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LEASE OF RAILROAD EQUIPMENT, dated as
of January 15, 1971, between BANKERs TrusT CoM-
PANY, as Trustee under a Trust Agreement (herein-
after called the Trust Agreement and said Trustee
being hereinafter called the Lessor) dated as of
January 15, 1971, with GENERAL ELEcTRIC CREDIT
CorporaTiON (hereinafter called the Trustor) and
TaE BALTIMORE AND OHIo RaiLroap CoMPANY, a
Maryland corporation (hereinafter called the Lessee).

WHEREAS, the Lessor and the Lessee have entered into
two Conditional Sale Agreements dated as of January 15,
1971 (hereinafter individually called a Conditional Sale
Agreement and together called the Conditional Sale Agree-
ments), with GENERAL Motors CorroraTION (Electro-
Motive Division) and INTERNATIONAL CAR Co., Division
of InTERNATIONAL RAMCO, INc., respectively (herein-
after individually called a Manufacturer and together the
Manufacturers), wherein the Manufacturers have agreed
to manufacture, sell and deliver to the Lessor the railroad
equipment described in Schedule A hereto;

WHEREAS, the Manufacturers have assigned or will
assign their respective interests in the Conditional Sale
Agreements to MERCANTILE-SAFE DEpPoOSIT AND TRUST
CompaNy, as Agent (hereinafter, together with its suc-
cessors and assigns, referred to as the Vendor) ; and

WHEREAS, the Lessee desires to lease all the units of said
equipment, or such lesser number as are delivered and ac-
cepted and settled for under the Conditional Sale Agree-
ments on or prior to November 14, 1971 (hereinafter
called the Units), at the rentals and for the terms and upon
the conditions hereinafter provided;
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Now, TIIEREFORE, in consideration of the premises and
of the rentals to be paid and the covenants hereinafter men-
tioned to be kept and performed by the Lessee, the Lessor
hereby leases the Units to the Lessee upon the following
terms and conditions, but, upon default of the Lessee here-
under or under a Conditional Sale Agreement, subject to
all the rights and remedies of the Vendor vnder such Condi-
tional Sale Agreement:

§ 1. Delwery and Acceptance of Umits. The Lessor
will cause each Unit to be tendered to the Lessee at the
point or points within the United States of America at which
such Unit is delivered to the Lessor under the appropriate
Conditional Sale Agreement. Upon such tender, the Lessee
will cause an authorized representative of the Lessee to
inspect the same, and if such Unit is found to be in good
order, to accept delivery of such Unit and execute and
deliver to the Lessor and to the Manufacturer a cer-
tificate of acceptance and delivery (hereinafter called
the Certificate of Delivery), whereupon such Unit shall
be deemed to have been delivered to and accepted by the
Lessee and shall be subject thereafter to all the terms and
conditions of this Lease.

§ 2. Rentals. The Lessee agrees to pay to the Lessor as
rental for each Unit subject to this Lease 60 consecutive
quarterannual payments, payable on May 15, August 15,
November 15 and February 15 in each year commencing
May 15, 1971; provided, however, that i7 any of the pay-
ment dates referred to above is not a business day, the pay-
ment shall be payable on the next succeecing business day.
Each of the first three such quarterannual payments shall
be in an amount equal to 0.018239%, of the Purchase Price
(as such term is defined in the appropriate Conditional Sale
Agreement) of each Unit subject to this Lease for each
day elapsed (A) from and including the later of (y) the




3

Closing Date under such Conditional Sale Agreemen: (as
such term is defined in such Conditional Sale Agreement)
in respect of such Unit and (z) the last preceding quarter-
annual rental payment date to (B) the date of the next
succeeding quarterannual rental payment date; the next
9 such quarterannual payments shall each be in an amount
equal to 1.640639% of the Purchase Price of each such
Unit, and the last 48 such quarterannual payments shall
each be in an amount equal to 2.9571% of the Purchase
Price of each such Unit.

