !
“Manufacturer” means for any Item of Equipment the manufacturer or supplier ther%:of.
“Operative Documents™ has the meaning specified in the Participation Agreement. I

“Original Term” means with respect to any Item of Equipment the Original Term for Wthh such
Item is to be leased hereunder pursuant to Section 3(a) hereof. :

“Other Leases” means the 12 Lease Agreements dated as of the date hereof, between ithe lessor

thereunder and the Lessee, each of which Lease Agreements is substantially similar to this Lease.
t

“Other Lessors” means the lessors under the Other Leases. \

“Overall Transaction” means the purchasing, financing and -leasing of the Equiﬁment as
described in’ this Lease, the Lease Guaranty, the Interest Guaranty, the Lease Assignmem the
Participation Agreement, the Trust Agreement, the Easement Agreement, the Indemure,‘ and the
Purchasing Supervisory Agreement. |

“Overdue Interest Rate” means 2% over the hlgher of (1) 10%% or (i1) the base rate of First
National City Bank on 90-day loans to responsible and substantial commercial borrowers as'in effect
from time to time. 2

“Owner Participants” means Citicorp Lescaman, Inc., a Delaware corporation, so long as it shall
not have assigned all its interests pursuant to Article IX of the Trust Agreement and each other person
which may from time to time become an Owner Participant pursuant to the terms of Article IX of the
Trust Agreement and in compliance with Section 8 of the Participation Agreement, if appllc?ble

“Participant” means any Owner Participant or any holder of an Equipment Trust Certificate.

“Participation Agreement” means the Participation Agreement dated as of the date |hereof,

among the Lessee, the Lessor, the Other Lessors, the Indenture Trustee, the Owner Participants, the
Lease Guarantor and the Loan Participant, as such Participation Agreement may be supplemented,
amended or otherwise modified from time to time as permitted thereby. ‘

“Parts” means all appliances, parts, instruments, appurtenances, accessories, furnishings and
other equipment of whatever nature (other than Items of Equipment) which may from time to time
be incorporated or installed in or attached to any Item or ltems of Equipment.

“Permitted Contest” means any contest permitted by Section 5(b) hereof.
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Section 1

The term “person” means any individual, ‘corporation, partnership, joint venture, association,
joint stock company, trust, unincorporated organization or government or any agency or political
subdivision thereof or any other entity.

“Proceeding” means any suit in equity, action at law or other judicial, administrative or
arbitration proceeding. '

“Purchasing Supervisor” has the meaning specified in the Purchasing Supervisory Agreement.

“Purchasing Supervisory Agreement” means the Purchasing Supervisory Agreement, dated as of
the date hereof, among the Lessor and the persons named therein as Purchasing Supervisors, a true
copy of which has been delivered to the Lessee, as such Purchasing Supervisory Agreement may be
supplemented, amended or otherwise modified from time to time as permitted thereby.

“Renewal Term” means with respect to any Item of Equipment any renewal term with respect
thereto entered into pursuant to Section 15 hereof.

“Rent” means Basic Rent and Supplemental Rent.

“Rental Payment Date” means the fifteenth day of each calendar quarter commencing with the
first such day after the Closing Date.

“Responsible Officer” means with respect to any corporation, the Chairman of the Board of
Directors, the President, any Vice President, any Assistant Vice President, the Treasurer, any Assistant
Treasurer, the Controller, the Secretary or any Assistant Secretary; with respect to any partnership,
any general partner thereof; and, with respect to any bank or trust company acting as trustee of an
express trust, the term also includes any Trust Officer or Assistant Trust Officer thereof; and in
addition, in each such case, such term shall include any other person customarily performing functions
similar to those performed by persons who at the time hold such positions.

“Ruling Letter” means the letter of the Chief, Corporation Tax Branch of the Internal Revenue
Service, dated October 17, 1975, and addressed to Citicorp Lescaman, Inc. and Leslie Coal Mining
Company.

“Ruling Request” means the request for income tax rulings, dated May 1, 1975, submitted to the
Commissioner of Internal Revenue, as supplemented or amended.

“Stipulated Loss Value” for any Item of Equipment of any Class on any Rental Payment Date
during its Original Term means the amount determined by multiplying (i) the Capitalized Cost of
such Item of Equipment by (ii) the percentage set forth opposite such Rental Payment Date on the
applicable Schedule II annexed hereto for Items of Equipment of such Class, as adjusted from time to
time pursuant to Section 11 hereof.

The Stipulated Loss Value for any Item of Equipment during any Renewal Term shall be
determined as set forth in Section 15(a) hereof.

“Supplemental Rent” means all amounts, liabilities and obligations (other than Basic Rent)
which the Lessee assumes or agrees to pay hereunder to the Lessor or to whomsoever shall be entitled
thereto, including, without limitation, Termination Values, Stipulated Loss Values and any liquidated
damages payable pursuant to Section 13 hereof.

“Taking” means a taking for a period of 365 consecutive days of the Equipment or any Item or
component part thereof, or any interest therein or right accruing thereto, as the result of or in lieu of or
in anticipation of the exercise of the right of condemnation, nationalization, seizure, confiscation,
requisition or eminent domain pursuant to any law, general or special, or by reason of the temporary
requisition of the use of the Equipment or any Item or component part thereof, by any governmental
authority, civil or military, or any other person legally possessing the power of eminent domain.

“Term” means with respect to any Item of Equipment the Original Term and all Renewal Terms.
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“Termination Value” for any Item of Equipment of any Class on any Rental Payment Date

during its Original Term means the amount determined by multiplying (i) the Capnallzed Cost of

+ such Item of Equipment by (ii) the percentage set forth opposite such Rental Payment Date on the

applicable Schedule III annexed hereto for Items of Equipmient of such Class, as adjusted from time to

time pursuant to Section 11. hereof. i .

The Termination Value for any Item of Equ1pment during any Renewal Term shall be
determined as set forth in Section 15(a) hereof.

1

“Trust Agreement” means the Trust Agreement, dated as of the date hereof, between the Lessor
and the Owner Participants and bearing the same number as this Lease Agreement, as‘isuch Trust
Agreement may be supplemented, amended or otherwise modified from time to time as permitted
thereby and by the Indenture. B

“Trust Estate” has the meaning defined in the Trust Agreement. ;
“Trustee” has the meaning specified in the Trust Agreement. ‘
SECTION 2. Acquisition of Equipment. »_

(a) Agreement to Purchase. The Lessor hereby agrees to purchase from the Lessee, and the Lessee
héreby agrees to sell to the Lessor, all equipment which meets all the following specifications: ; ‘

(1) the equipment was ordered, purchased acquired or constructed by the Lessee for use in
connection w1th its planned coal mine in Pike County, Kentucky;

(ii) the equipment is to become avaxlab]e for use by the Lessor in the Appllcable Qu\arter,

(iii) the equipment is personal property under Kentucky law and is located on thg date of
purchase by the Lessor in Pike County, Kentucky; '

(iv) the equipment qualifies as Class A, Class B, Class C or Class D Equipment; and

(v) the Lessee will be able to make the representations and warranties contained in Sectlon 2(d)
hereof; L
N
provided, however, that (A) the total Capitalized Cost of equipment which the Lessor shall purchase
hereunder and the Lessee shall sell hereunder shall not exceed the aggregate of the amounts whlch the
Owner Participants and Indenture Trustee are obligated under the Participation Agreement to make
available on the Closing Date and (B) the Lessee shall not be required to sell to the Lessor any, Item of
Equipment if, on the date for the delivery of an Instrument of Transfer and Acceptance with respect to
such Item of Equipment, a bill shall be pending before the Congress of the United States|for the
amendment, modification, addition or change in or to any law or regulation the effect of which, in the
opinion of the Lessee, as evidenced in written notice to Lessor, would be likely to preclude any Owner
Participant from being entitled to the tax treatment contemplated by the specific rulings set forth in
paragraphs 1, 2, 11 and 12 of the Ruling Letter. |

l
(b) Purchase Price. The price of each Item of Equ1pment shall be its Capitalized Cost which shall be
equal to the sum without duplication of: i

(i) All amounts paid, payable or reasonably estimated to be payable by the Lessee\lto the
Manufacturer or any contractor or any taxing authority for or in respect of such Item of Equipment
including any applicable sales and compensating use taxes or transportation charges;

(ii) Labor, material, supervision, engineering, overhead and other costs paid, payable or
reasonably estimated to be payable by the Lessee and properly allocable to purchasing such Item of
Equipment, installing and preparing it for use;

(iii) Financing costs including interest, commitment fees and 51m11ar costs paid, payable or
reasonably estimated to be payable by the Lessee and properly allocable to such Item of Equlpmem
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Section 2

(iv) All expenses paid, payable or reasbnably estimated to be payable by the Lessee ‘pursuant to
Section 5(b) of the Participation Agreement and properly allocable to such Item of Equipment; and

(v) Any and all other costs and expenses related to any of the foregoing and normally included
in determining the cost of property in accordance with generally accepted accounting practice, paid,

payable or reasonably estimated to be payable by the Lessee and properly allocable to such Item of
Equipment.

The estimated Capitalized Cost of each Item of Equipment shall be set forth on the Instrument of
Transfer and Acceptance. At least three Business Days prior to the Closing Date the Lessee shall deliver to
the Lessor, the Indenture Trustee and each Participant a certificate certifying the Capitalized Cost of each
Item of Equipment computed as set forth above and setting forth the manner of calculation in reasonable
detail. In the absence of bad faith or gross negligence such certificate shall be conclusive. At least 10
Business Days prior to the Closing Date the Lessee shall have notified the Lessor and the Indenture
Trustee by telephone of the maximum aggregate amount of such Capitalized Costs.

(c¢) Payment of Purchase Price. The amount of the Capitalized Cost for each Item of Equipment shall
become due and payable by the Lessor to the Lessee on the Closing Date; provided, however, that the
Lessor shall not be obligated to pay the Capitalized Cost for any Item of Equipment as to which an Event
of Loss occurs prior to the Closing Date or for any item of equipment which does not conform to the
specifications set forth in Section 2(a) hereof. The Lessor’s obligation to pay the Capitalized Costs for all
Items of Equipment shall be subject to the Owner Participants having made available the full amount of
their investments. contemplated by the Participation Agreement and the Indenture Trustee having
purchased the Loan Certificates. If for any reason the Lessor does not pay the Capitalized Cost of any Item
of Equipment on the Closing Date it will promptly convey to the Lessee, without recourse, representation
or warranty whatsoever except as to the non-existence of Lessor’s Liens, all of its night, title and interest in
and to such Item of Equipment. In any such case the Lessee’s rights under this Lease, including the right to
sue for damages or specific performance for failure to pay such Capitalized Costs, shall continue in effect.
With respect to any Item of Equipment so conveyed to the Lessee, the Lessor and the Owner Participants

shall, if requested by the Lessee, make the election with respect to such Item of Equipment provided for
under Section 48(d) of the Code.

(d) Delivery of Instrument of Transfer and Acceptance. With respect to each Item of Equipment to be
sold hereunder, the Lessee shall deliver to the Lessor prior to the date on which such Item of Equipment is
available for use an Instrument of Transfer and Acceptance in substantially the form attached hereto as
Exhibit B dated the date on which it is delivered and with the schedule thereto appropriately completed.-
The delivery of such Instrument of Transfer and Acceptance with respect to an Item of Equipment shall
serve to transfer title and all rights of ownership to such Item of Equipment to the Lessor and shall also
serve to evidence the delivery to the Lessee of such Item of Equipment for lease hereunder. The Lessee
agrees that by the delivery of an Instrument of Transfer and Acceptance with respect to an Item of

Equipment it shall be deemed to make each of the representations, warranties and agreements set forth
below:

(i) The information contained on the Instrument of Transfer and Acceptance is true and
accurate;

(i1) Such Item of Equipment meets the specifications for an Item of Equipment set forth in
Section 2(a) hereof;

(iii) Such Item of Equipment shall upon acquisition by the Lessor constitute to the Lessor an item
of property (A) with respect to which (x) an investment credit of at least 7% is allowable to the
Lessor under Section 38 of the Code for “new section 38 property”, within the meaning of Section
48(b) of the Code, and (y) the allowance for depreciation may be computed pursuant to either the
double declining balance method, using a rate equal to twice the straight-line rate, or the sum of the
years-digits method, as provided in Section 167(b)(2) and (3) of the Code and (B) which can be
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Section 2 Section 2
depreciated over an asset depreciation period of 8 years pursuant to Revenue Procedure '{2-10, 1972-1
Cum. Bull. 721; g

(iv) Such Item of Equipment prior to its acqu1smon shall not have been put to any use by either
the Lessee or any other person, and upon acquisition and use of such Item of Equ1pmcnt by the
Lessor, the ongmal use of such Item of Equipment will be considered to have commented with the
Lessor; o

(v) Such Instrument of Transfer and Acceptance duly vests in the Lessor good and valld title to
such Item of Equipment free and clear of all Liens and rights of others except only (A) Liens and
other rights of the types referred to in clauses (i) through (viii) of Section 5(a) hereof and (B) in the
case of certain Items of Equipment rights of the Manufacturer to secure payment of the purchase price
thereof, which purchase price shall be paid in full on or prior to the Closing Date; and

! v
(vi) Such Item of Equipment is located in Pike County, Kentucky, the Lessee has examined such
Item of Equipment and it unconditionally and irrevocably accepts such Item of Equlpment for the .

purposes of this Lease, and believes in good faith that it will be able to make on the Closing Date the

representation, warranty and agreement contained in Section 1 of Lease Supplement No.! 1.
|
(e) Remedy for Breach of Certain Representations. The Lessor agrees if any representation or

warranty made by the Lessee in good faith and without gross negligence pursuant to Section 2(d) hereof
or pursuant to Section 2 of Lease Supplement No. 1 (or the same representation and warranty made in or
pursuant to any certificate or document related to the Overall Transaction) proves to be mcorrect it shall
not constitute a default pursuant to Section 12 unless the statement made pursuant to clause 2( a)( 1) hereof
shall prove to be incorrect. If such representation and warranty which proved to be incorrect related to
matters of taxation, the Lessor or any other Indemnified Party shall be compensated or mdemmﬁed in
accordance with Section 11 and if it related to matters other than taxation, the Lessee shall pay to the
Lessor or any other Indemnified Party the damages or other Liabilities (as defined in Section 10 hereof ), if
any, suffered by it by reason of the failure of such representation and warranty to be correct. 'l

I

(f) Assignment of Warranties. The Lessor hereby assigns, without recourse or warranty whatsoever
to the Lessee all warranties, guaranties, the indemnities, express or implied, or similar rights whlch the
Lessor may have against any Manufacturer, seller, engineer, contractor or builder in respect of any Item of
Equipment. Such assignment shall remain in effect so long as no Event of Default shall have occurred and
be continuing or until the end of the Term of such Item of Equipment. The Lessor hereby agrees to
execute_and deliver at the Lessee’s expense such further documents including powers of attornéy as the
Lessee may reasonably request (and which in the good faith judgment of the Lessor, do not adversely
affect a substantial general interest of the Lessor) in order that the Lessee may have the full benefit of the

assignment effected or intended to be effected by this Section 2(f). |

(g) Disclaimer of Representations and Warranties. NEITHER THE LESSOR, THE INDENTURE %I‘RUSTEE
NOR ANY PARTICIPANT WILL BE REQUIRED TO MAKE ANY INSPECTION OF THE EQUIPMENT OR ANY ITEM OR
COMPONENT PART THEREOF, AND THE LESSOR LEASES AND THE LESSEE TAKES THE EQUIPMENT AND EACH ITEM
AND COMPONENT PART THEREOF 4s is, AND THE LESSEE ACKNOWLEDGES THAT NEITHER THE LESSOR (V\l"HETHER
ACTING AS LESSOR' HEREUNDER OR IN ANY OTHER CAPACITY), THE INDENTURE TRUSTEE NOR ANY
PARTICIPANT HAS MADE, NOR SHALL ANY THEREOF BE DEEMED TO HAVE MADE, ANY REPRESENTATION OR
WARRANTY, EXPRESS OR IMPLIED, AS TO THE TITLE, VALUE, COMPLIANCE WITH SPECIFICATIONS, CONDITION,
merchantability, DESIGN, QUALITY, DURABILITY, OPERATION OR fitness for use or purpose OF THE ElePMENT
OR ANY ITEM OR COMPONENT PART THEREOF, OR ANY OTHER REPRESENTATION OR WARRANTY WHATSOEVER,
EXPRESS OR IMPLIED, WITH RESPECT TO THE EQUIPMENT OR ANY ITEM OR COMPONENT PART THEREOF OR
OTHERWISE, IT BEING AGREED THAT ALL RISKS INCIDENT THERETO ARE TO BE BORNE BY THE LESSEE. |IN THE
EVENT OF ANY DEFECT OR DEFICIENCY IN THE EQUIPMENT OR ANY ITEM OR COMPONENT PART THEREQF, OF
ANY NATURE, WHETHER PATENT OR LATENT, NEITHER THE LESSOR, THE INDENTURE TRUSTEE NOR ANY
PARTICIPANT SHALL HAVE ANY RESPONSIBILITY OR LIABILITY WITH RESPECT THERETO. THE PROVISIONS OF
THIS SECTION 2(G) HAVE BEEN NEGOTIATED, AND THE FOREGOING PROVISIONS ARE INTENDED 'ro BE A
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Sections 2,3 .

COMPLETE EXCLUSION AND NEGATION OF ANY WARRANTIES BY THE LESSOR, THE INDENTURE TRUSTEE OR ANY
PARTICIPANT, EXPRESS OR IMPLIED, WITH RESPECT TO THE EQUIPMENT OR ANY ITEM OR COMPONENT PART
THEREOF, WHETHER ARISING PURSUANT TO THE UNIFORM COMMERCIAL CODE OR ANY OTHER LAW NOW OR
HEREAFTER IN EFFECT, OR OTHERWISE.

(h) Removal of Lessor’s Liens. The Lessor agrees that during the Term with respect to each Item of
Equipment it will not create or suffer or permit to be created, and that it will promptly remove, discharge

or bond or cause to be removed, discharged or bonded, any Lessor’s Liens on such Item or component part
thereof.

SECTION 3. Term and Rent.

(a) Original Term. Except as otherwise provided herein, the Original Term for each Item of
Equipment of each Class shall commence on the date it is delivered to the Lessee hereunder and shall end
on the respective anniversaries of the fifteenth day of the month following the Applicable Quarter.

Class A Equipment—Eighth Anniversary

Class B Equipment—Tenth Anniversary

Class C Equipment—Thirteenth Anniversary
Class D Equipment—Twenty-third Anniversary

(b) Basic Rent. The Lessee agrees to pay to the Lessor Basic Rent for each Item of Equipment leased
hereunder throughout the Term of such Item of Equipment in quarterly instalments payable on each
Rental Payment Date, each such instalment to cover the immediately preceding Lease Period. For each
Item of Equipment of each Class the amount of each instalment of Basic Rent payable during the Original
Term of such Item of Equipment expressed as a percentage of the Capitalized Cost of such Item of

Equipment is set forth on Schedule I hereto. Such percentages shall be subject to adjustment pursuant to
Section 11 hereof.

(c) Supplemental Rent. The Lessee also agrees to pay to the Lessor, or to whomsoever shall be
entitled thereto, any and all Supplemental Rent promptly as the same shall become due and owing, and in
the event of any failure on the part of the Lessee to pay any Supplemental Rent, the Lessor shall have all
rights, powers and remedies provided for herein or by law or equity or otherwise in the case of non-
payment of Basic Rent. The Lessee will also pay to the Lessor, on demand, as Supplemental Rent, to the
extent permitted by applicable law, interest at the Overdue Interest Rate on any part of any instalment of
Basic Rent not paid when due for any period for which the same shall be overdue and on any payment of
Supplemental Rent not paid when demanded by the Lessor for such period.