The Lessor irrevocably instructs the Lessee to make,
and the Lessee agrees to make, all the payments provided
for in this Lease in immediately available Balitmore funds
(including but not limited to the payments required tnder
§ 6 hereof) (for the account of the Lessor, care of the
Vendor at its office at P. O. Box 2258, Baltimore, Mary-
land 21203, attention of Corporate Trust Department (or
to any assignee of the Vendor pursuant to Section 6 of
the Agreement and Assignment between the Manufacturer
and the Vendor, dated as of January 15, 1971, under
which the Conditional Sale Agreements are being assigned
to the Vendor). Such payments shall be applied by the
Vendor to satisfy the obligations of the Lessor under the
Conditional Sale Agreements accrued at the time such pay-
ments are due hereunder and, so long as no event of default
under the Conditional Sale Agreements shall have occtrred
and be continuing, any balance shall be paid directly to the
Lessor at its offices at 16 Wall Street, New York, New
York 10015, attention of Corporate Trust Division.

This Lease is a net lease and the IT.essee shall not be
entitled to any abatement of rent, reduction thereof or setoff
against rent, including, but not limited to. abatements, re-
ductions or setoffs due or alleged to be due to, or by reason
of, any past, present or future claims of the Lessee against
the Lessor under this Lease or the Manufacturer or the
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Vendor or otherwise ; nor, except as otherwise expressly pro-
vided herein, shall this Lease terminate, or the respective ob-
ligations of the Lessor or the Lessee be otherwise affected,
by reason of any defect in or damage to or loss of posses-
sion or loss of use or destruction of all or any of the Units
from whatsoever cause, the prohibition of or other restric-
tion against Lessee’s use of all or any of the Units, the
interference with such use by any person or entity, the in-
validity or unenforceability or lack of due authorization of
this Lease, or for any other cause whethe: similar or dis-
similar to the foregoing, any present or future law to the
contrary notwithstanding, it being the intention of the
parties hereto that the rents and other amounts payable by
the Lessee hereunder shall continue to bz payable in all
events in the manner and at the times herein provided unless
the obligation to pay the same shall be terminated pursuant
to the express provisions of this Lease.

§ 3. Term of Lease. The term of this Lease as to each
Unit shall begin on the date of the delivery to and accept-
ance by the Tessee of such Unit and, subject to the provi-
sions of §§ 6, 9 and 12 hereof, shall terminate on the date
on which the final quarterannual payment of rent in respect
thereof is due hereunder.

Notwithstanding anything to the contrary contained
herein all rights and obligations under this Lease and in
and to the Units, upon default by the Lessee hereunder, or
under a Conditional Sale Agreement in its capacity as
guarantor or otherwise, are subject to the rights of the
Vendor under the Conditional Sale Agreements. If an
event of default should occur under a Conditional Sale
Agreement, the Vendor may terminate this Lease (or
rescind its termination), all as provided therein, unless the
Lessee is not so in default under this Lease or under a Con-
ditional Sale Agreement (in its capacity as Guarantor or
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otherwise). If a Declaration of Default (as defined in the
Conditional Sale Agreements) should be made under a
Conditional Sale Agreement due to an event of default not
occasioned by an act or omission of the Lessee herevnder
or not attributable to the Lessee under a Conditional
Sale Agreement as aforesaid, and if such Declaration
of Default shall not have been rescinded by the Vendor
within 30 days of the making thereof, or if the Vendor
theretofore has indicated either in writing to the Lessor or
the Lessee or by the commencement of the remedies speci-
fied under Article 18 of such Conditional Sale Agreement
that it will not rescind such Declaration of Default, the
Lessee, without penalty, may terminate this Lease.