(d) Minimum Basic Rent, Stipulated Loss Values and Termination Values. Anything to the contrary
notwithstanding, under any circumstances and in any event, (i) the aggregate Basic Rent for all Items of
Equipment payable hereunder on each Rental Payment Date shall be an aggregate amount at least
sufficient to pay in full the aggregate amount of the quarter-annual instalment payments, containing both
principal and interest, due and payable on the Loan Certificates on such date, (ii) the aggregate Basic
Rent for all Items of Equipment payable hereunder on each Rental Payment Date occurring after the
Escrow Account Termination Date, together with the aggregate basic rent for all items of equipment
payable under the Other Leases on such date, shall be an aggregate amount at least sufficient to pay in full
the aggregate amount of the quarter-annual instalment payments, containing both principal and interest,
due and payable on the Equipment Trust Certificates on such date, (iii) the aggregate Stipulated Loss
Values that would be payable hereunder on each Rental Payment Date in connection with Events of Loss
(or the exercise of the purchase options pursuant to Section 14(b) or 14(c) hereof) with respect to all
Items of Equipment and the aggregate Termination Values that would be computed hereunder as of such
date in connection with a termination of this Lease with respect to ail Items of Equipment pursuant to
Section 14(a) hereof shall, respectively, each be an aggregate amount at least sufficient to pay in full the
aggregate unpaid principal amounts of the Loan Certificates on such date (after giving effect to the
payment of the quarter-annual instalment payments due and payable on the Loan Certificates on such
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date), and (iv) the aggregate Stipulated Loss Values that would be payable hereunder on each Rental
Payment Date occurring after the Escrow Account Termination Date in connection with Events of Loss (or
the exercise of the purchase options pursuant to Section 14(b) or 14(c) hereof ) with respect to all Items of
Equipment, together with the aggregate stipulated loss values that would be payable undeir the Other
Leases on such date in connection with events of loss (or the exercise of purchase options pursuant to
section 14(b) or 14(c) thereof) with respect to all items of equipment leased thereby, and the aggregate
Termination Values that would be computed hereunder as of such date in connection with a termination of
this Lease with respect to all Items of Equipment pursuant to Section 14(a) hereof, together with the
aggregate termination values that would be computed under the Other Leases as of su'ph date in
connection with a termination of the Other Leases with respect to all items of equipment leased thereby
pursuant to section 14(a) thereof, shall, respectively, each be an aggregate amount at least sufficient to pay
in full the aggregate unpaid principal amounts of the Equipment Trust Certificates on such date (after
giving effect to the payment of the quarter-annual instalment payments due and payable on the Equipment
Trust Certificates on such date). i

SECTION 4. Return of Equipment. ,

(a) Condition upon Return. Each Item of Equipment shall be returned to the Lessor in a\'ccordance
with this Section 4: (i) at the end of the Term with respect to such Item, and (ii) upon any other
termination of this Lease with respect to such Item, unless the Lessor is then required to convey its right,
title and interest in and to such Item to the Lessee, in which event such Item need not be retﬁrQed to the
Lessor. Upon the return of any Item of Equipment, such Item of Equipment shall be in the condition and
repair required to be maintained under Section 7 hereof and shall be free of Liens (except Ifor Liens
permitted by clauses (i) [other than the rights of the Lessee under this Lease] and (iii) of Section 5(a)
hereof) and shall conform to, and be capable of being operated for its intended use in conformity with, all
applicable Legal Requirements. Upon the return of any Item of Equipment, the Lessee shall deli\‘{er to the
Lessor any manuals, data, maintenance and other necessary records in the Lessee’s possession relating to
such Item of Equipment. Regardless of the manner in which any Item of Equipment may be attached or
connected to any real property and regardless of any damage that might occur in the removal of t:he Item,
each such Item shall at all times be personal property for all purposes. No attachment or connéction of
any Item of Equipment to any real property, regardless of the manner of attachment or connection and
regardless of any damage that might occur in the removal of the Item, shall in any way adversely affect the
Lessor’s rights under this Section 4. \

(b) Location upon Return. Each Item of Equipment required to be returned to the Lessor tS‘hall be
returned to the Lessor in Pike County, Kentucky at a location suitable for storing such Item of Equipment
designated at least 90 days prior to the date of return by the Lessee in writing to the Lessor. If the Lessee
shall fail to return any Item of Equipment in accordance with this Section 4 by the date requir'led, the
Lessee shall pay to the Lessor for the period until such Item of Equipment is so returned Basic Rent at the
same rate as the Basic Rent for the Lease Period immediately prior to the end of its Term or suchiearlier
termination date, as the case may be, in addition to any other damages the Lessor may suffer. ;

: |

(¢) Expense of Transportation. If requested in writing by the Lessor in respect of any Iﬁem of
Equipment, the Lessee shall at its own expense properly package or otherwise suitably prepare for
transportation such Item of Equipment and load it aboard a railroad or other common carrier reasc’?nably
designated by the Lessor. The Lessor shall have the right to make such request with respect to any Itlem of
Equipment at any time prior to 105 days after the redelivery of such Item of Equipment. Except as
provided in the next sentence, the Lessee shall not be responsible for transportation costs once placed
aboard. If, in respect of any Item of Equipment, the Lessor (1) publicly offers such Item of Equipment for
sale or lease and (ii) does not receive any bids to purchase such Item of Equipment for cash from a
responsible person (which may be the Lessee) or to lease such Item of Equipment from a respoﬁsible
lessee (other than the Lessee or any affiliate thereof ), then the Lessee shall reimburse the Lessor for the

transportation costs incurred by it to any place in the continental United States except Alaska.
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(d) Aid in Lease or Sale. If the Lessee does not exercise its option to renew referred to in Section 15
hereof with respect to any Item of Equipment, the Lessee agrees that during the last six months of the
Term of such Item of Equipment it will cooperate in all reasonable respects with efforts of the Lessor to
lease or sell such Item of Equipment. Such cooperation will include keeping the Lessor informed of the
location of such Item of Equipment and aiding potential lessees or buyers to inspect and test such Item
provided that the Lessee shall not be required for such purpose to materially interfere with the use of such
Item or incur out-of-pocket expenses for which it is not reimbursed.

(e) Storage. Upon return of any Item of Equipment, the Lessee will provide free storage facilities at
the place of return for a period of up to 105 days and thereafter the Lessee will provide storage facilities
for a reasonable storage charge; provided, however, that upon 30 days’ prior written notice to the Lessor,

the Lessee may require the Lessor to remove such Item of Equipment at any time after 210-days after the
date of its return.

SECTION 5. Liens; Permitted Contests.

(a) Liens. The Lessee will not, directly or indirectly, create, incur, assume or suffer to exist any Lien
on or with respect to any Item of Equipment, title thereto or any interest therein or in this Lease, except (i)
the respective rights of the Lessor, the Lessee, the Indenture Trustee and the Participants as provided in
this Lease and the documents contemplated hereby, (ii) Liens specifically permitted by the terms of this
Lease, (iii) Lessor’s Liens, (iv) Liens for taxes either not yet due or which are the subject of a Permitted
Contest, (v) Landlords’ Liens affecting Lessee’s interest in the Equipment and materialmen’s, mechanics’,
workmen’s, repairmen’s, employees’ or other like Liens arising in the ordinary course of business in each.
such case securing obligations which are not delinquent or are bonded or the enforcement of which has
been suspended or which are the subject of a Permitted Contest, (vi) Liens arising out of judgments or
awards or attachments against the Lessee which have been bonded or which are the subject of a Permitted
Contest, (vii) Liens on or with respect to any Item of Equipment arising after such Item of Equipment has
been returned to the Lessor pursuant to the terms hereof unless caused by events or circumstances which
occurred prior to such return or by acts or omissions of the Lessee while such Item of Equipment is being
stored by the Lessee pursuant to Section 4(e) hereof, and (viii) Liens or dispositions of title which either
result from claims against the Indenture Trustee in its individual capacity not rélated to the Overall
Transaction or result from an affirmative act by the Indenture Trustee which is neither consented to in
writing by the Lessee nor taken in connection with any Event of Default. The Lessee will promptly, at its
own expense, take such action as may be necessary to duly discharge or bond or eliminate any such Lien
not excepted above if the same shall arise at any time.

(b) Permitted Contests. If no Event of Default shall be continuing, the Lessee shall not be required,
nor shall the Lessor have the right without prior consultation with the Lessee, to discharge or remove, as
the case may be, any Lien on or against the Equipment or any Item or component part thereof, or comply
with any Legal Requirements, or pay any charge or other amount the Lessee may be obligated to pay to
any person other than an Indemnified Party pursuant to the terms hereof, so long as the Lessee shall at its
own expense contest the existence, amount, applicability, extent or validity thereof in good faith by an
appropriate Proceeding timely instituted which shall operate to prevent the collection or satisfaction of the
Lien so contested, and the sale or forfeiture of the Equipment or any Item or component part thereof (or of
any amounts payable by the Lessee hereunder) to satisfy the same or otherwise resulting from such non-
compliance, and which shall not in the reasonable judgment of either the Lessor or the Indenture Trustee
materially affect the rights or interests of the Lessor, the Indenture Trustee or any Participant or result in
the occurrence of an Event of Default; provided, however, that the Lessee shall have given such security as
may be required in the Proceeding and such reasonable security as may be demanded by either the Lessor
or the Indenture Trustee or both to insure such payment and to prevent any sale or forfeiture of the
Equipment or any Item or component part thereof by reason of such nonpayment or noncompliance; and,
provided further, that neither the Lessor, the Indenture Trustee nor any Participant would be in any danger
of criminal liability, or other liability or obligation for which no indemnification is provided hereunder, by
reason of such nonpayment or noncompliance. The Lessee shall notify the Lessor and the Indenture
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Trustee of any such Proceeding at which the amount in contest exceeds $250,000 within 10 déjs after the
commencement thereof, and shall describe such Proceeding in reasonable detail. The Lé§sor hereby
agrees to execute and deliver at the Lessee’s expense such documents including powers of attf?méy as the
Lessee may reasonably request (and which in the good faith judgment of the Lessor do n(‘?t adversely
affect a substantial general interest of the Lessor) in order that the Lessee shall be enabled elﬂ'ectively to
conduct any such Proceeding. The Lessee shall promptly pay any valid final judgment enforcin?g any such
Lien and cause the same to be satisfied of record. Any Supplemental Rent which is being contested as
permitted by this Section 5(b) shall not be deemed to be due for purposes of this Lease.

SECTION 6. Use; Location; Possession, Registration of Title; Marking. \

(a) Use. The Lessee will permit each Item of Equipment to be used only for lawful business purposes
by qualified personnel and for a purpose for which such Item of Equipment was designed. The Lessee will
operate or cause to be operated each Item of Equipment in accordance with the best mining practice in
similar coal fields in the Commonwealth of Kentucky and in compliance with all applicable! Insurance
Requirements. The Lessor and the Lessee intend, regardless of the manner in which any Item may be
attached or connected to any real estate and regardless of any damage that might occur in the removal of
such Item, that (i) such Item shall at all times be personal property under the laws of the jildsdiction
where it is located, (ii) such Item shall not become or be-deemed to be a part of any real property or a
permanent accession to any real property and (iii) such Item shall at all times remain the personal
property of the Lessor severable from any real property to which it may have been attached or connected,
and the Lessee agrees it will not attach or affix any Item of Equipment to real property in such a manner as
to cause it to become real property under applicable law. !

(b) Location. The Lessee shall not permit any Item of Equipment to be located outside the
continental United States at any time, but within the continental United States and subject to compliance
with Section 26 hereof, the Lessee shall have the right, without the prior consent of the Lessor and the

Indenture Trustee, to relocate and operate any Item of Equipment during its term at any location.

(c) Sublease; Possession. Unless a default or an Event of Default shall have occurred! and be
continuing, the Lessee may without the prior written consent of the Lessor and the Indenture Trustee
sublease any Class A Item of Equipment; provided, however, that the rights of any sublessee pur’puant to

_such sublease shall be subject and subordinate to all the terms of this Lease, and any agreement relating to
such sublease shall be made expressly subject and subordinate to all terms of this Lease and ziny such
sublease shall not affect, reduce or relieve Lessee of any of its obligations hereunder or reduce, elininate or
otherwise adversely affect any rights or remedies of the Lessor hereunder, and all obligations of the Lessee
hereunder shall continue in full effect as the obligations of a principal and not of a guarantor or surety, to
the same extent as though no such sublease had been entered into. The Lessee shall within 10 days after
the execution and delivery of any sublease give notice to the Lessor and the Indenture Truste¢ of the
existence and term of such sublease and of the name and address of the sublessee. The Lessee’ hereby
assigns to the Lessor as collateral security all rents and other sums of money payable under ar‘;y such
sublease, including the right to collect all such rents and other sums upon the occurrence and during the
continuance of an Event of Default, such rents and other sums of money as collected to be applied to the
discharge of the Lessee’s obligations hereunder.. Except as specified above, the Lessee will not sublgase or
otherwise deliver, transfer or relinquish possession of any Item of Equipment except for temporary periods
for the purpose of repair or maintenance. \

t
(d) Registration of Title. To the extent that title to any Item of Equipment such as an item of
. . . . . . . N b
transportation equipment is evidenced by a certificate of title, the Lessee agrees at its own expense to cause
each such certificate of title to designate the Lessor as the registered owner of such Item of Equipment.

(e) Marking. The Lessee agrees to place on each Item of Equipment in a conspicuousllplace
identification plates bearing the inscription “Owned by First National Bank of Louisville, as Qwner
Trustee, Lessor, and subject to a security interest in favor of The Chase Manhattan Bank (Na‘tional
Association), as Indenture Trustee. Any sale of this property may be in violation of said security interest.”
The Lessee shall maintain such plates throughout the Term with respect to such Item. \
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Section 7
SECTION 7. Maintenance and Repair; Reﬂébé‘rhe'ht.

(a) Maintenance. The Lessee, at its own expense, will keep and maintain, or cause to be kept and
maintained, each Item of Equipment (other than an Item of Equipment as to which an Event of Loss has
occurred ) in good working order and repair and fit to be used for its intended use, ordinary wear and tear
excepted, and in conformlty with all Legal Requirements and Insurance Requirements, and will provide
all maintenance and service and make all repairs necessary for such purpose. The Lessor shall not be
obliged in any way to maintain, alter, repair, rebuild, or replace any Item of Equipment, and the Lessee

expressly waives the right to perform any such action at the expense of the Lessor pursuant to any law at
any time in effect.

(b) Replacement. If any Parts which were originally incorporated or installed in or attached to an
Item of Equipment at the time of delivery thereof hereunder (herein called “Original Parts”), or any Parts
in replacement of or substitution for Original Parts, shall become worn out, lost, stolen, destroyed,
damaged beyond repair or otherwise permanently rendered unfit for use, the Lessee, at its own expense,
shall promptly replace such Original Parts or Parts, or cause the same to be replaced, by replacement Parts
which are either new or have a useful life at least equal to the remaining estimated useful life of such Item
of Equipment, which are free of all Liens not permitted by this Lease and which are in as good an
operating condition as, and have a value or utility at least equal to, the Parts replaced assuming such
replaced Parts were in the condition and repair required to be maintained by the terms hereof;, provided,
however, that the Lessee shall have the right to install temporary replacement Parts pending completion of
permanent repairs or installation of permanent replacement Parts, in which event the ‘Lessee shall install
replacement Parts meeting the requirements for replacement Parts set forth in this Section 7(b) or shall
cause such temporary replacement Parts to meet such requirements as soon as reasonably possible and in
any event within the earlier of twelve (12) months from the date of the installation of such temporary
replacement Parts or the date of expiration or other termination of the Term of such Item of Equipment.
All such replacement Parts shall immediately, without further act, become the property of the Lessor and
part of the Item of Equipment into which such replacement Parts are incorporated or installed for all
purposes hereof; but the Parts replaced thereby shall no longer be the property of the Lessor.

(c) Alterations, Modifications and Additions. The Lessee may at its expense from time to time make
such alterations, modifications and additions to any Item of Equipment as the Lessee may deem desirable
in the proper conduct of its business; provided, however, that no such alteration, modification or addition
shall diminish the value or utility of any Item of Equipment, or impair the condition thereof, below the
value, utility or condition thereof immediately prior to such alteration, modification or addition assuming
such Item of Equipment was then of the value and utility and in the condition and repair required to be
maintained by the terms of this Lease. Title to all Parts resulting from any such alteration, modification or
addition shall, without further act, vest in the Lessor; provided, however, that so long as no default or Event
of Default shall have occurred and be continuing, the Lessee may at any time (and shall prior to return to
the Lessee) remove any Part from any Item of Equipment if (i) such Part is in addition to, and not in
replacement of or substitution for, any Original Part or any Part in replacement of, or substitution for, any
Original Part and (ii) such Part can be removed from such Item of Equipment without diminishing or
impairing the value and utility or condition and repair which such Item of Equipment would have had at
such time had such alteration, modification or addition not occurred. Any Part described in the proviso to
the preceding sentence removed by the Lessee shall cease to be the property of the Lessor.

(d) Engineer’s Certificate. Prior to January 31, 1979, the Lessee shall deliver to the Lessor and the
Indenture Trustee an opinion of a qualified engineer appointed by the Lessee and acceptable to the Lessor
and the Indenture Trustee (who shall be an independent engineer if requested by either the Lessor or the
Indenture Trustee) to the effect that such engineer has examined, or caused to be examined under his
supervision, the Equipment and the Lessee’s records relating thereto and that either (i) substantially all
the Equipment is capable of performing substantially as intended under normal operating conditions or
(it) separately listing the Equipment which does and does not perform substantially as intended and
setting forth in reasonable detail the deficiencies with the latter list of Equipment (herein called the
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Sections 7,8

“Deficient Equipment”) and whether the deficiencies of the Deficient Equipment are"eco’nomically
susceptible of being corrected. Either the Lessor or the Indenture Trustee may at its option by written
notice to the Lessee declare that an Event of Loss has occurred with respect to any Item of Deficient
Equipment the deficiencies of which either (A) such Engineer’s Certificate has stated to be not
economically susceptible of correction or (B) have not been corrected within nine months after the date of
such Engineer’s Certificate.

SECTION 8. Event of Loss; Awards and Payments.

(a) Event of Loss. Upon the occurrence of an Event of Loss with respect to any Item of Equipment,
the Lessee shall give the Lessor and the Indenture Trustee written notice of such Event of Loss within 30
days after obtaining knowledge thereof, which notice shall specrfy the circumstances causing such Event of
Loss and the Lessee shall pay to the Lessor, on the Rental Payment Date next succeeding the giving of
such notice by at least 30 days, (i) the Stipulated Loss Value for such Item of Equipment oomputed as of
such Rental Payment Date; (ii) all other Rent with respect to such Item of Equipment due on or prior to
such Rental Payment Date (including the installment of Basic Rent due on such date), and (iii) any
reimbursement for Fees, Taxes and Other Charges required by Section 11 hereof. In the event of payment
in full of such amounts, the obligation of the Lessee to pay Basic Rent hereunder with respect to such Item
of Equipment in respect of Lease Periods after such Rental Payment Date shall cease, and 1f there is no
continuing Event of Default the Lessor will convey-to the Lessee, without recourse, representatwn or
warranty whatsoever except for the non-existence of Lessor’s Liens, all the Lessor’s right, title and interest,
if any, in and to such Item of Equipment and any payments or rights to payment from any person relating
thereto (other than from any insurance maintained by the Lessor or any Participant).

(b) Insurance Payments. The Lessor and the Indenture Trustee shall have the nght (but no
obligation) to participate fully in any negotiation or Proceeding ifi connection with the settlement of any
claim in respect of any insurance required to be maintained by the Lessee pursuant to this Lease and the
Lessee will pay all costs, fees and expenses incurred in connection therewith. Any payment recetved by the
Lessor as the proceeds of insurance maintained. by the Lessee, less any expenses paid by the Lessor in
connection therewith is herein referred to as the “Net Insurance Proceeds”. The Lessee’s oblngauons under
this Lease to maintain and repair the Equipment shall not be affected by the availability or sufﬁcrency of
any Net Insurance Proceeds, but, if there is no continuing Event of Default, the Lessor will pay or make
reimbursement for the expense of repairing any damage to the Equipment or any Item or component part
thereof resulting from any event not an Event of Loss which results in an insurance settlement with respect
to the Equipment or any Item or component part thereof from and to the extent of the Net Insurance
Proceeds received by the Lessor in connection therewith. Any such payments or reimbursements shall be
made to the Lessee, or as it may direct, in an amount not more than the excess of the total amounts paid or
obligations incurred in connection with such repair over the amounts previously paid or reimbursed by the
Lessor. Such payments or reimbursements shall be made upon receipt by the Lessor of a request therefor,
signed by an Executive Officer of the Lessee, certifying in reasonable detail as to the satlsfactron of the
conditions for such payment or reimbursement and specifying the persons to whom such amounts are to be
paid. If there is no continuing Event of Default and after receipt.of satisfactory evidence of completron of
such repair, any balance of any such Net Insurance Proceeds remaining after all such payments and
reimbursements shall be paid over to, or retained by, the Lessee. If the cost of such repair shall exceed the
amount of the Net Insurance Proceeds in connection therewith, the deficiency shall be paid by the Lessee
Any Net Insurance Proceeds received by the Lessor as the result of the occurrence of an Event of Loss with
respect to the Equipment or any Item shall, after payment by the Lessee of all amounts required to be paid
by it pursuant to Section 8(a) hereof, be paid over by the Lessor to the Lessee; provided, however, that if
any such proceeds are received or held during the continuance of an Event of Default, such proceeds may
be retained by the Lessor or the Indenture Trustee as security for, and applied toward the sattsfactton of,
any amounts to which the Lessor or the Indenture Trustee may be entitled hereunder, and, if such E\(ent of
Default is cured or waived, such amounts not so applied shall thereupon be paid over to the Lessee For
the purposes of this Section 8(b), (i) any portion of any Net Insurance Proceeds received by the Indenture
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-Sections 8, 9

Trustee shall be deemed to have been received by the Lessor and (ii) if the Indenture Trustee pays over
or credits to the Lessee any portion of any Net Insurance Proceeds, the amount so paid or credited shall be
deemed to be a payment or reimbursement by the Lessor. :

N 2
r [

(c) Awards in Case of Taking. The Lessor and the Indenture Trustee shall have the rlght (but no
obligation) to participate fully in any negotiation or Proceeding to fix the amount of compensanon payable
in respect of any Taking and the Lessee will pay all costs, fees and expenses incurred in connection
therewith. All amounts paid pursuant to an agreement entered into in lieu of or in anticipation of any
Taking shall be deemed to constitute compensation in respect of such Taking. The Lessor and the Lessee
agree that this Lease shall control the rights of the Lessor and the Lessee in any compensation or award on
account of any Taking, and any contrary provision of any present or future law is hereby waived. Any
payment received by the Lessor as compensation for any Taking, less any expenses paid by the Lessor in
connection therewith, is herein referred to as the “Net Taking Proceeds”. All Net Taking Proceeds
received by the Lessor shall, after payment by the Lessee of all amounts required to be paid by it pursuant
to Section 8(a) hereof, be paid over by the Lessor to the Lessee; provided, however, that if any such
proceeds are received or held during the continuance of an Event of Default the Lessor may retain such
payments as security for, and apply such proceeds toward, the satisfaction of any amounts to which the
Lessor may be entitled hereunder and, if such Event of Default is cured or waived, any such amounts not
so applied shall thereupon be paid over to the Lessee. Any amount paid as compensation for a taking of
temporary use of the Equipment or any Item or component part thereof shall be the propeity of the Lessee,
and, if any such payment is made to the Lessor, the Lessor shall promptly pay over such amount to the
Lessee so long as there is no continuing Event of Default. Any portion of any such payment for the taking
of temporary use which is allocable to a period after the end of the Term with respect to the Equipmerit or
any Item or component part thereof shall be the property of and shall be promptly paid to the Lessor. For
the purposes of this Section 8(c), (i) any portion of any Net Taking Proceeds received by the Indenture
Trustee shall be deemed to have been received by the Lessor, and (ii) if the Indenturé Trustee pays over
or credits to the Lessee any portion of any Net Taking Proceeds, the amount so paid. or credited shall be
deemed to be a payment or reimbursement by the Lessor. "

SECTION 9. Insurance.

(a) Coverage Required. The Lessee will, at all times during the Term with respect to any Item,
maintain insurance of the following character: v :

(1) Insurance against loss by fire and lightning and insurance against risks customarily covered by
the Standard Extended Coverage Endorsement, including but not limited to loss by windstorm, hail,
explosion, riot (including riot attending a strike), civil commotion, aircraft, vehicles, smoke damage,
and vandalism and malicious mischief in amounts sufficient to prevent the Lessor or the Lessee from
becoming a co-insurer of any loss under the applicable policies, but in any event in amounts not less
than the aggregate, as of the next Basic Rent Payment Date, of Stipulated Loss Values of all Items of
Equipment and stipulated loss values of all items of equipment leased under the Other Leases.

(ii) leference in conditions or All Risk Insurance in an amount of at least $10,000,000 w1th
respect to the Equipment and all equipment leased under the Other Leases. :

(iii) Explosion insurance in respect of any transformers and certain of the electrical equipment,
boilers, pressure systems and similar apparatus constituting a part of the Equipment, if any, and
customarily covered by such insurance, in an amount not less than $5,000,000. '

(iv) All Risk Insurance in respect of Equipment located underground in :an amount of at least
$1,000,000 with respect to the Equipment and all equipment leased under the Other Leases.

(v) Public liability insurance (Comprehensive, Automobile and General) against claims for
bodily injury, death or property damage, such insurance to afford coverage not less than $25,000,000
per occurrence.
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i

(vi) The Lessee shall comply and cause all persons operating any Item to comply, with
applicable workmen’s compensation, disability (if any) and similar laws relating to its operations
wherever located and shall maintain insurance coverage, or an adequately funded self-insurance
program, to the extent required by law.

f

(vii) Other insurance in amounts and against risks customarily insured against by companies
comparable to the Lessee in respect of similar equipment and any event in at least such amounts and
against such risks as are customarily maintained by the Lessee on similar equipment owned or
operated by the Lessee.

(viii) Increased amounts of the above-described insurance to the extent that such increased
amounts are either (A) customarily maintained by companies comparable to the Lessee!in respect of
similar equipment or (B) maintained by the Lessee on similar equipment owned or operated by the

Lessee. \

(ix) Such increased insurance (as to risks covered, policy amounts of the abo'ye-described
insurance, policy provisions or otherwise) related to the Project or the Lessee in connection with the
Overall Transaction as either the Lessor or the Indenture Trustee or both may from time to time
reasonably request and as shall be obtainable at commercially reasonable rates, provzded however,
that the Lessee shall have a reasonable time to obtain any insurance required by ;hls Section

9(a)(ix).

(b) Policies. Such policies may provide for deductible amounts consistent with those pro{dded for in
policies maintained by the Lessee on similar equipment owned or operated by the Lessee andireasonably
satisfactory to the Lessor and the Indenture Trustee. In addition, with the prior written consent of the
Lessor and the Indenture Trustee, the Lessee may in lieu of any of the above insurance self-insure to the
extent and under the conditions specified in such consent. Such insurance shall be written by companies of
recognized financial standing satisfactory to the Lessor and the Indenture Trustee, all policies shall name
as the insured parties thereunder the Lessor, as the owner of the Equipment, the Lessee, the' Indenture
Trustee and each Participant as their interests may appear, except that the policies carried p"prsuant to
Sections 9(a)(i), (ii), (iii) and (iv) hereof, may provide that any loss in the amount of $250,000 or less
shall be payable directly to the Lessee. Such insurance may be obtained by the Lessee by endorsement on
the blanket insurance policies of one of its shareholders, provided that such blanket policies satisfy the
requirements specified in this Section 9, and in the case of the requirements specified in Sections 9(a)(i),
(ii), (iii) and (iv) hereof, provide for a reserved amount thereunder with respect to the Equipment so as
to assure that the required amount of such insurance will continue to be available with respect to the
Equipment notwithstanding any losses with respect to other property covered by such blanket ipsurance.

. (¢) Claims, Contests, Etc. Insurance claims by reason of damage to or destruction of any part of the
Equipment may be adjusted by the Lessee and the policies required hereunder may so provide. Neither
the Lessor nor the Indenture Trustee shall be responsible for any premium or required to incur any expense
under any policy of insurance or to prosecute (but may do so at its option) any claim against any insurer or
to contest any settlement proposed by any insurer, provided that the Lessee may prosecute any such claim
or contest any such settlement and in such event the Lessee may bring any such prosecution or contest in
the name of the Lessor, the Lessee or both. The Lessor will join in such prosecution or contest at the
Lessee’s request, provided that the Lessee shall indemnify the Lessor against all costs, habxh}ues and
expenses in connection with such prosecution or contest. !

(d) Endorsement. Every such insurance policy (other than general public liability or warkmen ’s
compensation insurance policies) shall bear a first mortgage endorsement in favor of the Indenture
Trustee, and loss under -any such policy in excess of $250,000 shall be made payable to the Indenture
Trustee, but any recoveries under any such policies received by the Indenture Trustee shall be apphed by
the Indenture Trustee as provided in the Indenture and this Lease Agreement. Every such i msurance policy
shall contain an agreement by the insurer that it waives all rights of subrogation against the Lessee, the
Lessor, the Owner Participants and the Indenture Trustee, that it will give 30 days’ prior written n‘otlce of
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suspension, cancellation, termination, non-renewal or lapse of coverage to the Lessor, the Lessee, the
Owner Participants and the Indenture Trustee, and that any loss thereunder shall be payable notwithstand-
ing any (i) use of the property for purposes more hazardous than permitted by the terms of the policy, (ii)
other action, inaction, breach of warranty or condition, misrepresentation or negligence of the Lessee, the
Lessor, any Owner Participant or the Indenture Trustee, (iii) foreclosure or other action or proceeding
taken by the Indenture Trustee pursuant to any provision of the Indenture, or (iv).change in title or
ownership of the Equipment or any Item or Items. No such policy shall contain a provision relieving the
issuer thereof of liability for any loss by reason of the existence of other policies of insurance covering the
Item or Items against the peril involved.

(e) Evidence of Insurance. The Lessee shall deliver to the Lessor and the Indenture Trustee on or
before the Closing Date original or duplicate policies or certificates of insurers in form satisfactory to the
Lessor and the Indenture Trustee evidencing all insurance then required to be maintained by the Lessee
hereunder, and thereafter, within 30 days of the issuance of any additional policies or amendments or
supplements to any of such policies, the Lessee will deliver, or cause to be delivered, the same (or
certificates of the insurers under such policies evidencing the same) to the Lessor and the Indenture
Trustee, and the Lessee shall, not later than 30 days prior to the expiration of any policy, deliver
certificates of the insurers evidencing the replacement thereof. The Lessee will, within 20 days prior to
each March 31 during the Term with respect to any Item, cause to be delivered to the Lessor and Indenture
Trustee a certificate of an Executive Officer of the Lessee (i) listing the policies of insurance then
outstanding and in effect, the names of the companies issuing such insurance, the amounts, deductibles,
and expiration date or dates of such insurance and the risk or risks covered thereby and any material
changes in such insurance since the last such certificate; and (ii) stating that such insurance complies with
the requirements contained in this Lease. The Lessee will advise the Lessor and the Indenture Trustee in
writing promptly of any known default in the payment of any premium and of any other known act or
omission on the part of the Lessee which might invalidate or render unenforceable, in whole or in part, any
insurance on or with respect to the Equipment, or any Ttem or Items. The Lessee will also advise the
Lessor and the Indenture Trustee in writing promptly of any notice or other communication (other than
routine premium payment reminders) received from any such insurer by which such insurer indicates it has
suspended, cancelled, terminated or not renewed, or may seek to suspend, cancel, terminate or not renew,
any such insurance, or that any such insurance coverage has or may lapse.

(f) No Concurrent Policies. Neither the Lessor nor the Lessee shall obtain or carry separate policies
of insurance concurrent in form or contributing in the event of loss with that required in this Section 9
hereof to be furnished by the Lessee unless the Lessor, the Owner Participants, the Lessee -and the
Indenture Trustee are included therein as named insureds, with loss payable as set forth in this Lease,
provided, however, that during the last year of the Term of any Item of Equipment, the Lessor may without
complying with this sentence insure at its own expense such Item of Equipment for an amount not greater
than the excess, if any, of the fair market value of such Item of Equipment over its Stipulated Loss Value.
The Lessor and the Lessee shall each immediately notify the other and the Indenture Trustee whenever it
obtains any such separate insurance and shall deliver to such others the policy or policies whereby such
coverage was obtained, or certificates evidencing the same.

(&) Right of the Lessor to Insure. Subject to the provisions of Section 9(f) hereof, the Lessor shall
have the right, at its expense, to obtain any insurance in respect of the Equipment or any Item or Items. In
addition to the foregoing, if the Lessee shall be in default in respect of its obligation to obtain insurance
pursuant to clauses (i) through (vi) of Section 9(a) hereof, the Lessor or the Indenture Trustee shall, after
notice of such default to the Lessee and the failure of Lessee to forthwith remedy the same, have the right
(without, in any way, limiting or otherwise modifying any other rights or remedies of the Lessor or the
Indenture Trustee under this Lease by reason of such default or otherwise) to obtain such insurance at the
expense of the Lessee and, in such event, the Lessee shall reimburse the Lessor or the Indenture Trustee, as
the case may be, upon demand for the cost thereof as Supplemental Rent.
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Section 10

SECTION 10. General Indemnity. ' !

(a) General Indemnity. Except as otherwise expressly stated herein, the Lessee her};by assumes
liability for, and hereby agrees to indemnify, protect, defend, save and keep harmless each "Indemniﬁed
Party from and against any and all liabilities, obligations, losses, damages, penalties, claims, actmns suits,
costs, expenses and disbursements, including, without limitation, reasonable legal and mvestlgatrve fees
and expenses, of whatsoever kind and nature (herein called “Liabilities”) which may be mcurred by or
imposed at any time (whether during the Term or thereafter) on any Indemnified Party or any Item of
Equipment (whether or not also indemnified against by any Manufacturer or any other person) and in any
way relating to or arising out of, or alleged ( by a person other than such Indemnified Party) to'in any way
relate to or arise out of, (i) this Lease, the Participation Agreement, the Trust Agreement, the Indenture,
the Easement Agreement, the Loan Certificates, the Equipment Trust Certificates, the Lease Guaranty, the
Interest Guaranty, the Lease Assignment or the Purchasing Supervisory Agreement, including any acts or
omissions of any Purchasing Supervisor or (ii) the manufacture, financing, purchase, acqunsmon
ownership, acceptance, rejection, delivery, non-delivery, possession, use, operation, leasing, subleasmg,
condition, maintenance, repair, sale, return or other application or disposition of any Item of Equ1pment
or otherwise in connection with the Overall Transaction, including, without limitation, claims or penalties
arising from any violation of any Legal Requirements or Insurance Requirements, as well as any claim as
the result of latent, patent and other defects, whether or not discoverable by any Indemnified Party, any
claim the insurance as to which is inadequate, any claim for patent, trademark or copyright mfr‘mgement
any tort claim or claim for damages, any claim or liability in respect of any adverse env1ronmental impact
or effect; provided, however, that the foregoing indemnity with respect to any Indemnified Party shall not
extend to any Liabilities (A) resulting from the wilful misconduct or gross negligence of such Indemmﬁed
Party, (B) resulting from acts or events with respect to any Item of Equipment which occur after
possession of such Item of Equipment has been redelivered to the Lessor (unless resulting from acts or
omissions of the Lessee while such Item of Equipment is being stored by the Lessee pursuant to Section
4(e) hereof) in accordance with the terms of Section 4 hereof at a time when an Event of Default has not
occurred and is continuing, (C) described in Section 11 hereof, (D) resulting from the v1olauon by such
Indemnified Party of any banking, insurance or securities law, rule or regulation applicable to its! lbusiness
generally (unless resulting from an offer or a Sale (as defined in the Indenture) of the Loan Cernﬁcates by
the Indenture Trustee in accordance with Section 7.03(d) of the Indenture), (E) arising from the breach
of any express duty or express representation or warranty to the Lessee of such Indemmﬁed Party
contained herein or in the Participation Agreement or in any instrument, document, ceruﬁcate or
agreement contemplated thereby or relating thereto, (F) otherwise expressly stated herein or in the
Participation Agreement to be borne by such Indemnified Party, or (G) resulting from the transfer of an
interest of an Owner Participant under the Trust Agreement, unless such transfer was made at the! irequest
of the Lessee. For purposes of this Section 10, the Lessee shall not be entitled to assert any defense\agamst
any Indemnified Party in respect of any act or omission to act of any Purchasing Supervisor. If at any time
a Responsible Officer of any Indemnified Party has actual knowledge of a Liability or a potential Liability
that would be indemnified against hereunder, such Indemnified Party shall give prompt wntten‘ notice
thereof to the Lessee. Upon receipt of such notice, the Lessee shall assume full responsibility for the
defense against or settlement of any such Liability, and such Indemnified Party shall cooperate with the
Lessee by providing, at the expense of the Lessee, such witnesses, documents and other assistancelas the
Lessee may reasonably request; provided, however, (i) such Indemnified Party shall be consulted as'to the
legal counsel to be employed in respect thereof and may veto the employment of any legal cbunsel
unacceptable to it and (ii) if such Indemnified Party shall give to the Lessee notice that in its goorli faith
judgment an important general interest of such Indemnified Party is involved in such Liability or potential
Liability, such Indemnified Party shall have the right to control, in consultation with the Lesse‘e, the
defense against or settlement of such Liability.

' (b) General. The obligations of the Lessee under this Section 10 shall survive the expiration or earlier
termination of this Lease and are expressly made for the benefit of, and shall be enforceable by,|each
Indemnified Party separately or together without necessity of declaring this Lease in default and any
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Indemnified Party seeking to enforce the indemnification may initially proceed directly against the Lessee
under this Section 10 without first resorting to any other rights of indemnification it may have; provided,
however, that the obligations of the Lessee under this Section 10 shall not extend to acts or events with
respect to any Item of Equipment which occurred after possession of such Item of Equipment has been
redelivered to the Lessor (unless resulting from acts or omissions of the Lessee while such Item of
Equipment is being stored by the Lessee pursuant to Section 4(e) hereof), in accordance with the terms of
Section 4 hereof at a time when an Event of Default has not occurred and is continuing. . Except to the
extent otherwise provided in the Lease Assignment, all payments required to be paid pursuant to this
Section 10 shall be made directly to, or as otherwise requested by, the Indemnified Party entitled thereto,
upon written demand by such Indemnified Party. All such written demands shall specify the amounts
payable and the facts upon which the right to indemnification is based. The Lessee shall not be required to
make any payment pursuant to this Section 10 until such time as the Indemnified Party shall have in good
faith made or shall be obligated to make payment in respect of the Liability indemnified against hereunder
or a final judgment of a court or other competent tribunal shall have been entered-that such Indemnified
Party is obligated to make payment.

SECTION 11. Adjustment of Rént and Tax Indemnities.

(a) Taxes, Fees and Other Charges. (1) The Lessee hereby agrees to pay and assume liability for,
and on written demand to indemnify, protect, defend, save and hold harmless each of the Indemnified
Parties from and against, any and all Fees, Taxes and Other Charges imposed against any of the
Indemnified Parties, the Lessee or any Item of Equipment by any federal, state or local governmental or
taxing authority in the United States or by any foreign government or any subdivision or taxing authority
thereof, upon or with respect to (i) any Item of Equipment, (ii) the manufacture, financing, purchase,
ownership, acquisition, acceptance, rejection, delivery, non-delivery, possession, use, operation, trans-
portation, leasing, subleasing, condition, maintenance, repair, sale, return, abandonment, or other
application or disposition of any Item of Equipment, (iii) the rental payments, receipts or earnings arising
from any Item of Equipment or payable pursuant to this Lease or (iv) this Lease, the Lease Guaranty, the
Interest Guaranty, the Lease Assignment, the Participation Agreement, the Trust Agreement, the
Easement Agreement, the Indenture or the Purchasing Supervisory Agreement; the Loan Certificates or
the issuance thereof pursuant to the Trust Agreement, the Equipment Trust Certificates or the issuance
thereof pursuant to the Indenture or otherwise with respect to or in connection with the Overall
Transaction. '

(2) The provisions of this Section 11(a) shall not apply to:

(1) Fees, Taxes and Other Charges on, or measured solely by, the net income of any Participant
(as distinguished from any net income of the Lessor, the Indenture Trustee, the Trust Estate or the
Indenture Estate) to the extent that either: (A) such Fees, Taxes and Other Charges are imposed by
the federal government of the United States under Section 11 or Section 1201 of the Code, or any
successor Section of said Code, or any corresponding provision of any revenue laws of the United
States enacted subsequent to the Closing Date, imposing substantially similar taxes on net income, or
(B) such Fees, Taxes and Other Charges are imposed by any state or local governmental or other
taxing authority in the United States where the principal place of business of such Participant is
located, or (C) such Fees, Taxes and Other Charges are imposed by any state or local government or
other taxing authority in the United States other than any state or local government or other taxing
authority within the United States where (x) any Item of Equipment is located or (y) the Lessee or
the Lease Guarantor, or any affiliate or related party thereof, is present or subject to taxation, whether
or not such presence is related to this Lease, or (z) neither the Lessee or the Lease Guarantor, or any
affiliate or related party thereof, or such Participant is present or subject to taxation; provided,
however, that notwithstanding the foregoing there shall not be excluded any Fees, Taxes and Other
Charges on, or measured solely by, the net income of such Participant (a) as the direct or indirect
result of (x) the payment by the Lessee or the Lease Guarantor, or any affiliate or related party
thereof, of any amount in respect of the purchase of any Item of Equipment from any person other
than Lessor or from the receipt by the Lessee or the Lease Guarantor, or any affiliate or related party
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thereof of any refund, credit or damages with respect to any Item of Equlpment or (y) any sale or
other disposition of any Item of Equipment pursuant to Section 13 hereof, except in the e\l'ent that the
Lessor elects to exercise its rights under Section 13(¢) or 13(d) hereof or (b) which are in substitution
for or relieve the Lessee from any Fees, Taxes and Other Charges which the Lessee would otherwise
be obligated to pay under the terms of this Section 11; and : |

Section 11

(ii) Fees, Taxes and Other Charges on, or measured solely by, any fees or compensation received
by the Lessor or the Indenture Trustee for services rendered in connection with the Overall
Transaction.

(3) In case any report or return is required to be made with respect to any obligations of the Lessee
under this Section 11(a) or arising out of this Section 11(a), the Lessee shall either make such report or
return in such manner (including the making thereof in the Lessor’s name) as will show the ownershlp of
each Item of Equipment in the Lessor and send a copy of such report or return to the Lessor, or shall notify
the Lessor of such requirement and make such report or return in such manner as shall be satisfactory to
the Lessor. Each Indemnified Party agrees that it will promptly forward to the Lessee any notice, bill or
any advice received by it concerning any such Fees, Taxes and Other Charges and will use its best efforts
and take such lawful and reasonable steps as may be proposed by the Lessee in writing to minimize any of
the same for which the Lessee is responsible under this Section 11(a). i

(4) The amount which the Lessee shall be required to pay to or for the account of any Indemmﬁed
Party with respect to any item which is subject to indemnification under Section 10 hereof or under Section
5(b) of the Participation Agreement or any Fees, Taxes and Other Charges which are subject to
indemnification under this Section 11(a), shall be an amount sufficient to restore the Indemmﬁed Partyto
the same position the Indemnified Party would have been in had such item or such Fees, Taxes and Other
Charges not been incurred or imposed. If the payment by the Lessee under Section 10 hereof or this
Section 11(a) of an amount equal to such item or such Fees, Taxes and Other Charges would be more or
less than the amount which.would be required to make such Indemnified Party whole as a result of (i) the
inclusion of any payment to be made by the Lessee under Section 10 hereof or this Section 11(a) in the
taxable income of any Indemnified Party in one year and the deduction of the item or the Fees, Taxes and
Other Charges with respect to which such payment is made from the taxable income of such Indemmﬁed
Party in a different year, (ii) the non-deductibility of such .item or such Fees, Taxes and Other Charges
from the taxable income of such Indemnified Party, or (iii) the anticipated realization by such party in a
different year of tax benefits resulting from the transaction giving rise to such item or such Fees, Taxes and
Other Charges, the amount of the indemnity to be paid by the Lessee shall be adjusted to an amount which
(after taking into account all tax effects on such Indemnified Party, any loss of use of money resulung from
differences in timing between the inclusion of such indemnity in the taxable income of such Indemmﬁed
Party and the anticipated realization by such Indemnified Party of tax benefits resulting from the
transaction to which such indemnity is related, and the present value of any anticipated future tax benefits
to be realized by such party as a result of deducting such item or such Fees, Taxes and Other Charges or as
a result of the transaction giving rise thereto) will be sufficient to place the Indemnified Party in the same
position such party would have been in had such item or such Fees, Taxes and Other Charges not been
imposed. All computations for purposes hereof shall be based on tax rates in effect on the date payment
pursuant to Section 10 hereof or this Section 11(a) is made. Computations involving the loss of use of
money or calculations of present value shall be based on a rate of interest of 10.75% per annum as adjusted
for applicable income tax effects and compounded quarterly on the Rental Payment Dates. ' Each
Indemnified Party shall in good faith use reasonable efforts in filing its tax returns and in deahng with
taxing authorities to seek and claim all tax benefits available with respect to items referred to herein.