§ 4. Identification Marks. The Lessee, so long as this
Tease shall remain in effect, will cause each Unit 0 be
kept numbered with the identifying number set forth in
Annexes B to the Conditional Sale Agreements and will
keep and maintain, plainly, distinctly, permanently anc con-
spicuously marked on each side of such Unit, in letters
not less than one inch in height, the following words:

“MERCANTILE-SAFE DErosiT AND TrRUsT COMPANY,
AGENT-SECURITY OWNER”

or other appropriate words designated by the Vendor, with
appropriate changes thereof and additions thereto as from
time to time may be required by law in order to prote:t the
title of the Lessor or the Vendor to such Unit and the rights
of the Lessor under this Lease and of the Vendor under the
Conditional Sale Agreements. The Lessee will not place any
such Unit in operation or exercise any control or dominion
over the same until such names and words shall have been
so marked on both sides thereof and will replace promptly
any such names and word or words which may be removed,
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defaced or destroyed. The Lessee will not change the identi-
fying number of any Unit except in accordance with a state-
ment of new identifying numbers to be substituted therefor,
‘which statement previously shall have been filed with the
Vendor and the Lessor by the Lessee and filed, recorded or

deposited by the Lessee in all public offices where this Lease
will have been filed, recorded or deposited.

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

§ 5. Taxes. All payments to be made by the Lessee
hereunder will be free of expense to the Lessor for collec-
tion or other charges and will be free of expense to the Les-
sor with respect to the amount of any loczl, state, federal or
foreign taxes (other than any United States federal income
tax [and, to the extent that the Lessor receives credit there-
for against its United States federal income tax liability, any
foreign income tax] payable by the Lessor in consequence
of the receipt of payments provided herein and other than
the aggregate of all state or city income taxes or franchise
taxes measured by net income based on s.ach receipts, up to
the amount of any such taxes which would be payable to the
state and city in which the Lessor has its principal place of
business without apportionment to any other state, except
any such tax which is in substitution for or relieves the
Lessee from the payment of taxes which it would other-
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wise be obligated to pay or reimburse as herein provided),
assessments or license fees and any charges, fines or penal-
ties in connection therewith (hereinafter called imposi-
tions) hereafter levied or imposed upon or in connection
with or measured by this Lease or any sale, rental, use, pay-
ment, shipment, delivery or transfer of title under the terms
hereof or the Conditional Sale Agreements, all of which im-
positions the Lessee assumes and agrees to pay on demand
in addition to the payments to be made by it provided for
herein. The Lessee will also pay promptly all impositions
which may be imposed upon any Unit or for the use or
operation thereof or upon the earnings arising therefrom
or upon the Lessor solely by reason of its ownership thereof
and will keep at all times all and every part of such Unit
free and clear of all impositions which might in any way
affect the title of the Lessor or result in a lien upon any such
Unit; provided, however, that the Lessee shall be under no
obligation to pay any impositions so long as it is contesting
in good faith and by appropriate legal proceedings such
impositions and the nonpayment thereof does not, ‘n the
opinion of the Lessor, adversely affect the title, property or
rights of the Lessor hereunder or under the Conditional
Sale Agreements. If any impositions shall have been
charged or levied against the Lessor directly and paid by
the Lessor, the Lessee shall reimburse the Lessor on pres-
entation of invoice therefor. Prior to making such pay-
ment, Lessor shall promptly notify Lessee of the imposi-
tions charged or levied, and Lessee shall have the oppor-
tunity to contest in good faith and by appropriate legal
proceedings such impositions, at its sole expense.

In the event that the Lessor shall become obligated to
make any payment to the Manufacturer or the Vendor pur-
suant to Article 10 of the Conditional Sale Agreements not
covered by the foregoing paragraph of this § 5, the Lessee
shall pay such additional amounts (which shall also be
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deemed impositions hereunder) to the Lessor as will enable
the Lessor to fulfill completely its obligations pursuant to
said Article 10.

In the event any reports with respect to impositions are
required to be made on the basis of individual Units, the
Lessee will either make such reports in such manner as to
show the interests of the Lessor and the Vendor in such
Units or notify the Lessor and the Vendor of such require-
ment and make such reports in such manner as shall be
satisfactory to the Lessor and the Vendor.

In the event that, during the continuance of this Lease,
the Lessee becomes liable for the payment or reimbursement
of any impositions, pursuant to this § 5, such liability shall
continue, notwithstanding the expiration of this Lease, until
all such impositions are paid or reimbursed by the Lessee.