(b) Indemnification for Loss of Certain Tax Benefits. (1) Each installment of Basic Rent and each of
the Stipulated Loss Value and Termination Value percentages specified in Schedule I and each Schedule Il
and each Schedule ITI hereof with respect to each Item of Equipment has been computed by Cmcorp
Leasing, Inc. on the basis that each of the items of income, gain, loss, deduction, and credit of the entity
created by the Trust Agreement and each Owner Participant’s distributive share of each of such itemsI will

be computed, for purposes of determining each Owner Participant’s liability for federal income tax and for
i
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Fees, Taxes and Other Charges on, or measured solely by, net income and imposed by the state and any
local taxing authority of the jurisdiction where the principal place of business of each such Owner
Participant is located, on the following basis: (i) the tax benefits specified in paragraphs 1 through 12 of
the Ruling Request shall be available; (ii) the credit allowed by Section 38 of the Code with respect to
each Item of Equipment shall be in an amount equal to 7% of the Capitalized Cost for such Item of
Equipment, (iii) if the Applicable Quarter is either the first or the second calendar quarter such Items of
Equipment shall be treated as placed in service on January 1 of that calendar year and if the Applicable
Quarter is either the third or the fourth calendar quarter the Items of Equipment shall be treated as placed
in service on July 1 of that year; (iv) the salvage value of each Item of Equipment required to be taken
into account for purposes of computing the depreciation deductions with respect to such Item of
Equipment, is zero; (v) the Capitalized Cost for each Item of Equipment constitutes the basis of such Item
of Equipment under Section 1012 of the Code; (vi) if any Owner Participant is a member of an affiliated
group of corporations making a consolidated return, such Owner Participant shall be an includable
corporation and for purposes of determining the tax liability of the affiliated group, such Owner
Participant’s distributive share of each of the items of income, gain, loss, deduction, and credit of the entity
created by the Trust Agreement shall be fully taken into account; (vii) each of the items of income, gain,
loss, deduction, and credit of the entity created by the Trust Agreement and each Owner Participant’s
distributive share of each of such items will be computed for purposes of determining each Owner
Participant’s liability for Fees, Taxes and Other Charges on, or measured solely by, net income and
imposed by the state and any local taxing authority of the jurisdiction where the principal place of business
of each such Owner Participant is located, shall be computed on each of the bases as set forth in clauses (1)
through (vi) of this paragraph (b)(1) except that no investment credit will be allowed with respect to any
Item of Equipment and (viii) the effective cumulative federal, state and local rate of tax is 54.2374%,
computed without giving effect to any credits against tax.

(2) In the event that (i) on the Closing Date any Owner Participant shall determine, such
determination to be substantiated by an opinion of special counsel to the Owner Participants (which
counsel will take into consideration any memoranda submitted by, or on behalf of, the Lessee), that the
tax benefits available to the Owner Participants in respect of the Overall Transaction are other than the tax
benefits referred to or specified in clauses (i) through (viii) of paragraph (b)(1) of this Section 11, as a
result of any reason whatsoever (including, without limitation, a change in law, regulation or policy), or
(ii) the Lessee shall have exercised its right, under paragraph (h) of this Section 11, to require that the
Lessor elect to treat the Lessee as having acquired the Equipment for purposes of any investment credit
allowable with respect thereto, then the Basic Rent payable for each Item of Equipment during the
Original Term for each Item of Equipment shall be increased or decreased, and the amounts of Stipulated
Loss Value and Termination Value for each Item of Equipment during the Original Term for each Item of
Equipment shall be increased or decreased, by such amount as shall be required in order that, after giving
effect to the occurrence of such event, the after-tax yield to the Owner Participants in respect of the Overall
Transaction (as computed by Citicorp Leasing; Inc. in accordance with the same method and assumptions
used by it in computing the original Basic Rent specified in Schedule I and each of the Stipulated Loss
Value and Termination Value percentages specified in each Schedule II and each Schedule III hereof),
measured, in the case of each Item of Equipment, from the Closing Date to the end of the Original Term
for such Item of Equipment, shall be the same as such after-tax yield would have been if such event had
not occurred. In making any computation pursuant to this paragraph (b)(2), an investment credit in an
amount in excess of 10% of the Capitalized Cost of any Item of Equipment or the allowance of which is
dependent upon the establishment of a plan for the benefit of employees, shall not be taken into account.
If Citicorp Lescaman, Inc. is not the sole Owner Participant, in respect of the assumption set forth in clause
(viii) of paragraph (b)(1) of this Section 11, no adjustments will be made pursuant to this paragraph
(b)(2) which. would not have been made if Citicorp Lescaman, Inc. were the sole Owner Participant. '
Notwithstanding the foregoing, no increase'in the Basic Rent and in the amounts of Stipulated Loss Value
and Termination Value shall be made pursuant to this paragraph (b)(2) unless the Lessor shall have so
elected by written notice to the Lessee. )
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l
(3) In the event that after the Closing Date any Owner Participant shall not be allowecl‘.l or shall lose
the benefit of, all or any portion of the tax benefits referred to or specified in clauses (i) through (vii) of
- paragraph (b)(1) of this Section 11 (after giving effect to any increase or decrease pursuam to paragraph
(b)(2) of this Section 11), as a result of any of the Causes defined in paragraph (b)(5) of thls Sectionl],
then but only at the option of the Lessor upon notice to the Lessee, the Basic Rent payable ‘lfor each Item
of Equipment during the Original Term for each Item of Equipment shall be increased, and the amounts of
Stipulated Loss Value and Termination Value for each Item of Equipment during the Ongmal Term for
each Item of Equipment shall be increased or decreased, by such amount as shall be required in order that,
after giving effect to the occurrence of such event, the after-tax yield of the Owner Parucxpants in respect of
sthe Overall Transaction (as.computed by Citicorp Leasing, Inc. in accordance with the same 'method and
assumptions used by it in computing the original Basic Rent specified in Schedule I and each of the
Stipulated Loss Value and Termination Value percentages specified in each Schedule II and each Schedule
. IIT hereof), measured, in the case of each Item of Equipment, from the Closing Date to thé end of the
Original Term for such Item of Equipment, shall be the same as such after-tax yield would have been if
such event had not occurred. The Lessee shall have the right, upon demand, to have a firm of certified
public accountants approved by Citicorp Leasing, Inc., such approval not to be unreasonably withheld,
review each computation made by Citicorp Leasing, Inc. of any increase or decrease in Basic Rent and/or
any increase or decrease in the amounts of Stipulated Loss Value and Termination Value pursPant to this
paragraph (b)(3) and paragraph (b)(2) and paragraph (b)(7) of this Section 11 to determine the
consistency of the method and assumptions used and the -accuracy of such computations based on such
method and assumptions. : : \l
(4) In the case of (i) each increase or decrease in Basic Rent pursuant to paragraph (b)"_(2) of this
Section 11, (ii) each increase in Basic Rent pursuant to paragraph (b)(3) of this Section 11,!(iii) each
decrease in Basic Rent pursuant to paragraph (b)(7) of this Section 11 and (iv) each increase or decrease
in the amounts of Stipulated Loss Value and Termination Value pursuant to paragraph (b)(2), paragraph
(b)(3) or paragraph (b)(7) of this Section 11, subject to paragraph (c) of this Section 11, such increase
or decrease shall be effective for each Rental Payment Date (whether occurred or to occur) dunng the
Original Term for each Item of Equipment. However, payments in respect of any such increase or decrease
in Basic Rent shall commence (a) in the case of an increase or decrease pursuant to paragraph ( b)(2) of
this Section 11, on the first Rental Payment Date, (b) in the case of an increase pursuant to paragraph
(b)(3) of this Section 11, on the first Rental Payment Date occurring 30 days or more after the date on
which any taxes attributable to such loss of tax benefits are payable and (c) in the case of a\decrease
pursuant to paragraph (b)(7) of this Section 11, on the first Rental Payment Date occurring 30 days or
more after the date on which a reduction in taxes attributable to such additional tax benefits 151 realized
(each such date herein in this Section 11 called the “Adjustment Date”). In the case of each i mcrease in
Basic Rent pursuant to paragraph (b)(3) and each decrease in Basic Rent pursuant to paragraph (b)(7)
of this Section 11, on the Adjustment Date with respect to such increase or decrease, (A) the Lessee shall
pay to the Lessor (x) ‘the excess of the amounts of Basic Rent which would have been payable on'each of
the preceding Rental Payment Dates by reason of such increase but for the occurrence of such Adjustment
Date subsequent to such Rental Payment Dates, (y) the amount of any interest or penalties (mcludmg any
additions to tax because of underpayment of estimated tax) which may be payable in connection with the
disallowance or loss of tax benefits giving rise to such increase in Basic Rent, and (z) the mstalment of
Basic Rent, as increased or decreased, payable on such Rental Payment Date or (B) the Lessor sh‘all pay
to the Lessee the excess of the amounts of Basic Rent paid on each of the preceding Rental Payment Dates
over the amounts of such Basic Rent which would have been payable on each of such Rental le_iyment
Dates by reason of such decrease but for the occurrence of such Adjustment Date subsequent to such
Rental Payment Dates. In the case of each increase or decrease in the amounts of Stipulated Loss Value or
Termination Value, if any payment of Stipulated Loss Value or Termination Value shall have beeln paid
prior to the Adjustment Date for Basic Rent applicable to such increase or decrease, (x) the Lesse¢ shall
pay to the Lessor, on such Adjustment Date, the excess amount which would have been payable on the
due date of such payment of Stipulated Loss Value or Termination Value, as the case may be, by reason of
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such increase but for the occurrence of such Adjustment Date subsequeént to the due date of such payment
or (y) the Lessor shall pay to the Lessee, on such Adjustment Date, the amount of such payment of
Stipulated Loss Value or Termination Value, as the case may be, in excess of the amount of such payment
which would have been payable on the due date of such payment by reason of such decrease but for the
occurrence of such Adjustment Date subsequent to the due date of such payment. If any event shall occur
which would require an increase in Basic Rent and/or in the amounts of Stipulated Loss Value and/or
Termination Value with respect to any Item of Equipment pursuant to paragraph (b)(3) or paragraph
(b)(7) of this Section 11 and such event shall occur or come to the attention of the Owner Participants
after the thirtieth day preceding the termination of the Original Term for such Item of Equipment, then, in
such case, the Lessee shall pay to the Lessor (or directly to the Owner Participants if the Trust Agreement
shall have been terminated ), upon demand, an amount equal to the increase in the amounts of Basic Rent
and/or the increase in the amounts of Stipulated Loss Value and/or Termination Value which the Lessee
would have been required to pay under this Lease but for the fact that such event occurred or came to the
attention of the Owner Participants after the thirtieth day preceding the termination of such Original Term.
If any event shall occur which would require a decrease in Basic Rent and/or in the amounts of Stipulated
Loss Value and/or Termination Value with respect to any Item of Equipment pursuant to paragraph
(b)(3) or paragraph (b)(7) of this Section 11 and such event shall occur or come to the attention of the
Owner Participants after the thirtieth day preceding termination of the Original Term for such Item of
Equipment, then, in such case, the Owner Participants shall pay to the Lessee, upon demand, an amount
equal to the excess of Basic Rent and/or the amounts of Stipulated Loss Value and/or Termination Value
paid by the Lessee over the amounts of such payments which the Lessee would have been required to pay
under this Lease but for the fact that such event occurred or came to the attention of the Owner
Participants after the thirtieth day preceding the termination of such Original Term.

(5) Causes referred to in paragraph (b)(3) of this Section 11 with respect to any Owner Participant
shall be the following:

(i) a disposition by the Lessor of title to any Item of Equipment or a disposition by such Owner
Participant of its respective interest in the Trust Estate or the cessation of any Item of Equipment as
“section 38 property” within the meaning of Section 47(a)(1) of the Code, if such transfer or
cessation shall occur at any time (A) as a result of a request made by the Lessee or (B) while an
Event of Default shall have occurred and be continuing under this Lease and the Lessor or the Owner
Participants shall not be claiming, or shall not be entitled to, liquidated damages under the remedial
provisions of this Lease;

(ii) the failure of any Item of Equipment to qualify, at any time, as “new section 38 property”,
within the meaning of Section 48(b) of the Code, except if such failure is the direct result of a
disposition by the Lessor of title to such Item of Equipment or a disposition by such Owner Participant
of its respective interest in the Trust Estate prior to the time when an Event of Default shall have
occurred and be continuing under the Lease;

(iii) the “original use”, withing the meaning of Section 167(c) of the Code, of any Item of
Equipment not being deemed to have commenced with the Lessor; ‘ ’

(iv) the removal or substitution of, or the alteration, modification or addition to, any Item of
Equipment, or any part thereof for any reason; except if such removal, substitution, alteration,
modification or addition is made voluntarily by the Lessor or such Owner Participant, is not consented
to by the Lessee and is made prior to the time when an Event of Default shall have occurred and be
continuing under this Lease; S

(v) any representation, warranty, fact, estimate, opinion or other statement by the Lessee, or any
officer, employee, agent or counsel thereof contained in any of the documents contemplated by the
Overall Transaction or made in connection with the obtaining of the Ruling Letter (including, without
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limitation, any statement made jointly with the Owner Participants or the Lessor or thelr respective
officers, employees, agents or counsel) being, or in the opinion of the Internal Revenue §erv1ce or the
state or local taxing authorities being, inaccurate or insufficient in whole or in part, or the Lessee, or
any officer, employee, agent or counsel thereof failing to state, or in the opinion of the Internal
Revenue Service or the state or local taxing authorities failing to state, any fact in connection with the
obtaining of the Ruling Letter; l‘

(vi) any representation, estimate, opinion or other statement as to the estimated uséful lives and
residual values of the Items of Equipment proving to be, or in the opinion of the Internal Revenue
Service or the state or local taxing authorities proving to be, inaccurate or insufficient in whole or in
part; |

(vii).the Lessee, or any officer, employee, agent or counsel thereof, taking any actionl' whatsoever
(including, without limitation, any action with respect to the Lessee’s income tax returns) mcon51stent
with or in contravention of any of the matters set forth in the Ruling Request or in the Ruhng Letter;

(viii) the failure of any Item of Equipment to qualify, at any time, as “section 1245 property”,
within the meaning of Section 1245(a)(3) of the Code; ‘\

(ix) any Item of Equipment being deemed to be governed by the provisions of Sectior‘) 167(1) of
the Code;

(x) any Item of Equipment being deemed to constitute “public utility properiy”, within the
meaning of Section 46(c¢)(3) of the Code; \

|

IR . . . . . |
(xi)"the shortest life over which the depreciation deductions with respect to any Item of
Equipment may be computed, shall be determined to be longer than 8 years" \

(xii) any amount included in the Capitalized Cost of any Item of Equlpment being deemed not
properly includable in the basis of such Item of Equipment under Section 1012 of the Code;

(xiii) the salvage value for any Item of Equipment, reduced by application of Section |167(f) of
the Code, required to be taken into account for purposes of computing the depreciation deductions
with respect to such Item of Equipment, being deemed to be in an amount in excess of zero;

(xiv) if the Applicable Quarter is either the first or the second calendar quarter, a deterimination
that the Items of Equipment may not be treated as having been placed in service on January| 1 of that
calendar year, or if the Applicable Quarter is either the third or the fourth calendar quarter, a
determination that the Items of Equipment may not be treated as having been placed in service on
July 1 of that year (other than a determination by reason of any modification, repeal or revocation of
any of the Sections and/or the Income Tax Regulations promulgated under any of said |xSecnons
excluded from subparagraph (b)(5)(xvii) of this Section 11 pursuant to clause (A) thereof )

(xv) a determination that the entity created by the Trust Agreement, if such entity is treated as a
partnership, is not entitled to compute its items of income, gain, loss, deduction and credit on the cash
receipts and disbursements method of accounting, pursuant to Section 461 of the Code;

(xvi) any action of the Internal Revenue Service contrary to any of the matters set forth in the
Ruling Letter, except any such action taken directly as the result of: (A) any representatio‘n, fact,
estimate, opinion or other statement made or stated by such Owner Participant, or any |officer,
employee, agent or counsel of such Owner Participant (excluding any statement as to the estimated
useful lives and residual values of the Equipment and any statement made jointly with the Lessee, or
any officer, employee, agent or counsel of the Lessee), in connection with the obtaining of the kuling
Letter proving to be, or in the opinion of the Internal Revenue Service or the state or local jtaxing
authorities proving to be, fraudulent, untrue, incorrect or inaccurate, in whole or in part, (B) such
Owner Participant, or any officer, employee, agent or counsel of such Owner Participant, faill‘ing to
state, or in the opinion of the Internal Revenue Service or the state or local taxing authorities failing to

24



Section 11

state, any material fact, known to such person and not known to the Lessee, or any officer, employee,
agent or counsel of the Lessee, in connection with the obtaining of the Ruling Letter, (C) such Owner
Participant, or any officer, employee, agent or counsel of such Owner Participant, taking or failing to
take, or being deemed by the Internal Revenue Service or the state or local taxing authorities to have
taken, or to have failed to take, any action whatsoever (including, without limitation, any action in
respect of any Owner Participant’s income tax returns), which is, or in the opinion of the Internal
Revenue Service is, inconsistent with or in contravention of any of the matters set forth in the Ruling
Request or in the Ruling Letter or (D) any modification, repeal or revocation of any of the Sections
and/or the Income Tax Regulations promulgated under any of said Sections excluded from
subparagraph (b)(5)(xvii) of this Section 11 pursuant to clause (A) thereof; or

(xvii) the enactment of any law or the promulgation of any regulation or the amendment, repeal
or revocation of any law or regulation in effect on the Closing Date, except (A) the modification,
repeal or revocation of Section 38, 46-50, 162 or 167 of the Code and/or the Income Tax Regulations
promulgated under any of said Sections, (other than any modification of said Sections or Regulations
the effect of which is to impose any tax or to limit, mitigate or offset the economic benefits to such
Owner Participant from the Overall Transaction, as a result of the allowance to such Owner
Participant of the tax benefits allowed by any such Sections or Regulations), (B) the enactment of
any law or the promulgation of any regulation or the amendment, repeal or revocation of any law or

_regulation the effect of which is to cause this Lease to be characterized other than as a “true lease”
(unless the event described in clauses (i) and (ii) of the first paragraph of Section 14(¢) hereof shall
have occurred) or (C) the amendment or modification of any law increasing directly, without regard
to the allowance of tax benefits pursuant to any of the Sections and/or Regulations specified in clause
(A) above, the rate of tax imposed under Section 11 or 1201 of the Code, as in effect on the Closing
Date, or on net income under the laws, in effect on the Closing Date, of the state and any local taxing
authorities where the principal place of business of such Owner Participant is located.