8§ 6. Payment for Casualty Occurrences; Insurance. In
the event that any Unit shall be or become worn out, lost,
stolen, destroyed or, in the opinion of the Lessee, irrepar-
ably damaged, from any cause whatsoever, or taken or
requisitioned by condemnation or otherwise (such occur-
rences being hereinafter called Casualty Occurrences) dur-
ing the term of this Lease, the Lessee shall, within eight
days after it shall have determined that such Unit has
suffered a Casualty Occurrence, fully notify the Lessor
and the Vendor in writing with respect thereto. On the
February 15 or August 15, whicheve: is earlier, next
succeeding such notice the Lessee shall pay to the Lessor
an amount equal to the accrued rental for such Unit to the
date of such payment plus a sum equel to the Casualty
Value (as hereinafter defined) of such Unit as of the date
of such payment in accordance with the schedule set out
below. Upon the making of such payment by the Lessee
in respect of any Unit, the rental for such Unit shall cease
to accrue as of the date of such payment, the term of this
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Lease as to such Unit shall terminate and (except in the
case of the loss, theft or comiplete destruction of such Unit)
the Lessor shall be entitled to recover possession of such
Unit. In the event of the complete destruction of such
Unit, the Lessee shall also pay the Lessor the salvage value
of such Unit which will be based upon its net scrad value,
computed at the current quoted price per gross ton of num-
ber 1 railroad heavy melting steel scrap at Pittsburgh,
Pennsylvania, on the date of the Casualty Occurrence, less
an allowance of $4.50 per gross ton for dismantling such
Unit. Upon such payment of the salvage value for such
Unit, the title to such Unit shall pass to and vest in the
Lessee. The Lessee shall file with the Vendor and the
Lessor the certificate required by the first paragraph of
Article 5 of the Conditional Sale Agreements.

The Casualty Value of each Unit as of any February 15
or August 15 shall be that percentage of the Furchase

Price of such Unit as is set forth in the follnwine \Ph9€111n
ercenta
Pavm é)o%oasge each aet% sentage Ppayment Date ge
aymen e
2/15/79 « + » 75.23%

8/15/71 . . . 102.26% y
8/15/79 . « - 11.25 L

2/15/72 . . . 104,54 R
5 7 2/15/80 » . . 67 27 o (; _;,,!
8/15/72 . . . 105.68 A

8/15/80 . . . 63. 13
2/15/73 . . . 106.81
8/15/73 . . . 107.41
2/15/74 . . . 108.00
8/15/74 . . . 105.48

2/15/81 . . . 58.90
8/15/81 . . . 5h4, Ul
2/15/82 .« . . 50,08

8/15/82 . . o 4s, 4l
2/15/7% . . . 102.93

8/15/75 . . . 99.89
2/15/76 . . . 96.82
8/15/76 . . . 93.40
2/15/77 .« . . 89.97
8/15/77 . . . 86.33
2/15/78 . . . 82.79

2/15/83 . . . 140.80
8/15/83 . . . 36.h2
2/15/84 . . . 31.04
8/15/84 . . . 25.92
2/15/85 . « 20.78
8/15/85 . . . 15.52

2/15/86 . . . 10.00
8/15/78 . . . 18.51 anct Hhewarke
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Except as hereinabove in this § 6 provided, the Lessee
shall not be released from its obligations hereunder in the
event of, and shall bear the risk of, any Casualty Occur-
rence to any Unit after delivery to and acceptance thereof
by the Lessce hereunder.

The Lessee will at all times while this Lease is in effect,
at its own expense, cause to be carried and maintained in-
surance in respect of the Units at the time subject hereto,
and public liability insurance, in amounts and against risks
customarily insured against by railroad companies on simi-
lar equipment, and in any event in amounts and against
risks comparable to those insured against by the Lessee on
equipment owned by it. Such insurance shall be payable to
the Vendor, the Lessor and the Lessee as their interests
may appear to the extent that the Lessee is permitted to do
so under such policies of insurance. All insurance proceeds
received by the Lessor shall be paid over to the Lessee if
the Lessee has fully complied with all of its obligations and
indemnifications in respect of the risk insured against for
which such proceeds were paid by the insurance company.