(6) Irrespective of the terms of paragraphs (b)(2), (b)(3) and (b)(7) of this Section 11, no increase
in Basic Rent and no increase or decrease in the amounts of Stipulated Loss Value and Termination Value
shall be made pursuant to said paragraphs with respect to any Owner Participant if the unavailability,
disallowance or loss of all or any portion of the tax benefits referred to therein is the direct and sole result
of the occurrence of any of the following events:

(i) such Owner Participant shall fail to have sufficient liability for tax or sufficient taxable
income;

(ii) a voluntary transfer by the Lessor of title to any Item of Equipment (except as contemplated
by the terms of this Lease) or a voluntary transfer by such Owner Participant of all or part of its
respective interest in the Trust Estate to anyone if such transfer shall both (A) occur at any time while
this Lease is in effect and no Event of Default shall have occurred and be continuing under this Lease
and (B) not be requested or consented to by the Lessee;

(iii) the failure of such Owner Participant to claim such tax benefits in its income tax returns for
the appropriate year or to follow the proper procedure in claiming such tax benefits in such tax returns
for such year; or ’

(iv) the filing of a consent by such Owner Participant pursuant to Sections 108 and 1017 of the
Code other than in the exercise of its remedies during the continuance of an Event of Default under
this Lease. ‘

(7) If any Owner Participant shall not be allowed, or lose the benefit of, all or any portion of the tax
benefits referred to or specified in clauses (i) through (vii) of paragraph (b)(1) of this Section 11 under
circumstances which shall have required an increase in Basic Rent and an increase or decrease in the
amounts of Stipulated Loss Value and Termination Value for any Item of Equipment pursuant to
paragraph (b)(2) or paragraph (b)(3) of this Section 11 and if at any time or from time to time

25



Section 11

proceedings, hearings and conferences in respect of such claim and may, at its sole option, contest ‘the
claim in any permissible forum considering, however, in good faith such request as the Lessee shall make
concerning the most appropriate forum in which to preceed; (y) prior to taking such action, the Lessee
shall have furnished such Indemnified Party with an opinion of independent tax counsel acceptable to such
Indemnified Party to the effect that a meritorious defense exists to such claim; and (z) the Lessee shall
have indemnified such Indemnified Party in a manner satisfactory to it for any liability or loss which such
Indemnified Party may incur as the result of contesting such claim and shall have agreed to pay such
Indemnified Party on demand all cests and expenses which such Indemnified Party may incur in contesting
such claim, including, without limitation, reasonable attorneys’, accountants’ and investigatory fees and
disbursements and the amount of any interest or penalty which may ultimately be payable as a resuit of
contesting such claim. In the event that such Indemnified Party shall elect to contest such claim by paying
the tax deficiency asserted and then seeking a refund thereof, such Indemnified Party shall notify the
Lessee of such election and the Lessee shall pay to such Indemnified Party as interest an amount equal to
10.75% per annum on the amount of such tax deficiency paid by such Indemnified Party for the period
commencing on the date such tax deficiency is paid to the date of final determination of the refund
proceeding, such amounts to be payable on the Rental Payment Dates occurring during such period. '
Upon the receipt by such Indemnified Party of a refund of any tax deficiency in respect of which the Lessee
has paid an amount equal to interest at the rate of 10.75% per annum while such tax deficiency was
contested, such Indemnified Party shall pay to the Lessee any interest on such refund paid to such
Indemnified Party for the period interest was paid by the Lessee to such Indemnified Party. The Lessee
shall be notified of- any conference, hearing or proceeding relating to any such claim, shall be provided
with any relevant information and shall be provided the opportunity to submit briefs and memoranda of
law relating thereto. If any such claim referred to in this paragraph (c) shall be made and the Lessee shall
have reasonably requested such Indemnified Party to contest such claim as above provided and shall have
duly complied with all of the terms of this paragraph (c), the Lessee’s liability with respect to such claim
shall become fixed upon final determination of such claim but in all other cases the liability of the Lessee
shall become fixed and determinable at the time spec1ﬁed in paragraph (a) and in paragraph (b)(4) of
this Section 11, as the case may be.

(d) Refunds. If any Indemnified Party shall obtain a refund of all or any part of any Fees, Taxes and
Other Charges payment of or indemnity for which shall have been made by the Lessee pursuant to
paragraph (a) of this Section 11, such Indemnified Party shall promptly pay to the Lessee the amount of
such refund plus all tax benefits réalized by such Indemnified Party as the result of such payment provided
that no Event of Default shall have occurred and be continuing under this Lease. In the event that any
Owner Participant shall obtain a refund in respect of any disallowance or loss of tax benefits which shall
have resulted in an increase in Basic Rent and an increase or decrease in the amounts of Stipulated Loss
Value and Termination Value pursuant to paragraph (b)(2) or paragraph (b)(3) of this Section 11, such
refund shall be treated as an additional tax benefit realized by such Owner Participant and shall be
governed by the provisions of paragraph (b)( 7) of this Section 11 except that the second sentence thereof
shall not be applicable.

(e) Affiliated Group. For purposes of this Section 11 (exclusive of clause (z) of paragraph
(a)(2)(i)), the term “Owner Participant” shall mean and include the affiliated group of corporations
making a consolidated return of which such Owner Participant is a member. For purposes of clause (z) of
paragraph (a)(2)(i) of this Section 11, the term “Partlc1pant” shall have the meaning specified in Section
1 hereof.

(f) Survival. The obligations of the Lessee under this Section 11 shall survive the termination of this
Lease and are expressly made for the benefit of, and shall be enforceable by, the Lessor and any
Indemnified Party, separately or together, without declaring this Lease in default and notwithstanding any
assignment by the Lessor of this Lease or any of its rights hereunder or any disposition by any Owner
Participant of all or any part of its respective interest in the Trust Estate. The extension of any applicable
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statute of limitations by any Indemnified Party or the Lessee shall not affect the survival of the' Lessee’s or
any Indemnified Party’s obligations, as the case may be, under this Section 11. The obligailions of the
Indemnified Parties shall survive the termination of this Lease. |
. |

(g) Adjustment of Stipulated Loss Values and Termination Values. The Stipulated Loss“,Value and
Termination Value percentages specified in each Schedule II and each Schedule III hereof with respect to
each Item of Equipment for the first 27 Rental Payment Dates have been computed by Citicorp Leasing,
Inc. on the basis that upon the occurrence of an Event of Loss with fespect to any Item of Equipment or
upon the termination of this Lease pursuant to Section 14 with respect to any Item of Equipment the
investment credit allowed by Section 38 of the Code with respect to such Item of Equipment will be
recaptured and, therefore, have included therein an amount which, after deduction of all Fc'l:es, Taxes
and/or Other Charges required to be paid in respect of the receipt of such amount, shall be equal to the
amount of investment credit anticipated to be recaptured. In the event that upon the occurrence of an
Event of Loss with respect to any Item of Equipment or upon the termination of this Lease pursuant to
Section 14 with respect to any Item of Equipment, the amount of Stipulated Loss Value or Te‘(rmination
Value, as the case may be, required to be paid by the Lessee in respect of such Event of Loss or
termination shall include an amount which represents reimbursement for the recapture of investm!_ent credit
which is less than or greater than the amount required, and to which the Owner Participants are entitled, to
reimburse the Owner Participants in full on an after-tax basis for such recapture, for any reason
whatsoever, including without limitation, (i) the investment credit with respect to such Item of Equipment
shall have been previously recaptured and the Lessor shall not have been entitled to increase t:he Basic
Rent and increase or decrease the amounts of Stipulated Loss Value and Termination Value in respect of
such recapture, (ii) such Event of Loss or termination shall not result in recapture of the investme}llt credit,
(iii) a change in law, including a change in or modification of Sections 38, 46-50 of the Code or (iv) an
error in the original calculation of the Stipulated Loss Value or Termination Value percentages specified in
any Schedule II or any Schedule III hereof, or in making any increase or decrease therein pur“suant to
paragraph (b)(2), (b)(3) or (b)(7) of this Section 11, then to the extent that such amount is less than
the amount required, and to which the Owner Participants are entitled, to reimburse the| Owner
Participants in full for the recapture, if any, of the investment credit with respect to such Items of
Equipment, the Lessee shall pay to the Lessor the amount of such deficiency and, to the extent that such
amount includes an amount which is greater than the amount required to reimburse the {Owner
Participants in full for the recapture, if any, of the investment credit with respect to such It[‘ems of
Equipment, the amount of Stipulated Loss Value or Termination Value, as the case may be, shall be
reduced by such excess or, if the Stipulated Loss Value or Termination Value shall have already bee‘,n paid,
the Lessor shall pay to the Lessee the amount of such excess. ‘

(h) Investment Credit Election. The Lessee shall have the right, by giving written notice to the ELessor
not less than 180 days prior to the first day of the Applicable Quarter, to require that the Lessor make an
election under Section 48(d) of the Code to treat the Lessee as having acquired all, but not less than all,
the Equipment leased under this Lease for purposes of any investment credit allowable with respect
thereto under Section 38 of the Code. In the event that the Lessee shall have exercised its right under this
paragraph (h), (i) the Basic Rent payable for each Item of Equipment during the Original Term for each
Item of Equipment and the amounts of Stipulated Loss Value and Termination Value for each Item of
Equipment during the Original Term for each Item of Equipment shall be increased or decreased at the
time and in the manner provided in paragraph (b)(2) of this Section 11 and (ii) the Lessor shall,. if
requested by the Lessee, furnish or cause to be furnished to the Lessee all statements and make or cause to
be made all filings, as are required to be furnished or made by the Lessor or the Owner Participants to
effect the election under Section 48(d) of the Code in accordance with the provision of said Section and
the Treasury Regulations promulgated thereunder. -

SECTION 12 Events of Default. - The following events shall constitute Events of Default ( whether any
such event shall be voluntary or involuntary or come about or be effected by operation of law or pursuant
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to or in compliance with any judgment, decree or order of any court or any order, rule or regulatioﬁ of any
administrative or governmental body):

(a) the Lessee shall fail to make any payment of Termination Value or Stipulated Loss Value
when due or shall fail to make any payment of Basic Rent within 10 days after the same shall have
become due; or

(b) the Lessee shall fail to maintain insurance as required in Section 9 hereof; or

(c) an Event of Default (as defined therein) shall have occurred and be oontmumg under any of
the Other Leases; or

(d) except as otherwise provided in Section 2(e) hereof, any representation or warranty of the
Lessee or the Lease Guarantor, or any officer thereof, made herein, in the Participation Agreement, in
any of the other Operative Documents (as defined in the Participation Agreement) or in any
agreement, document or certificate executed or delivered by the Lessee or the Lease Guarantor or any
officer thereof in connection herewith or therewith or pursuant hereto or thereto shall prove to be
incorrect in any material respect as of the date made and such condition shall continue unremedied for
a period of 30 days after written notice thereof by the Lessor or the Indenture Trustee to the Lessee
and the Lease Guarantor; or

(e) a default or an event of default under any mortgage, indenture of trust, purchase contract or
other agreement evidencing the indebtedness of the Lessee or the Lease Guarantor, as the case may
be, for borrowed money or deferred purchase prices or pursuant to which such indebtedness is issued,
or under any lease of real or personal property under which the Lessee or the Lease Guarantor is
lessee, shall have occurred, the effect of which is to cause (or permit any holder of such indebtedness,
or a trustee or agent on its behalf, to cause) such indebtedness to become or to be declared payable
before it would otherwise have become payable, or the effect of which is to cause (or permit any lessor
under such lease to cause) such lease to be in'default, and if the aggregate of the indebtedness so
becoming or declared or so permitted to become or permxtted to be declared to be payable and the
rentals under the leases so declared or so permitted to be declared to be in default exceeds (i) in the
case of the Lessee, $500,000 in the aggregate or (ii) in the case of the Lease Guarantor, $10,000,000
in the aggregate, provided that the Lessor or the Indenture Trustee shall have given written notice to
the Lessee and the Lease Guarantor that such condition constitutes an Event of Default; or

(f) the Lessee or the Lease Guarantor shall fail to perform or observe any covenant, condition or
agreement to be performed or observed by it hereunder or under the Part1c1pauon Agreement, the
Easement Agreement, the Lease Assignment, the Interest Guaranty or the Lease Guaranty or any
other instrument pursuant to which the Lessee or the Lease Guarantor undertakes obligations or
makes agreements for the benefit of the Lessor, the Indenture Trustee or any Participant, and such
failure shall continue unremedied for a period of 30 days after written notice thereof by the Lessor or
the Indenture Trustee to the Lessee and the Lease Guarantor; or B

(g) any material obligation of the Lessee or the Lease Guarantor under this Lease, the Lease
Guaranty, the Interest Guaranty, the Lease Assignment, the Easement Agreement or the Participation
Agreement shall cease to be valid and enforceable (except as expressly permitted by such agreement
or instrument and by the Indenture) or the Lessee or the Lease Guarantor shall so claim in writing,
and the effect thereof shall not have been remedied for a period of 30 days after written notice thereof
by the Lessor or the Indenture Trustee to the Lessee and the Lease Guarantor; or

(h) the Lessee or the Lease Guarantor shall consent to the appointment of a receiver, trustee or
liquidator (or other similar official) of itself or of a substantial part of its property, or the Lessee or the
Lease Guarantor shall admit in writing its inability to pay its debts generally as they become due, or
shall make a general assignment for the benefit of creditors; or

. (i) the Lessee or the Lease Guarantor shall file a voluntary petition in bankruptcy or a voluntary
petition or an answer seeking reorganization in a proceeding under any bankruptcy laws (as now or
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hereafter in effect) or an answer admitting the material allegations of a petition ﬁlediagamst the
Lessee or the Leasé Guarantor in any such proceeding, or the Lessee or the Lease Guarantor shall by
voluntary petition, answer or consent seek relief under the provisions of any other now‘ exxstmg or
future bankruptcy or other similar law providing for the reorganization or winding-up of corporanons
or providing for an agreement, composition, extension or adjustment with its creditors or shall take
any corporate action in furtherance of any of the foregoing; or f

(j) an order, judgment or decree shall be entered in any proceeding by any court of icompetent
jurisdiction appointing a receiver, trustee or liquidator (or other similar official) of the Lessee or the
Lease Guarantor or of any substantial part of its property, or sequestering any substantial part of the
property of the Lessee or the Lease Guarantor, and any such order, judgment or ’decree of
appointment or sequestration shall remain in force undismissed, unstayed or unvacated for a period of
90 days after the date of entry thereof;, or . |

(k) a petition against the Lessee or the Lease Guarantor in a proceeding under the federal
bankruptcy laws or other insolvency laws as now.or hereafter in effect, shall be filed and shall not be
withdrawn or dismissed within 90 days thereafter, or if, under the provisions of any law provndmg for
reorganization or winding-up of corporations which may apply to the Lessee or the Lease Guarantor
any court of competent jurisdiction shall assume jurisdiction, custody or control of the Lessee or the
Lease Guarantor or of any substantial part of their respective properties and such jurisdiction, custody
or control shall remain in force unrelinquished, unstayed or unterminated for a period of 60 days; or

(1) final judgment for the payment of money in excess of $100,000 shall be rendered against the
Lessee or the Lease Guarantor and the same shall remain undischarged for a period of 60 days during
which execution of such judgment shall not be effectively stayed or

(m) the Lessee shall make or permit any unauthorized assignment or transfer of its righ{ts under
this Lease or any unauthorized transfer of possession of the Equipment or any Item or Items, and any
such condition shall continue unremedied for a period of 30 days after written notice thereof by the
Lessor or the Indenture Trustee to the Lessee and the Lease-'Guarantor' or ;_

(n) the interest of the Lessor or the Lessee in the Equipment or any Item or Items, the mterest of
the Lessor in and to this Lease and the Rents payable hereunder, or the interest of the Lessee in any
sublease thereof, shall be subject to any Lessor’s Liens or any Lien not permitted by Section 5(a)
hereof unless such Lien is the subject of a Permitted Contest or is bonded, or, the Lessor shall at any
time not be the legal owner of, or not hold lawful title to, the Equipment or any Item or Items which
have not been released from the lien of the Indenture as permitted thereby, or if the Indenture shall
not constitute a valid first Lien on the Indenture Estate subject only to Liens permitted by Sectlon
5(a) hereof other than Lessor’s Liens, and any such condition shall continue unremedied for a penod
of 30 days after written notice thereof by the Lessor or the Indenture Trustee to the Lessee and the
Lease Guarantor.

|

It is agreed that performance by the Lease Guarantor on behalf of the Lessee of any of the Léssee’s
obligations under this Lease or any other of the Operative Documents shall be deemed performance by the
Lessee of such obligations for the purposes of this Lease and, in such event, no default or Event of D(‘;fault
shall be deemed to have occurred by reason of any failure on the part of the Lessee to performisuch
obligations.

SECTION 13. Remedies. Upon the occurrence of any Event of Default and at any time thereaft\er SO
long as the same shall be continuing, the Lessor or the Indenture Trustee may, at its option, declare this
Lease to be in default by giving written notice to the other and to the Lessee and the Lease Guarantor; and
at any time thereafter, so long as the Lessee shall not have remedled all outstanding Events of Default, the

|
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‘Lessor may do one or more of the following with respect to any or all Items of Equipment as the Lessor in
its sole discretion shall elect, to the extent permitted by, and subject to compliance with any mandatory
requirements of, applicable law then in effect:

(a) demand that the Lessee, and the Lessee shall upon written demand of the Lessor and at the
Lessee’s expense, return promptly the Items of Equipment specified in such demand to the Lessor in
the manner and condition required by, and otherwise in accordance with all the provisions of, Section
4 hereof as if the Items of Equipment specified in such demand were being returned at the end of their
Term; or the Lessor, at its option, may enter upon the premises where the Equipment or any Item
thereof is located and take immediate possession of and remove the same by summary proceedings or
otherwise, all regardless of the manner in which any Item of Equipment may be attached or connected
to any real property and regardless of any damages that might occur in the removal of any Item, and
all without liability to the Lessor for or by reason of such entry or taking of possession, whether for the
restoration of damage to property caused by such taking or otherwise;

(b) sell any Item of Equipment at public or private sale, as the Lessor may determine, or
otherwise dispose of, hold, use, operate, lease to others or keep idle any Item of Equipment, as the
Lessor in its sole discretion may determine, all free and clear of any rights of the Léssee and without
any duty to account to the Lessee with respect to such action or inaction or for any proceeds with
respect thereto except to the extent required by Section 13(d) hereof in the event the Lessor elects to
exercise its rights under Section 13(d) hereof in lieu of its rights under Section 13(c) hereof; subject to
the foregoing, the Lessee may seek to obtain bids for the purchase of any Item of Equipment at public
or private sale or to arrange for the sale of any Item of Equipment in any other manner or the lease
thereof to others (whether for a period greater or less than the balance of what would have been the
Term of any such Item of Equipment), but the Lessor shall have no obligation to accept any such bids
obtained by the Lessee and shall have no liability for its failure to do so;

(c) whether or not the Lessor shall have exercised, or shall thereafter at any time exercise, any of
its rights under Section 13 (a) or (b) hereof, the Lessor, by written notice to the Lessee and the Lease
Guarantor designating a payment date (herein called the “Designated Payment Date”) which shall
be a Rental Payment Date not earlier than 10 days from the date of such notice, may with respect to
any Item or Items of Equipment specified in such notice, demand that the Lessee pay to the Lessor,
and the Lessee shall pay to the Lessor, on the Designated Payment Date, as liquidated damages for
loss of a bargain and not as a penalty (in lieu of the Basic Rent for such Item or Items of Equipment.
due for all Lease Periods beginning on and after the Designated Payment Date), any unpaid Basic
Rent for such Item or Items of Equipment due for periods prior to the Designated Payment Date
(including Basic Rent due on such date) plus whichever of the following amounts the Lessor, in its
sole discretion, shall specify in such notice (together with interest on such amount at the Overdue
Interest Rate from the Designated Payment Date to the date of actual payment): (i) an amount equal
to the excess, if any, of the Stipulated Loss Value for such Item or Items of Equipment, computed as of
the Designated Payment Date, over the fair market rental value (computed as hereafter in this.
Section 13 provided) of such Item or Items of Equipment for the remainder of the Term after
discounting such fair market rental value quarter-annually ( effective on the Rental Payment Dates) to
present worth as of the Designated Payment Date at the Overdue Interest Rate on the Designated
Payment Date; or (ii) an amount equal to the excess, if any, of the Stipulated Loss Value for such
Item or Items of Equipment as of the Designated Payment Date over the fair market sales value of
such Item or Items of Equipment ( computed as hereafter in this Section 13 provided) as of such date;

(d) in the event the Lessor, pursuant to Section 13 (b) hereof, shall have sold any Item or Items
of Equipment, the Lessor, in lieu of exercising its rights under Section 13 (¢) hereof with respect to
such Item or Items, may, if it shall so elect, demand that the Lessee pay the Lessor and the Lessee
shall pay to the Lessor, as liquidated damages for loss 6f a bargain and not as a.penalty (in lieu of the
Basic Rent for such Item or Items due for all Lease Periods beginning on and after the Rental

’ Payment Date next following the date on which such sale occurs), any unpaid Basic Rent for such
Items due for periods up to and including the Lease Period during which such sale occurs plus the
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amount of any deficiency between the net proceeds of such sale and the Stipulated Loss Value of such
Item or Items, computed as of the Rental Payment Date next succeeding the date on which such sale
occurs, together with interest at the Overdue Interest Rate on the amount of such deficiency from such
Rental Payment Date until the date of actual payment; and/or

(e) the Lessor may exercise any other right or remedy which may be available to it under
applicable law or proceed by appropriate court action to enforce the provisions hereof or to recover
damages for the breach hereof or to rescind or terminate this Lease. ‘

In addition, the Lessee shall be liable, except as otherwise provided above, for any and all unpaid Rent
due hereunder before or during the exercise of any of the foregoing remedies and for all reasonable legal
fees and other costs and expenses incurred by reason of the occurrence of any Event of Default or the
exercise of the Lessor’s remedies with respect thereto, including costs and expenses incurred in connection
with the return of any Item of Equipment in accordance with the terms of Section 4 hereof or in placing
any Item of Equipment in the condition as required by such Section. For the purpose of Section 13(c)
hereof, the “fair market rental value” or the “fair market sales value” of an Item of Equipment shall be
determined by the appraisal procedure described in Section 15(c) hereof. At any sale of any Item of
Equipment pursuant to this Section 13, the Lessor, the Indenture Trustee or any Participant may bid for
and purchase such property. Except as otherwise expressly provided above, no remedy referred to in this
Section 13 is intended to be exclusive, but each shall be cumulative and in addition to any other remedy
referred to above or otherwise available to the Lessor at law or in equity; and the exercise or beginning of
exercise by the Lessor of any one or more of such remedies shall not preclude the simultanebus or later
exercise by the Lessor of any of or all such other remedies. No express or implied waiver by:the Lessor
and the Indenture Trustee of any Event.of Default shall in any way be, or be construed to be, a waiver of
any future or subsequent Event of Default. To the extent permitted by applicable law, the Lessee hereby
waives any rights now or hereafter conferred by statute or otherwise which may require the Leésor to sell,
lease or otherwise use any Item of Equipment in mitigation of the Lessor’s damages as set forth in this
Section 13 or which may otherwise limit or modify any of the Lessor’s rights or remedies under this Section
13 except as otherwise specifically set forth therein.

SECTION 14. Early Termination.

(a) Termination for Obsolescence. So long as a default or an Event of Default shall not have occurred
and be continuing, the Lessee shall have the right to terminate this Lease with respect to any Item of
Equipment which in the good faith opinion of the Lessee is obsolescent or no longer useful in the business
of the Lessee on any Rental Payment Date which is on or after the sixth anniversary of the Closing Date in
the case of Class A Items of Equipment and which is on or after the seventh anniversary of the Closing
Date in case of Class B and C Items of Equipment and which is on or after the tenth anniversary of the
Closing Date in the case of Class D Items of Equipment. To exercise this right of termination the Lessee
shall give the Lessor at least 90 days’ prior written notice specifying the Item of Equipment as to which this
Lease is to be terminated and the Rental Payment Date on which the termination is to occur (the
“Termination Date”). , "

1

During the period from the giving of such notice until the Termination Date, the Lessee, as zligent for
the Lessor, shall use its best efforts to, and any Owner Participant may, obtain bids for the purchase of such
Item of Equipment. The Lessee shall, and such Owner Participant may, certify to the Lessor in wr’_iting the
amount of each bid received and the name and address of the party (who shall not be the Lesseé or any
person that controls, is controlled by or is under common control with the Lessee but who may be a
Participant) submitting such bid. On the Termination Date the Lessor shall, without r{acourse.
representation or warranty whatsoever except as to the non-existence of Lessor’s Liens, sell such Jtem of
Equipment for cash to whomsoever shall have submitted the highest bid prior to such date, and thereupon
the Lessee shall deliver such Item of Equipment to the Lessor in accordance with the terms of Sel;ction 4
hereof, provided, however, that if in respect of any Item of Equipment no acceptable bid is received for an
amount greater than its Termination Value, the Lessee may instruct the Lessor at least 15 days prior to the
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Termination Date to reject all bids for such Item of Equipment and the Lessor shall do so. If no sale of
such Item of Equipment takes place on the Termination Date, the Lessee shall not deliver such Item of
Equipment to the Lessor and this Lease shall continue in full force and effect as to such Item of Equipment.

The total sale price realized at such sale shall be retained by the Lessor and, in addition, on the
Termination Date, the Lessee shall pay to the Lessor the sum of (w) the excess, if any, of (i) the
Termination Value for such Item of Equipment computed as of the Termination Date over (ii) the
proceeds of such sale less all expenses incurred by the Lessor in connection with such sale and with the
collection or distribution of such payment, (x) the premium, if any, payable on the Equipment Trust
Certificates (and to be credited upon the Loan Certificates) required pursuant to the Indenture to be
redeemed in connection with such termination, (y) all other Rent with respect to such Item of Equipment
due on or prior to the Termination Date (including the installment of Basic Rent due on such date) and
(z) any reimbursement for Fees, Taxes and Other Charges required by Section 11 hereof. In the event of
such sale and upon compliance by the Lessee with the provisions of this Section 14(a), the obligation of
the Lessee to pay all Basic Rent hereunder with respect to such Item of Equipment in respect of Lease
Periods after the Termination Date shall cease and the Term for such Item of Equipment shall end
effective as of the Termination Date. The Lessor shall be under no duty to solicit bids, to inquire into the
efforts of the Lessee to obtain bids or otherwise to take any action in connection with any such sale other
than as expressly provided in this Section 14(a).

(b) Purchase Option on Indemnity Payments. (1) So long as a default or an Event of Default shall not
have occurred and be continuing, the Lessee shall have the right during a Purchase Notice Period (as
defined in Section 14(b)(2) hereof) to elect to purchase all, but not less than all, the Equipment leased
under this Lease and the equipment leased under all Other Leases. To exercise such right the Lessee shall
give during such Purchase Notice Period to the Lessor and to each of the Other Lessors written notice
specifying a Rental Payment Date not less than 30 nor more than 130 days after the date of such notice on
which the purchase is to occur (herein called the “Purchase Date”).

On the Purchase Date, the Lessee will pay to the Lessor the greater of (A) the fair market value of
each Item of Equipment or (B) the sum of (i) the Stipulated Loss Value of each Item of Equipment
computed as of the Purchase Date and the following additional amounts of Rent, (ii).the premium, if any,
payable on the Equipment Trust Certificates (and to be credited upon the Loan Certificates) required
pursuant to the Indenture to be redeemed in connection with such purchase, (iii) all other Rent with
respect to each Item of Equipment due on or prior to the Purchase Date (including the installment of Basic
Rent due on such date), and (iv) any reimbursement for Fees, Taxes and Other Charges required by
Section 11 hereof, and the Lessor will convey to the Lessee, without recourse, representation or warranty

whatsoever except with respect to the non-existence of Lessor’s Liens, all of the Lessor’s right, titlc and
interest in and to the Items of Equipment.

Upon compliance by the Lessee with this Section 14(b), the obligation of the Lessee to pay Basic
Rent hereunder for all Lease Periods after the Purchase Date shall cease and the Term for each Item of
Equipment shall end effective as of the Purchase Date. The Lessor shall not be required to sell Items of
Equipment unless on the Purchase Date it receives in cash the full amount payable pursuant hereto. If no
sale takes place, this Lease will continue in full force and effect.

(2) As used in this Section 14(b) the following terms have the meaning indicated:

“Indemnifiable Event” means (i) any event or circumstance which would permit the Lessor at its
option to increase the Basic Rent under this Lease or the lessor under any Other Lease to increase the
basic rent under such Other Lease, pursuant to Section 11 (b)(2) or (b)(3) of this Lease of such
Other Lease, and (ii) the Lessor or such Other Lessor, as the case may be, shall have either (A)
elected to increase such rent or (B) failed for a period of 60 days after notice by the Lessee describing
such event or circumstance, to waive its option to increase such rent as a result of such event or
circumstance, provided, however, that any option by the Lessor to increase Basic Rent as a result of the
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incorrectness of any representation or warranty at the time when made by the Lessée, pursuant to
Section 2(d) hereof or Section 2 of Lease Supplement No. 1 shall not be an Indemnifiable Event.

“Purchase Notice Period” means the 60-day period following an Indemnifiable Event if the total
amount paid and reasonably anticipated to be paid (after discounting quarter-annually amounts
reasonably anticipated to be paid in respect of future periods to present value at the rate of 10% per

. annum) as a result of such Indemnifiable Event and all previous Indemnifiable Events as Basic Rent
under this Lease and basic rent under all Other Leases (after deducting any reduction in the payment
of Basic Rent incurred or reasonably anticipated to be incurred [in the case of reductions in respect of
future periods discounted as aforesaid] as a result of Section 11(b)(2) and (b)(7) of this Lease and
the Other Leases) shall exceed $1,300,000; provided, however, that if the Lessor or the Lessee shall in
good faith be in doubt whether the $1,300,000 figure has been exceeded and shall give prompt notice
to the other, the Purchase Notice Period shall be the 60-day period following the date on which
Citicorp Leasing, Inc. shall have delivered to the Lessee and the Lessor its results indicating that the

. $1,300,000 figure has been exceeded.’ '

(c) Purchase Option for Changes in Law. In the event that (i) on the Closing Date a bill shall have
been pending before the Congress of the United States for the amendment, modification, addition or
change in or to any law or regulation and any Owner Participant shall have determined, such
determination to have been evidenced by written notice given by.such Owner Participant to the Lessee on
or prior to the Closing Date, that the effect of such amendment, modification or change would be likely to
preclude any Owner Participant from being entitled to the tax treatment contemplated by the specific
rulings set forth in paragraphs 1, 2, 11 and 12 of the Ruling Letter, and (ii) at any time during the Original
Term for any Item of Equipment, such bill shall be enacted into law and have the effect of precluding any
Owner Participant from being entitled to the tax treatment contemplated by the specific rulings set forth in
the paragraphs referred to in clause (i) of this paragraph (c), the Lessee shall have the right, with the
prior written consent of the Indenture Trustee, to purchase all, but not less than all, the Equipment leased
under this Lease on a Rental Payment Date occurring not less than 30 days nor more than 130 days after
the date on which the Lessor or any Owner Participant shall have given written notice to the Lessee of the
enactment and effect of such law (the “Purchase Date”). '

On the Purchase Date, the Lessee will pay to the Lessor the greater of (A) the fair market value of
each Item of Equipment, or (B) the sum of (i) the Stipulated Loss Value of each Item of Equipment
computed as of the Purchase Date and the following additional amounts of Rent, (ii) the premiufn, if any,
payable on the Equipment Trust Certificates (to be credited upon the Loan Certificates) requifed to be
redeemed in connection with such purchase, (iii) all other Rent with respect to each Item of Equipment
due on or prior to the Purchase Date (including the installment of Basic Rent due on such date), (iv) any
reimbursement for Fees, Taxes and Other Charges required by Section 11 hereof, and (v) such arhount as
shall be required in order that, after giving effect to the enactment of such law, the after-tax yield to the
Owner Participants in respect of the Overall Transaction (as computed by Citicorp Leasing,, Inc. in
accordance with the same method and assumptions used by it in computing each of the Stipulat'led Loss
Value and Termination Value percentages specified in each Schedule II and each Schedule III hereto),
measured, in the case of each Item of Equipment, from the Closing Date to the end of the Origine‘gl Term
for such Item of Equipment, shall be the same as such after-tax yield would have been if such law had not
been enacted and the Lessor will convey to the Lessee, without recourse, representation or warranty
whatsoever, except with respect to the non-existence of Lessor’s Liens, all of the Lessor’s right, ti’tile and

interest in and to the Items of Equipment. : '

Upon compliance by the Lessee with this Section 14(c), the obligations of the Lessee to pay Basic
Rent hereunder for all Lease Periods after the Purchase Date shall cease and the Term for each I}em of
.Equipment shall end effective as of the Purchase Date. The Lessor shall not be required to sell Itdms of
Equipment unless on the Purchase Date it receives in cash the full amount payable pursuant hereto.

34



Section 18
SECTION 15. Renewal Option.

(a) Right to Renew. Subject to the restrictions contained in Section 15(b) hereof, the Lessee may, by
giving not less than 365 days’ prior written notice to the Lessor, elect to renew this Lease in respect of any
Item of Equipment at the end of its Original Term or any Renewal Term for the period specified in such
notice. The terms and conditions provided for herein shall continue to apply during such Renewal Term
except that Basic Rent shall be equal to the fair market rental value of such Item of Equipment at the date
of renewal and the Stipulated Loss Value and Termination Value of such Item of Equipment on the first
day of the Renewal Term shall be equal to its fair market sales value on such date and thereafter such

values shall be reduced on a straight line basis on each Rental Payment Date over the estimated remaining

useful life of such Item of Equipment; provided, however, that in no case shall such values be less than 5%
of the Capitalized Cost of such Item of Equipment. If requested by the Lessor, the Lessee agrees that it
will promptly enter into a separate lease agreement in respect of such Item of Equipment containing
substantially the terms and conditions which would be applicable hereunder during the Renewal Term;
provided, however, that so long as such Item of Equipment shall be subject to the lien of the Indenture, the

Lessor and the Lessee shall not enter into such separate Lease Agreement without the prior written consent
of the Indenture Trustee.

(b) Restrictions on Renewal. The Lessee may not exercise its right to renew:
(i) for a period of less than one year;
(i) for a period that does not end on a Rental Payment Date;

(iii) with respect to any Item of Equipment for a period that extends beyond the estimated
remaining useful life of such Item of Equipment; '

(iv) for a period which extends beyond October 15, 2013; or

(v) at a time when a default or an Event of Default shall have occurred and be continuing.

(¢) Appraisal. For the purposes of this Section 15 and Section 13 hereof the “fair market rental
value”, “fair market sales value” and “estimated remaining useful life” of an Item of Equipment shall be
determined by the following procedure: Each party shall select an independent appraiser within 15
Business Days of the date on which either party has requested the other party to appoint an-appraiser. If
one party shall fail to appoint an appraiser within the required time, the. decision of the .appraiser
appointed by the other party shall be final. If two appraisers are appointed, they shall confer and agree
upon “fair market rental value”, “fair market sales value” and “estimated remaining useful life”. If they
do not so agree within 30 Business Days after the latter of them is appointed, then such two appraisers
shall within 10 Business Days after such thirtieth Business Day agree upon a third independent appraiser
who shall independently determine “fair market rental value”, “fair market sales value’” and “estimated
remaining useful life” within 30 Business Days of his acceptance of his appointment, and his determination
shall be final. If such two appraisers do not agree upon such third appraiser within the time prescribed
then either party may within 10 Business Days thereafter request the American Arbitration Association to
appoint such a third appraiser within 30 Business Days after such request is made. If no such appraiser
shall have been appointed within 30 Business Days of such request to the American Arbitration
Association, either party may apply to any court having jurisdiction to make such appointment. Any
appraiser appointed pursuant to the foregoing procedure shall be instructed to determine, within 30
Business Days after his appointment, the “fair market rental value”, “fair market sales value”, and
“estimated remaining useful life” of any Item or Items of Equipment, and his determination thereof shall
be final. The “fair market rental value”, “fair market sales value” and “estimated remaining useful life” of
any Item of Equipment shall be determined upon the assumption that such Item of Equipment shall have
been maintained in accordance with the provisions hereof. If the appraisal shall not be completed by the
termination or other expiration of the Term of the relevant Item of Equipment, such Term shall be
extended until the appraisal shall have been completed and the Lessee shall compensate the Lessor for the
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use of any such Item of Equipment at a rate equal to the Basic Rent hereunder during the Original Term if
there has been no Renewal Term or, if there has been any Renewal Term, during the last Renewal Term.
All expenses and costs relating to the appraisal procedure shall be borne by the Lessee.

SECTION 16. No Set-off or Counterclaim. This Lease is a net lease and the Lessee’s obligation to pay
all Rent payable hereunder shall be absolute and unconditional and shall not be affected by any
circumstance, including, without limitation, (i) any set-off, counterclaim, recoupment, deduction, abate-
ment, suspension, diminution, reduction, defense (other than the payment of Rent in accordance with the
terms hereof) or other right which the Lessee may have against the Lessor, any Participant, the Indenture
Trustee, any Manufacturer or anyone else 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 Item of Equipment,
or any interruption or cessation in the use or possession thereof by the Lessee or for any reason whatsoever,
or the existence of any Liens with respect thereto, (iii) any insolvency, bankruptcy, reorganization or
similar proceedings by or against the Lessee or the Lessor, (iv) any default by the Lessor under this Lease
or under any other instrument to which the Lessor and the Lessee may be parties, (v) except as expressly
set forth herein, any change in tax or other laws of the United States, any state thereof, or any political
subdivision of any of them, (vi) the invalidity or unenforceability of, or any other infirmity in, the
Participation Agreement, this Lease, the Lease Assignment, the Lease Guaranty, the Interest Gﬁaranty, the
Easement Agreement, the Indenture or any other document, instrument or agreement or any lack of power
of the Lessee, the Lease Guarantor or the Lessor to enter into any of the foregoing, or (vii) any other event
or circumstance whatsoever, whether or not similar to any of the foregoing, it being the intention of the
parties hereto that the obligations of the Lessee shall be absolute and unconditional and shall be separate
and independent covenants and agreements and shall continue unaffected unless the requirement to pay or
perform the same shall have been terminated pursuant to an express provision of this Lease. The Lessee
hereby waives, to the extent permitted by applicable law, any and all rights which it may now have or
which at any time hereafter may be conferred upon it, by statute or otherwise, to terminate, cancel, quit or
surrender this' Lease except in accordance with the express terms hereof, Except to the extent:expressly
provided to the contrary herein or in the Participation Agreement, each Rent payment made by the Lessee
shall be final and the Lessee will not seek to recover all or any part of such payment from the Lessor for
any reason whatsoever. :

SECTION 17. Subordination of Lease; No Merger.

(a) Subordination of Lease. This Lease shall always be subject and subordinate to any and all
security interests created in favor of the Indenture Trustee, provided that so long as no Event of Default
shall be continuing, the Lessee shall not be disturbed in its possession, use, management, operation and
quiet enjoyment of the Equipment or any Item or Items thereof or the exercise of any of its rights
hereunder by virtue of any action taken with respect to any such security interests.

(b) No Merger. There shall be no merger of this Lease or of any leasehold interest hereby created
with the title to or any other estate or interest in the Equipment or any Item or Items by reason of the fact
that the same person may acquire or hold directly or indirectly this Lease or any leasehold interest or estate
created hereby. ‘

SEcTION 18. Inspection and Information. \

(a) Inspection. The Lessee agrees that the Lessor, each Participant, and/or the Indenture Trustee or
their respective authorized representatives may, at their sole cost and expense, at all reasonable tirﬁes, on
reasonable prior notice and subject to all safety and operating regulations of the Lessee, inspect the Items
of Equipment and the books and records of the Lessee relative thereto, but that neither the Lessor, the
Participants nor the Indenture Trustee shall have any duty to make any such inspection or shall incur any
liability by reason of not making same.

]

(b) Information Concerning Equipment. The Lessee shall promptly furnish the Lessori any
Participant, and/or the Indenture Trustee from time to time such information as any such party"shall

l
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reasonably request concerning the Items of Equipment including, without limitation, information
concerning their condition, maintenance, use and location. To the extent that such information consists of
information contained in or derivable from records kept (or which in accordance with good business
practice should be kept) by the Lessee, it shall be furnished without cost to the person requesting the
information. Otherwise, unless an Event of Default shall have occurred and be continuing, the person

requesting the information shall compensate the Lessee for its reasonable costs -in assembling such
information.

(¢) Biannual Report. Within the six months preceding April 30, 1978 and April 30 of each second
year thereafter, the Lessee will at its own expense cause a physical inspection to be made of each Item of
Equipment and will prepare and deliver, or cause to be prepared and delivered, to the Lessor and the
Indenture Trustee a brief report concerning the manner of such inspection (including identification of the
person or persons making it and the date or dates on which it was made and if it was not possible to inspect
any Item of Equipment the reasons therefor), the condition of each such Item of Equipment, its location,
the legibility of the marking required by Section 6(e) hereof and such further information as the Lessor,
the Indenture Trustee or any Participant may reasonably request. The person or persons making such
inspection shall be professional members of the engineering or accounting staff of the Lessee or of either of
its shareholders, provided that at the request of the Lessor, the Indenture Trustee or any Participant, which
request may not be made by any such person prior to November 30, 1979 or the end of the fourth year
next following any such request, the person or persons making such inspection and preparing such report
shall be independent engineers or independent public accountants of recognized standing.

SECTION 19. Further Assurances. The Lessee will promptly and duly execute and deliver to the
Lessor such further documents and assurances and take such further action as the Lessor or the Indenture
Trustee may from time to time reasonably request in order to carry out more effectively the intent and
purpose of this Lease and to establish and protect the rights and remedies created or intended to be
created in favor of the Lessor and the Indenture Trustee hereunder.

SECTION 20. The Lessor’s Right to Perform for the Lessee.

(a) Advances by the Lessor. Subject to Section 18 of the Participation Agreement, if the Lessee fails to
make any payment of Rent required to be made by it hereunder or fails to perform or comply with any of
its agreements contained herein, the Lessor or the Indenture Trustee may, with notice to but without
demand upon the Lessee and without waiving any default or Event of Default or releasing the Lessee from
any obligation, itself make such payment or perform or comply with such agreement, and the amount of
such payment and the amount of the reasonable expenses of the Lessor and/or the Indenture Trustee
incurred in connection with such payment or the performance of or compliance with such agreement, as
the case may be, together with interest thereon at the Overdue Interest Rate, shall be deemed
Supplemental Rent, payable by the Lessee upon demand.

(b) The Lessor as Agent. Without in any way limiting the obligations of the Lessee hereunder, the
Lessee hereby irfevocably appoints the Lessor as its agent and attorney-in-fact, with full power and
authority at any time at which the Lessee is obligated to deliver possession of the Equipment or any Item
or Items to the Lessor, to demand and take possession of such Equipment or Item or Items in the name and
on behalf of the Lessee from whomsoever shall be at the time in the possession thereof.

SECTION 21. Liabilities of Trustee; Successor Trustee.

() Liabilities of Trustee. It is expressly understood and agreed by and between the parties hereto,
anything herein to the contrary notwithstanding, that each and all of the representations, covenants,
undertakings and agreements herein made on the part of the Lessor, while in form purporting to be the
representations, covenants, undertakings and agreements of First National Bank of Louisville are
nevertheless each and every one of them, made and intended not as representations, covenants,
undertakings and agreements of it in its individual corporate capacity or for the purpose or with the
intention of binding it in its individual corporate capacity, but are made and intended for the purposes of
binding only the trust created by the Trust Agreement and the Trust Estate; such trust is the Lessor
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hereunder, and this Lease is executed and delivered by the Trustee not in its own right but solely in the
exercise of the powers conferred upon it as such Trustee;.and no liability or responsibility in its individual
corporate capacity is assumed by nor shall at any time be asserted or enforceable against such corporation
or any incorporator or any past, present or future subscriber to the capital stock of the Trustee, on account
of this Lease or on account of any representation, covenant, undertaking or agreement of such corporation
in this Lease contained, either expressed or implied, all such individual corporate liability, if any, being
expressly waived and reléased by the Lessee herein and by all persons claiming by, through or under said
Lessee; excepting, however, that the Lessee or any person claiming by, through or under it, making claim
hereunder, may look to the said trust and the Trust Estate for satisfaction of the same; and excepting
JSurther, however, that the Lessee or the Lease Guarantor may pursue against the First National Bank of
Louisville, or any institution which shall be acting as a ‘successor Trustee, in its individual capacity any
claim for damages which have been sustained by the Lessee or the Lease Guarantor if, but only if, those
damages have resulted solely from a breach by such Trustee of the Lessor’s agreements set forth in Section
2(h) hereof, or solely from acts of wilful or fraudulent misconduct committed by such institution or any of
its officers or employees. In no case whatsoever shall any Owner Participant be personally liable, on or for
any loss in respect of, any of the representations, warranties, agreements or obligations of the Lessor
hereunder.

(b) Successor Trustee. The Lessee agrees that in the case of the appointment of any successor Trustee
pursuant to the terms of the Trust Agreement, such successor Trustee shall, upon written notice by such
successor Trustee to the Lessee, succeed to all the rights, powers and titles of the Lessor hereunder and
.shall be deemed to be the Lessor and the owner of the Equipment for all purposes hereof, without the
necessity of any consent or approval by the Lessee and without in any way altering the terms of this Lease
or the Lessee’s obligations and liabilities hereunder. One such appointment and designation of a successor
Trustee shall not exhaust the right to appoint and designate further successor Trustees pursuant to the
Trust Agreement, but such right may be exercised repeatedly as long as this Lease shall be in effect. As
used in this Lease, the term “First National Bank of Louisville” shall be deemed to refer to any successor
Trustee in its individual capacity. : :

SECTION 22. Assignment. Except to the extent permitted by Section 6(c) hereof, the Lessee will not,
without the prior written consent of the Lessor and the Indenture Trustee, assign any of its rights hereunder
or in the Equipment, sublet the Equipment or otherwise permit the Equipment to be operated or used by or
in the possession of, anyone but the Lessee; provided, however, that the Lessee may enter into such
arrangement or arrangements with third persons as it may deem desirable or convenient and undér which
the Equipment may be operated or otherwise employed in the Lessee’s business or operations by the
Lessee, such third person or persons, or both the Lessee and such third person or persons. The Lessor
agrees that prior to the occurrence of an Event of Default it will not assign or convey its right, title or
interest in and to this Lease or any Item of Equipment except as contemplated by or provided in the Trust
Agreement, the Participation Agreement, the Lease Assignment or the Indenture; provided, however,
Lessor may without restriction assign its rights in respect of any Renewal Term or in respect ‘of any
separate Lease Agreement entered into pursuant to the last sentence of Section 15(a) hereof. Thé rights
and obligations of the Lessor and the Lessee hereunder shall inure to the benefit of, and be binding upon,
the permitted successors and assigns of the Lessor and the Lessee, respectively, except that the assignment
made to the Indenture Trustee pursuant to the Lease Assignment and the Indenture shall not in any way
impair or diminish any obligations of the Lessor under this Lease nor impose any of such obligati("l)ns on
the Indenture Trustee.

SECTION 23. The Equipment Trust Certificates. . : \

.

(a) Security for the Equipment Trust Certificates. In order to secure the indebtedness -evidenced by
the Equipment Trust Certificates, the Lessor in the Indenture assigns and in the Lease Assignmenlp will
assign to the Indenture Trustee upon the terms and with the exceptions therein set forth all of its righty title
and interest in and to this Lease and grants to the Indenture Trustee a security interest in all the Items of
Equipment. To the extent, if any, that this Lease or any supplement hereto constitutes “chattel papelr’.’ or
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other “collateral” (as such terms are defined in the Uniform Commercial Code of any jﬁrisdiction) no
security interest in this Lease or such supplement may be created through the transfer or possession of any
counterpart other than the original counterpart which shall be stamped or marked “Counterpart Number
17 thereon and shall be further identified as the counterpart containing the receipt therefor executed by the
Indenture Trustee on the signature pages hereof or thereof. The Lessee acknowledges receipt of an
executed counterpart of the Indenture and hereby accepts and consents to the assignment of this Lease and
agrees to pay directly to the Indenture Trustee (except as otherwise provided in Sections 10 and 11 hereof
and until it shall have received notice from the Indenture Trustee of the discharge of the Indenture)-all
amounts of Rent due or to become due hereunder. The Lessee further consents to the grant of a security
interest in the Items of Equipment, and the Lessee agrees that it will not change the location of any Item of
Equipment unless the conditions set forth in Section 26 hereof shall have been fulfilled at the expense of
the Lessee. The Lessor agrees to cooperate with the Lessee in causing such conditions to be fulfilled.

(b) Refinancing of the Equipment Trust Certificates. If the Lessor is able to refinance the Equipment
Trust Certificates by prepaying them pursuant to Section 6.04 of the Indenture from the proceeds.of the
issuance of other new debt obligations bearing a lower rate of interest and repayable as to principal at the
same times and in the same amounts as the Equipment Trust Certificates, the Lessor agrees to reduce each
quarterly installment of Basic Rent thereafter payable by an amount equal to the reduction in interest
payable on the indebtedness attributable to this Lease. If requested by the Lessee, the Lessor. agrees to
attempt to so refinance the Equipment Trust Certificates on or after April 15, 1989 provided the following
conditions are met: (i) it shall have received a commitment from one or more responsible and substantial
financial institutions willing and able to purchase such new debt obligations on terms not less favorable to
Lessor and the Owner Participants than the terms relating to the Equipment Trust Certificates; (ii) all
expenses of every kind and all Fees, Taxes and Other Charges resulting from such refinancing or
attempted refinancing shall be borne by the Lessee (including, without limitation, reasonable com-
pensation to be agreed at that time for the time and efforts required of the Owner Participants); (iii) such
refinancing shall not reduce the after-tax yield of the Owner Participants; ( iv) no default or Event of
Default shall be continuing; and (v) such refinancing will not otherwise adversely affect in any respect or
subject to any risk any Owner Participant or the Owner Trustee in its individual capacity. In connection
with any such refinancing the Lessor and the Lessee agree to enter into such amendments to this Lease and
the other documents in connection with the Overall Transaction as shall be appropriate in the
circumstances and do not adversely affect the Lessor in any respect. If the foregoing conditions are not
met, the Lessor shall have no obligation to attempt or agree to any such refinancing.

(c) Interest Guaranty. The Lessee ag}ees for the benefit of the Lessor and the Owner Participahts that
it will comply with all the provisions of the Interest Guaranty, and that it will not amend, modify or

terminate or permit to be amended, modified or terminated the Interest Guaranty without the prior written
consent of the Lessor.

SECTION 24. Notices. All notices required or permitted under the terms and provisions hereof shall be
in writing, and any such notice shall become effective when received at the party’s address specified below;
(1) if to the Lessee, at 1100 Superior Avenue, Cleveland, Ohio 44114, Attention: Secretary, or at such other
address as the Lessee shall from time to time designate in writing to the Lessor, with copies to the Lease
Guarantor at its address set forth in the Lease Guaranty, or such other address as the Lease Guarantor
shall from time to time designate in writing to the Lessor, (ii) if to the Lessor, at First National Tower,
Louisville, Kentucky 40202, Attention: Corporate Trust Department, or at such other address as the Lessor
shall from time to time designate in writing to the Lessee, with copies to each Owner Participant at its

address for notices provided for in the Participation Agreement, or at such other address as such Owner

Participant shall from time to time designate in writing to the Lessee and if to the Indenture Trustee, as
provided in the Indenture. -

SECTION 25. Merger or Consolidation of the Lessee. The Lessee will not (i) consolidate with or merge

into any other person, (ii) convey or transfer all or substantially all of its assets to any other person,-or (iii) .

permit any other person to consolidate with or merge into it, provided, that the Lessee may so consolidate,
merge, convey or transfer if (A) the person that results therefrom expressly and unconditionally assumes,
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by written agreement all obligations of the Lessee hereunder and under each other of the Operative
Documents to which the Lessee is a party or by which the Lessee is bound and (B) the Lease Guarantor
reaffirms, by written agreement its obligations under the Lease Guaranty, and provided, further, that no
such consolidation, merger, conveyance or transfer shall affect or reduce any obligations of such person as
the Lessee hereunder or under any other of the Operative Documents to which the Lessee is a party or by
which the Lessee is bound or any rights of the Lessor or the Indenture Trustee hereunder or under any
other of the Operative Documents, and all obligations of such person hereunder shall continue in full effect
as if such person had originally executed this Lease and such other of the Ope{ative Documents as the
Lessee. ' N )

SECTION 26. Recording; Opinions of Counsel.

(a) Recording. Promptly following the execution of this Lease and in any event prior to the delivery
and acceptance hereunder of any Item and prior to each change in location outside of Pike County,
Kentucky (except as provided in the last sentence of Section 6(c) for a period of four months or less) of
any Item of Equipment, the Lessee at its own expense will cause all UCC financing statements and all
other documents and instruments necessary to create and perfect any security interests in the Equipment
and in and to the Lessor’s rights under this Lease, the Lease Guaranty and the Easement Agreement in
favor of the Indenture Trustee and to establish and perfect the Lessor’s title in and to the Equipment to be
filed in all necessary places as required by law or reasonably requested by the Lessor or the Indenture
Trustee. The Lessee will further duly file and record or deposit as aforesaid all periodic continuation
statements with respect to all UCC financing statement filings as and when required and refile'and re-
record or re-deposit any of the foregoing as may be necessary. ‘

(b) Annual Counsel Opinion. The Lessee at its own expense will promptly furnish to the Lessor and
the Indenture Trustee annually after the execution thereof (but not later than March 31 of each year),
commencing with the year 1976, certificates or other evidences of the filings and recordings or deposits and
refilings and re-recordings or re-deposits referred to in Section 26(a) hereof and an opinion reasonably
satisfactory to the Lessor and the Indenture Trustee of counsel for the Lessee acceptable to the Lessor and
the Indenture Trustee either (i) to the effect that such filings and recordations (or re-filings and re-
recordations) have been duly made and that all other action has been taken, as is necessary to comply with
the requirements of Section 26(a) hereof, or (ii) that no such additional filings, recordings, deposits, re-
filings, re-recordings, re-deposits or other actions are necessary to comply with the requirements of Section
26(a) hereof. In addition, the Lessee shall do and perform any other acts and will execute, acknowﬁledge,
deliver, file, register, deposit and record (and will re-file, re-deposit and re-record whenever necessary) the
Easement Agreement, the Indenture, this Lease and any and all further instruments required by law or
reasonably requested by the Lessor or the Indenture Trustee for the purpose of the proper protection (to
the reasonable satisfaction of the Lessor and the Indenture Trustee and their respective counsel) of their
respective title to and interest in the Equipment or any Item and their respective rights under this Lease,
the Lease Guaranty and the Easement Agreement or for the purpose of carrying out the intention of this
Lease. The Lessee shall promptly furnish to the Lessor and the Indenture Trustee evidences of any of the
foregoing.

SECTION 27. Miscellaneous. Any provision of this Lease which is prohibited or unenforceable in any
jurisdiction shall, as to such jurisdiction, be ineffective to the extent of such prohibition or unenforceability
without invalidating the remaining provisions hereof, and any such prohibition or unenforceability in"; any
Jurisdiction shall not invalidate or render unenforceable such provision in any other jurisdiction. To, the
extent permitted by applicable law, the Lessee and the Lessor, hereby waive any provision of law which
renders any provision hereof prohibited or unenforceable in any respect. No term or provision of Is{this
Lease may be changed, waived, discharged or terminated orally, but only by an instrument in writing
signed by the party against which the enforcement of the change, waiver, discharge or terminatior‘.l is -
sought. All payments of Rent hereunder shall be paid in United States Dollars in Immediately Available
Funds by 11:00 A M. New York City time on the date of payment. Any payment of Rent if stated to!i be
due hereunder on a day which is not a Business Day, shall be payable on the Business Day next preceding
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such day. This Lease shall constitute an agreement of lease, and nothing herein shall be construed as
conveying to the Lessee any right, title or interest in any Item of Equipment except as lessee only. To
prevent the application to the Equipment of Kentucky Revised Statute 378.050, a description of all
equipment leased or to be leased to the Lessee by the Lessor and the Other Lessors, respectively, is set
forth in Schedule IV to this Lease. The table of contents and captions in this Lease are for convenience of
reference only and shall not define or limit any of the terms or provisions hereof. Nothing in thls Lease‘""
shall be deemed to create any right in any person not a party hereto (except as hereinafter in this séntefice -v
provided) and this Lease shall not be construed in any respect to be a contract in whole or in part for the

LY
benefit of any third party other than an Indemnified Party and a person for whose benefit the Lessee has T~ . %
agreed specifically in a separate written agreement to perform obligations herein contained. ThlS Lease =E
shall in all respects be governed by, and construed in accordance with, the laws of the State of New York - . &5
including all matters of construction, validity and performance. - \‘; §

>3
IN WITNESS WHEREOF the Lessor and the Lessee have each caused this Lease to be duly executed as of 5 ‘»\\&‘
the day and year first above written. e
[ CORPORATE SEAL] FIRST NATIONAL BANK OF LOUISVILLE, 'A\\"‘%" =
As Trustee, Lessor ~ A
o -~
B (S5 s
ATTEST: -By....... &AL oI T reeseeesasseent i ; ‘22
Vice President and Trust Ofﬁcer " ~Z
~ by

5 ~ - " '}\ ~

...................... ) "J'_’ - _’ ’\\f
rooT
o D e -
[ CORPORATE SEAL] LEesLIE COAL MINING COMPANY,
Lessee
ATTEST; By........
. R
P
. - A \' .
©ea t TN
Lo ”j‘g
e ¥
: < E
NOE
\ -, H‘.
R
-~ -\"“:\'\\‘:\‘
~ i «.\"J‘?’A

THE RIGHTS OF THE LESSOR IN AND TO THIS LEASE HAVE BEEN ASSIGNED, MORTGAGED AND PLEDGED
TO, AND ARE SUBJECT TO A SECURITY INTEREST IN FAVOR OF, THE INDENTURE TRUSTEE UNDER THE TRUST
INDENTURE AND SECURITY AGREEMENT DATED AS OF SEPTEMBER 30, 1975, BETWEEN FIRST NATIONAL BANK
OF LOUISVILLE, AS OWNER TRUSTEES, AND THE CHASE MANHATTAN BANK (NATIONAL ASSOCIATION), AS
INDENTURE TRUSTEE, AS SAID TRUST INDENTURE AND SECURITY AGREEMENT MAY BE AMENDED OR
SUPPLEMENTED FROM TIME TO TIME AS PERMITTED THEREBY. THIS LEASE HAS BEEN EXECUTED IN
SEVERAL COUNTERPARTS OF WHICH THIS 1S COUNTERPART NUMBER ¥ . SEE SECTION 23 FOR INFORMA-

TION CONCERNING THE RIGHTS OF THE HOLDERS OF THE VARIOUS COUNTERPARTS HEREOF AND SEE THE
DISCLAIMER OF REPRESENTATIONS AND WARRANTIES IN SECTION 2(g).
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STATE OF NEW YORK s
CouNTY OF NEW YORK

On this 30th day of October, 1975, before me personally cam‘y‘\’m m W%b% to
being by me duly sworn, did depose and say that he resides at >
..»»—-‘—'Qn T 0

me known who

Ls\-uSuu,Lq, k thatheisa 0. P
of FIRST NATIONAL BANK OF LOUISVILLE, one of the corporatiéns Kescnbed in and which

executed the above instrument; that he knows the seal of said corporation; that the seal affixed to said

1nstrument is such corporate seal; that it was so affixed by order of the Board of Directors of said
Ny - corporauon and that he signed his name thereto by like order.
- o

%5}*‘99 _\.\: ' - [C) LQLL&AM
2

27 -
o ' WII.L J. COMISKEY
“e . [NOTARIAL SEAL] Norary p Ugmi State of New York.
e e anan o, 4528073
AR Qualified in New York County
N 7 -’E/h . Commission Expizes Match 30, 1978
’ . 7
) N
YOO T My confr\mssxon expires
¢y - _ ,

2 . 'STATE OF N Ew YORK ..

R COUNTY,OFJNEW YoRrk »
e, 4= * . :
- o - ,

N S " - On this 30th day of October, 1975, before me personally came R.°H. Cj:ﬂSjiO e kno$wn, who,
4-.‘-” >

o bemg by me duly sworn, did depose and say that he resides 2§Y00- Superior Avanua ‘ , that he is
" --..a“*President of LEsLIE COAL MINING COMPANY, orgteadiatide @eporations described in and which

' executed the above instrument; that he knows the seal of said corporation; that the seal afﬁxed to said

instrument is such corporate seal; that it was so affixed by order of the Board of Directors of said
corporauon and that he signed his name thereto by like order.

i
",9 ~.J

- ‘\ / . 3, hl l
. N o
-~ \ . . - BT ey AN

Notary Public

e\

[ NOTARIAL .SEAL]

. ~r
-

MILDRED SPIme

. NOTARY PUEBLIC, State of Now York ‘-

ais v.(J:y, ~ NO 24- 31“50 !

i "P; N Qualified i ‘
B ‘P/ 4

n Kings Coun
Certiticate Fil v

ed in N. ¥ County
Commission Ex P

My commission expires pires March 30, 1975 '

42



EXHIBIT A

TO LEASE
LEASE SUPPLEMENT NO. 1 |
(No. 5)
LEASE SUPPLEMENT NO. 1 (NO. 5), dated , 197 ,‘-between FIRS‘I: NATIONAL BANK

oF LOUISVILLE, a national banking association organized and existing under the laws of the United States
of America, as Trustee under the Trust Agreement (No. 5) dated as of September 30, 1975, between
Citicorp Lescaman, Inc., a Delaware corporation, and such Trustee (such Trustee in its capacity as such
Trustee, being herein called the “Lessor”) and LesLie CoAL MINING COMPANY, a Delaware corporation
(the “Lessee™).

The Lessor and the Lessee have heretofore entered into that certain Lease Agreement (No. 5) dated
as of September 30, 1975 (herein called the “Lease” and the defined terms therein being hereinafter used
with the same meaning). The Lease provides for the execution and delivery of this Lease Supplement No.
1 in substantially the form hereof on the date hereof. This Lease Supplement No. I xs a supplement to the
Lease and shall be construed as such and not as a separate agreement.

Now, THEREFORE, in consideration of the premises and other good and sufficient consideration, the
Lessor and the Lessee hereby agree as follows:

,.The Lessee hereby represents, warrants and confirms to the Lessor that each Item of
Equ1pment listed on Schedules 1A, 1B, 1C, and 1D hereto has been unconditionally and 1rrevocably
accepted by Lessee in Pike County, Kentucky for all purposes of the Lease and each such Item of
Equipment either (A) is in good working order and repair and without defect or inherent vice in
condition, design, operation or fitness for use, or (B) in the good faith opinion of Lessee is capable of
being put in the state described in clause (A) promptly (in any case within. one year) without
substantial additional work and expense and Lessee covenants at its own expense to use its best efforts
promptly to put each such Item of Equipment in the state described in clause (A); provided, however,
that nothing contained herein or in the Lease shall in any way diminish or otherwise affect any right .
the Lessee or the Lessor may have with respect to any Item of Equipment against the Manufacturer
thereof or any third person.

2. The Lessee represents, warrants and confirms to the Lessor with respect to each Item of
Equipment hsted on Schedules 1A, 1B, 1C and 1D hereof:

(i) that such Item of Equlpment meets the specifications for an Item of Equipment set forth in
Section 2(a) of the Lease;

(ii) that such Item of Equipment is accurately described on the applicable Schedule;
(iii) that such Item of Equipment falls within the Class of the Schedule on which it is listed;

(iv) that the Capitalized Cost of such Item of Equipment has been properly computed in
accordance with Section 2(b) of the Lease;

(v) that such Item of Equipment has been marked in accordance with Section 6(e) of the
Lease if required by such Section;

(vi) that such Item of Equipment prior to its acquisition shall not have been put to any use by
either the Lessee or any other person, and upon acquisition and use of such Item of Equipment by
the Lessor, the original use of such Item of Equ1pment will be considered to have commenced with
the Lessor; :

(vii) such Item of Equipment constitutes to the Lessor an item of property ( A) with respect to
which (x) an investment credit of at least 7% is allowable to the Lessor under Section 38 of the
Internal Revenue Code of 1954, as amended, for “new section 38 property”, within the meaning of



Section 48(b) of such Code, and (y) the allowance for depreciation may be computed pursuant to .
either the double declining balance method, using a rate equal to twice the straight-line rate, or the *
sum of the years-digits method, as provided in Sections 167(b)(2) and (3) of such Code and (B)
which can be depreciated over an asset depreciation period of 8 years pursuant to Revenue
. Procedure 72-10, 1972-1 Cum. Bull. 721; and :

(viii) the Lessee has delivered to the Lessor an Instrument of Transfer and Acceptance
covering such Item of Equipment and such Instrument of Transfer and Acceptance duly vests in the
Lessor good and valid title to such Item of Equipment, free and clear of all Liens and tights of
others except only Liens and other rights of the types referred to in clauses (i) through (viii) of
Section 5(a) of the Lease. ' - ‘

3. The Lessor and the Lessee agree that the Capitalized Cost of each Item of Equipment, its Class
and its date of delivery under the Lease are as indicated in the respective Schedules annexed hereto.

This Lease Supplement No. 1 shall in all respects be governed by, and construed in accordance with,
the laws of the State of New York, including all matters of construction, validity and performa‘pce.

IN WiTNESS WHEREOF, the Lessor and the Lessee have caused this Lease Supplement No. 1 to be duly
executed as of the day and year first above written.

. [CORPORATE SEAL] FIRST NATIONAL BANK OF LOUISVILLE,
‘ as Trustee, Lessor

ATTEST:

BY .o, eereetsennntrese ittt e e areesabetens deereerarnnes
Vice President and Trust Officer
Assistant Secretary
{CorpPORATE SEAL] ‘ LesLie CoaL MINING CoMPANY,
' ' ’ Lessee :

ATTEST: '

BY e etk e

S it aeretttaseratresttnatnanettestaternanaiochanrarenantecas

Assistant Secretary .
*Receipt-of this original counterpart of the fore-
going Lease Supplement No. 1 is hereby ac-
knowledged on this day of , 197 .

THE CHASE MANHATTAN BANK
(National Association),
As Indenture Trustee

* This language contained in the original counterpart only.

THE RIGHTS OF THE LESSOR IN AND TO THE LEASE, INCLUDING THIS LEASE SUPPLEMENT NO. 1,‘HAVE
BEEN ASSIGNED, MORTGAGED AND PLEDGED TO, AND ARE SUBJECT TO A SECURITY INTEREST IN FAVOR OF,
THE INDENTURE TRUSTEE UNDER THE TRUST INDENTURE AND SECURITY AGREEMENT DATED AS OF
SEPTEMBER 30, 1975, BETWEEN FIRST NATIONAL BANK OF LOUISVILLE, AS OWNER TRUSTEES, AND THE
CHASE MANHATTAN BANK (NATIONAL ASSOCIATION ), AS INDENTURE TRUSTEE, AS SAID TRUST INDENTURE
AND SECURITY AGREEMENT MAY BE AMENDED OR SUPPLEMENTED FROM TIME TO TIME AS PERMITTED
THEREBY. THIS LEASE SUPPLEMENT NO. 1 HAS BEEN EXECUTED IN SEVERAL COUNTERPARTS OF WHICH
THIS IS COUNTERPART NUMBER . SEE SECTION 23 OF THE LEASE FOR INFORMATION CONCERNING THE
RIGHTS OF THE HOLDERS OF THE VARIOUS COUNTERPARTS OF THE LEASE AND OF THIS LEASE SUPPLE-
MENT NO. 1 AND SEE THE DISCLAIMER OF REPRESENTATIONS AND WARRANTIES IN SECTION 2(g) Oﬁ THE 3.
LEASE.



$s.:
COUNTY OF }

On this day of 197 , before me personally came , to me known,
who, being by me duly sworn, did depose and say that he resides at ; that
heisa of FIRST NATIONAL BANK OF LOUISVILLE, one of the corporations described in

and which executed the above instrument; that he knows the seal of said corporation; that the seal affixed
to said instrument is such corporate seal; that it was so affixed by order of the Board of Directors of said
corporation; and that he signed his name thereto by like order.

Notary Public
| NOTARIAL SEAL]

My commission expires

COUNTY OF } 55

On this day of 197 , before me personally came , to me known,
who, being by me duly sworn, did depose and say that he resides at , that
heis a of LESLIE CoaL MINING COMPANY, one of the corporations described in and

which executed the above instrument; that he knows the seal of said corporation; that the seal affixed to
said instrument is such corporate seal; that it was so affixed by order of the Board of Directors of said
corporation; and that he signed his name thereto by like order.

Notary Public
[NOTARIAL SEAL]}

My commission expires




SCHEDULE 1A
to
Lease Supplement No. 1

CLASS A ITEMS OF EQUIPMENT

Serial No. (or Date of
Item Description of other means of Delivery Capitalized
No. Item of Equipment Manufacturer identification) 197 ) Cost

$



Item
No.

Description of

Item of Equipment

CLASS B ITEMS OF EQUIPMENT

Manufacturer

Serial No. (or
other means of
identification)

SCHEDULE 1B
to
Lease Supplement No. 1

Date of
Delivery Capitalized
(197 ) Cost

$



Item
No.

Description of

Item of Equipment

CLASS C ITEMS OF EQUIPMENT

Manufacturer

Serial No. (or
other means of
identification)

SCHEDULE 1C
to
Lease Supplement No. 1

Date of
Delivery Capitalized
(197 ) Cost
$
............................... s



C

Item
No.

Description of

Item of Equipment

CLASS D ITEMS OF EQUIPMENT

Manufacturer

SCHEDULE 1D
to
Lease Supplement No. 1

Serial No. (or Date of
other means of Delivery Capitalized
identification) 197 ) Cost
$
Total .....cooveeeeereeeenenee $




This instrument was prepared by the undersigned, , attorney at lhw, whose address is
c/o Shearman & Sterling, 399 Park Avenue, New York, New York 10022.

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

. atide S0



EXHIBIT B
TO LEASE

INSTRUMENT OF TRANSFER AND ACCEPTANCE

(No. 5)

, 19

For VALUABLE CONSIDERATION, the undersigned does on the date hereof, in Pike County, Kentucky,
grant, convey, transfer, bargain and sell, deliver and set over unto First National Bank of Louisville, as
Trustee under Trust Agreement (No. 5) dated as of September 30, 1975, between said Trustee and
Citicorp Lescaman, Inc., and to said Trustee’s successors and assigns forever, all of its right, title and
interest in and to the equipment described on the Schedule annexed hereto together with (a) all
appliances, parts, instruments, appurtenances, accessories, furnishings and other property incorporated or
installed in or on or attached to said equipment, and (b) all warranties, guaranties and indemnities,
whether those warranties, guaranties and indemnities are express or implied, and all similar rights which
the undersigned may have against any manufacturer or supplier of said equipment or against any seller,
engineer, contractor or builder, in respect of said equipment.

In addition the undersigned acknowledges delivery of said equipment under the Lease Agreement
(No. 5) dated as of September 30, 1975 between the undersigned and said Trustee and hereby
unconditionally and irrevocably accepts said equipment for all purposes of said Lease Agreement.

This Instrument of Transfer and Acceptance is delivered pursuant to said Lease Agreement and the
undersigned hereby makes the representations, warranties and agreements set forth in Section 2(d) of said
Lease Agreement to the same effect as if they were set forth in full herein.

To whatever extent the said equipment might be considered a part of any realty to which the said
equipment is now attached, the undersigned intends that (a) the transfer effected by this Instrument shall
constitute a severence of said equipment from the realty regardless of the manner in which it may be
attached to the realty; (b) as a result of that severance said equipment shall become personal property to
whatever extent it was not personal property before the severance; (¢) said equipment shall remain
personal property regardless of its continued attachment to any realty and regardless of the manner in
which it may be attached to the realty; and (d) the ownership of said equipment as personal property shall
be separate and distinct from the ownership of the realty as real property.

The real property which is or may be affected by this Instrument is located in Pike County, Kentucky,
and is the same real property that was conveyed by Pickands Mather & Co. to Leslie Coal Mining
Company by deed dated May 14, 1974, and recorded in Deed Book 527, page 1, in the Pike County,
Kentucky, County Court Clerk’s office.

This Instrument of Transfer and Acceptance shall in all respects be governed by, and construed in
accordance with, the laws of the Commonwealth of Kentucky, including all matters of construction,
validity and performance.

IN WITNESS WHEREOF, the undersigned has caused these presents to be duly executed and delivered
on the day and year first above written.

LESLIE CoaL MINING COMPANY



. : . i i E 2
COMMONWEALTH. OF KENTUCKY ss: . ‘
COUNTY OF PIKE "

The foregoing instrument was acknowledged before me by * of Leslie Coal Mining
Company, a Delaware corporation, on behalf of the corporation, on , 197 .

‘ Notary Public
Commission expires:

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



C SCHEDULE TO INSTRUMENT OF TRANSFER AND ACCEPTANCE

Serial No. (or Estimated
Item Description of other means of Capitalized
No.* Item of Equipment Manufacturer identification) Class Cost
$

* This number should be prefixed by the Lease No. and Class of Equipment and then should follow in chronological order of
delivery. Thus the second item of Class D Equipment delivered under the fourth lease would be numbered 4 D-2.



SCHEDULE I
TO LEASE AGREEMENT
(No. 5)

1. Applicable Quarter: October 1, 1976 through December 31, 1976

2. Basic Rent during Original Term:

% of
Class of Capit:lized
Equipment CLS(
CLASS A oo 3.9465%
Class B ..ot e 3.3366%
ClaSS C oo e 2.7811%
CLaSS Do, 1.9960%

No. of

Installments

32
40
52
92



Rental
Payment
Date

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

SCHEDULE 11 A
TO LEASE AGREEMENT
(No. 5)

STIPULATED LOSS VALUE
CLASS A EQUIPMENT

% of Rental
Capitalized Payment
Costs Date

112.703352 3 ORI
112.306926 I8 et
111.059592 19
109.545252 20 et ressensns
107.756524 21
106.081908 22 et
104.313202 23 s
102.359922 24
100.216982 25 e
98.068170 26 e
95.785308 2T e
93.345390 28
85.645322 29t seeesene
82.997388 30 s
80.282050 31
77.494098 3 ettt

% of
Capitalized
Costs

74.632014
71.717030
68.743666
65.698598
57.481428
54.304249
51.076830
47.778344
44.407044
40.970633
37.492043
33.942701
25.221946
21.528028
17.799897
15.000000



SCHEDULE II B

TO LEASE AGREEMENT "
(No. 5)
STIPULATED LoSs VALUE
CLASS B EQuUIPMENT
Rental % ot: Rental - % of
P:g;!:gnt ' Cal():i(t;:iszed . ng::znt Cal():i(t)zliszed
OO S 112643612 7. B 71.978426
p S 112.862680 5 S ! 69.621028
K SO ettt 112.290754 P OO 67.220990
SO 111.484628 B Y S 64.765344
S e ereeeereesseeeesseeese s 110.438146 25 eeeeee s 62.252857
6 erereneecesnmesesrsne s s 109.489144 p 1 S 59.696829
T eeeeeeeveosense oo eeneseeeeeseseessesennenes 108.406776 2 57.106951
S 107.152572 p 2 S 54.463292
D ettt 105.721996 p L T 46.665761
10 eeeeeseeesere e 104.302670 [ 43918747
DO 102.737058 K] DO 41.146646
121 eeee s 101.024630 32 38.322393
13t 9b4.062734 33 e ettt nanes 35.444579
Lo 92.172476 K S 32.513444
| J Y ©90.177568 K L JOO N 29.565956
16.coooeeeeeeieeememeeeseeeeeeeseeeeennens _ 88.122898 XS 26.567706
b .. 86.007372 Y S 23.517179
18 oo seeeneee e 83.856904 3T 20.402491
19 eeeeeeeemeesesesesesseneeeenneees 81.655002 B2 T 17.269311
p 1\ 79.395490 A0, — 15.000000



O

Rental
Payment
Date

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

SCHEDULEIIC
TO LEASE AGREEMENT
(No. 5)

STIPULATED LosS VALUE
CrLAss C EQUIPMENT

% of Rental
Ca[():i(t):;ltiszed Pg_;nént
112.315372 P
113.127646 28t
113.188838 29 e
113.041952 30
112.681696 K} SO
112.409838 32 e
111.973744 33,
111.376792 3
110.614878 35
109.881838 36,
108.994162 37
107.969376 38 e
101.705200 39
100.531982 40
99.210806 4l
97.811716 R
96.363032 A3 e
94.894824 . S
93.380946 45t
91.821392 46....iiiie
85.116612 .
83.488330 B8,
81.823724 49
80.116576 50
78.366086 Sl
76.590456 52

% of
Capitalized
Costs

74.787894
72.945872
65.964779
64.054339
62.126401
60.162020
58.160312
56.127352
54.086361
52.011856
49.902901
47.753990
45.595725
43.403957
41.177673
38.902375
36.610871
34.282861
31.917224
29.498437
27.061801
24.585343
22.067818
19.492564
16.897658
15.000000




SCHEDULE II D
TO LEASE AGREEMENT !

(No. 5)

STIPULATED L0OSS VALUE
CLass D EQUIPMENT

Rental % of Rental % of
Payment Capitalized Payment Capitalized
Date Costs Date Costs
L 112.819418 BT ettt 79.044934
2 ettt 114.484240 A8t 78.072748
s 115.461844 49 77.087776
G 116.270322 50 et e 76.083566
S et 116.905618 St 75.074162
Bttt 117.621876 8 et tone 74.051310
T ettt 118.144816 5 e s 73.014640
B ettt 118.527770 S8t 71.957380
D ettt ettt eanes 118.767378 8 e 70.894358
10 '119.062282 56ttt 69.816788
Ll 119.201572 5T s 68.724270
L2 e 119.223638 5 s 67.609666
L3 s 114.026870 50 s 66.488680
| SOOI 113.950904 60t 65.351939
15 ettt 113.724104 61 e 64.198995
L6.eeeeeeeeeeeeteee e 113.390674 62 63.022320
LT ettt 112.948048 63 e 61.838584
I8ttt 112.519236 6 ... 60.637759
19t 111.970144 65 e 59.419356
20 s 111.363566 66 58.175400
2] 105.626850 67 ettt 56.923636
22 ettt es 104.987504 B8t 55.653318
23t 104.319464 69t 54.363898
24t e 103.624844 TOeoeiieieieeeeteseenree et aenens 53.046915
25 e et aes 102.903334 T 51.721308
26 ereeeierereeereer s ettt esenaees 102.179376 2 O U 50.375526
2T et 101.436828 T et 49.008963
28t crreerie e nrearenrr s 100.672240 Th et 47.612611
29ttt 94.786542 TS ettt e r e 46.206742
30 e 93.996194 T6 e 44.778908
3l 93.197484 T et 43.328439
3 ettt s 92.381358 [ T OO NS USUUURURUN 41.845721
1 SO UUSURN 91.547536 T9 e 40.352502
34t 90.709380 80 e 38.835342
3 et eteeaeneens 89.873200 Bl 37.293500
36t 89.024310 8 e 35.716683
K o OOV ORI 88.162448 B3 e 34.128287
K 1 J RSOOSR UURRPURIOt 87.290012 8.t 32.513764
30 e e 86.419182 B e 30.872297
0. 85.537626 ] S UUUU TP ROUUUSRRUTIN 29.192838
. 3 O USSP 84.645072 87 e 27.500616
. OO OO SO 83.735614 B8 e 25.779851
X T U UUUUOROTO 82.821966 T80 e 24.029637
Qh....oeeeeeeetre e 81.896770 90 ettt 22.238093
. USRS 80.959722 T OO RO OO UUU 20.432480
6.ttt ettt aes 80.004662 0 ettt 19.098750




SCHEDULE I A
TO LEASE AGREEMENT

(No. 5)

TERMINATION VALUE
CLASS A EQUIPMENT

Rental % of
Payment Capitalized
Date Costs
e 100.543698
2 100.064652
s 98.734134
Qe 97.136042
S 95.262998
e 93.503490
T 91.649316
B s 89.609988
G s 87.380412
10 e 85.144380
OGO _§_2.773702
12 80.245374
13 72.456292
e 69.718742
IS e 66.913179
L6 64.034387

Rental
Payment
Date

% of
Capitalized
Costs

61.080847
58.073784
55.007718
51.869316
43.558178
40.286394
36.963726
33.569344
30.101496
26.567882
22.991428
19.343558
10.523603
6.729813
2.901132
.000000




|
|
SCHEDULE Iil B
TO LEASE AGREEMENT '
(No. 5) N
TERMINATION VALUE
CLAss B EQUIPMENT
Payment Cappatized Payment - Coppiaized
Date Costs Date | Costs
101.125180 y3 TS 58.789397
et 101.265982 7y S 56.342383
SO 100.615258 7% T 53.852119
B S o 99729798 7Y S 51.305633
5 eeemseesmmeeneenseeeeeeeeeees s eeee e 98.603446 y X T — 48.701689
B eomenmeeneseseeseessesseseesesseeee 97.574030 y 1 J 46.053584
y S 96.410700 v B 43.371002
B rereeeeeeeeree st sttt ae s eeenan 95.074984 p X SO 40.634010
.ttt 93.562344 p L T 32.742512 :
(0T 92.060394 1) 29.900891
| U 90.411598 <) DRSO 27.033542
1 S 88.615420 S 78 U & & k|
I SO 81.569206 3 S 21.139032
S ©79.594058 S 18.110693
15 e seeseeeeeeneneneneneeneeneen 77.513680 S S 15.065341
S 75.372962 36.ceeeemeremeemmemmmmemeemmeenmsnennn R 11.968563
R 73.170804 3 8.818837
18 eee e seee e 70.933114 38 e et 5.604277
T 68.643398 1 S — 2.370545
11 OO 66.295472 B0 .000000
o
10

giss - . -
o
P-IIS ALY R

Er i



SCHEDULE 111 C
TO LEASE AGREEMENT

(No. 5)

TERMINATION VALUE
CLASS C EQUIPMENT

Rental % of
Payment Capitalized
Date Costs
L 101.695928
e 103.436044
e 102.424588
Aot 102.204564
S et 101.770668
Bttt 101.424670
T ettt 100.913934
B e 100.241834
G e 99.404260
1Ot 98.595048
OO 97.630680
B2 e 96.528680
| 2SRRI 90.186766
T4 88.935284
IS e 87.535310
16 et 86.056888
L7 et 84.528330
B8 e 82.979708
19 e 81.384870
20 e 79.743804
21 72.956960
22t 71.246054
23 e 69.498264
24t 67.707368
25 e e 65.872558
26 64.012037

Rental % of
Payment Capitalized
Date Costs
27 ettt r e e se e e nnaes 62.124007
28 ettt e e ra e e nreees 60.195938
29 et e seear s e e e ebaeaaes 53.128211
30t e re e senne 51.130548
K 3 RO UURRPPPRRRRI 49.114794
3 et e 47.062002
3 ettt v e st san e 44971283
B4t 42.848705
K 3 TRV OUUURIIO 40.717488
36t 38.552144
K S SROIOIN 36.351733
KT SRS SPURR 34.110745
30 ettt 31.859776
0.t ceee e 29.574675
Al et et 27.254423
A2ttt seee 24.884520
A3t eaae e 22.497767
Qa4 20.073862
A5 ettt 17.611677
D6ttt essneeesesenne 15.095686
AT ettt e e e aee 12.561187
8. er e 9.986199
49ttt saee e 7.369475
50t 4.694349
S e 1.998893
S e s e .000000

11



Rental

Payment

Date

SCHEDULE III D
TO LEASE AGREEMENT
(No. 5)

TERMINATION VALUE
CLASS D EQUIPMENT

% oi" Rental
Capitalized .Payment
Costs - ate
107.880472 55

12

102.506618 AT ettt
104.101366 Ao nesasaens
105.008420 49t
105.745868 50, oemeemenereenecrisesesser st snstenees
106.309650 R DR OTON
. 106.953912 52t eesese s asnnes
107.404366 53 e benene
107.714340 54t ssssnsens
108.101402 56...ccomreeeeuneeneseenne s ssesssssssenes
108.166216 57 et
108.113296 58 eeecrimereeres s eess s snnsanes
102.841038 59ttt sstenene
102.689066 60...coueeneerererisecenseessensesne s eesese s
102.385744 L OO
101.975272 62ttt saseas
101.455080 63ttt renseas
100.948176 4.t sesnseas
100.320462 65 .ot
99.634724 66.....couerreenerenmerensseeeie e sseesssesansens
93.818314 67 oot
93.098732 3. SO ettt
92.349908 69...onncenreeneeeneeernent e saraenneas
91.573958 0. veemceerereneeeseressesessnessssassenssenens
90.770566 Tl cesessaseesssessssssssnins
89.964166 T2 teevneeneaesesmseenssse s eesssassseees
- 89.138618 L TN ST
88.290466 Thoceeenecirecrrecinssssassnsesenes
82.320636 TS ereeerereseee s sses st ssnenes
81.445586 T6cvemeeemeceaneeeereesssessasessasessaensanens
80.561596 T7 e eereeeeseesesesss st s s
79.659612 T8 teueeeereeseseeeesneessresasresasesssnsssninns
78.739348 79 ceemreeeesneemrecs s enssss s
77.814162 80 reeeceeeecremereneeeseeseeees s et
76.890362 81ttt
75.953254 7 2O ST
-75.002576 83 ettt
74.040722 8. eecerecenimreeanense e
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Capitalized

64.963032
63.895162
62.813856
61.712658
60.605607
© 59.484443
58.348794
57.191882
56.028531
54.849952
53.655736
52.438745
51.214675
49.974149
48.716716
47.434842
46.145192
44.837733
43.511972
42.159927
40.799342
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38.019737
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33.695929
32.216031
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26.074415
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22.863206
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19.565723
17.868449
16.158778
14.422156
12.657758
10.854536
9.037709
7.191492
5.314973
3.396266
1.462627
.000000



SCHEDULE IV TO LEASE AGREEMENT

All equipment and structures in Pike County, Kentucky, that are now in the possession of the Lessee
or subsequently come into possession of the Lessee are owned, or will be owned, by the Lessor and the
other Lessors, respectively, and leased to the Lessee, except the following items in the Lessee’s possession
and except items acquired by the Lessee after January 1, 1979:

(1) Purchased coal facility, excluding scales
(2) Hand tools

(3) Multi-purpose buildings, including mine office, warehouse, bathhouse and shop and small
storage shop

(4) Elevator housing and headframe
(5) Yard lighting equipment
(6) Entrance fence and gate
(7) Dump trucks
(8) Flatbed trucks
(9) Four-wheel drive personnel cars
(10) Automobiles
(11) Light trucks
(12) Backhoes
(13) Shop and yard hand tools
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This instrument was prepared by the undersigned, Alexander C. Bancroft, attorney at law, whose . ’
address is ¢/o Shearman & Sterling, 399 Park Avenue, New York, New York 10022.
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