On or before November 1 in each year, commencing
with the year 1972, and on each Closing Date (as defined in
Article 3 of the Conditional Sale Agreements) the Lessee
will cause to be furnished to the Vendor and the Lessor in
such number of counterparts as the Vendor or the Lessor
may request, a certificate of an officer of the Lessee (a) de-
scribing the insurance policies, if any, carried and main-
tained by the Lessee pursuant to the next preceding para-
graph as of the preceding June 30 (or, in the case of a
certificate furnished on any Closing Date, as of such Closing
Date), and (b) certifying that such insurance policies
satisfy the requirements of this § 6 or that no insurance
is necessary to satisfy the requirements of tais § 6.

§ 7. Annual Reports. On or before November 1 in
each year, commencing with the year 1972, the Lessee will
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cause to be furnished to the Lessor and the Vendor an ac-
curate statement, as of the preceding June 30, (a) show-
ing the amount, description and numbers of the Units
then leased hereunder and/or covered by the Conditional
Sale Agreements the amount, description and number of all
Units that may have suffered a Casualty Occurrence dur-
ing the preceding twelve months (or since the date of this
Lease in the case of the first such statement) znd such
other information regarding the condition and state of re-
pair of the Units as the Lessor or the Vendor may reason-
ably request, and (b) stating that, in the case of all Units
repainted or repaired during the period covered by such
statement, the markings required by § 4 hereof ard Article
9 of the Conditional Sale Agreements shall have been pre-
served or replaced. The Lessor shall have the right at its
sole cost, risk and expense, by its authorized representa-
tives, to inspect the Units and the Lessee’s records with
respect thereto, at such times as shall reasonably be neces-
sary to confirm to the Lessor the existence and proper
maintenance of the Units during the continuance of this
Lease.

So long as any Conditional Sale Indebtedness shall be
unpaid, the Lessee will deliver to the Lessor and the Ven-
dor, in such number of counterparts as they may reasonably
request (1) as soon as available and in any event within 120
days after the end of each fiscal year, a certificatz signed by
a Vice President or Treasurer of the Lessee stating
that a review of the activities of the Lessee during such
year has been made under his supervision with a view
to determining whether the Lessee has kept, observed, per-
formed and fulfilled all its obligations under the Condi-
tional Sale Agreements and this Lease and that to the best
of his knowledge the Lessee during such year has kept,
observed, performed and fulfilled each and every covenant,

\
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obligation and condition contained herein or in the Condi-
tional Sale Agreements or, if the Lessee shall have been
or shall be in default or if an event has occurred or is con-
tinuing which, with the giving of notice or :he passage of
time or both, could constitute a default, spec.fying all such
defaults and events and the nature and status thereof,
and (i1) as soon as available, and in any event within 120
days after the end of each fiscal year, copies of the An-
nual Report of the Lessee or its affiliate to its stockholders
and as promptly as possible thereafter, any financial sum-
mary and supplement to such Annual Report containing
the balance sheet of the Lessee as at the end of the pre-
ceding fiscal year and the statements of income and retained
earnings of the Lessee for such fiscal year.

The Lessee will furnish the Lessor and the Vendor such
other information as the Lessor or the Vendor may reason-
ably from time to time reauest with respect to the Lessee
and its financial condition and will permit the Lessor and
the Vendor to visit any of the properties of the Lessee and
discuss its affairs, finances and accounts with the officers of
the Lessee (who shall furnish the Lessor and the Vendor
with all information reasonably requested) at such reason-
able times as the Lessor or the Vendor mey desire. This
privilege may be exercised by any officer of or by anyone
designated for the purpose in writing by the Lessor or the
Vendor.

§ 8. Disclaimer of Warranties; Compliance with Lazws
and Rules; Maintenance,; and Indemnification. The Lessor
makes no warranty or representation, either express or
implied, as to the design or condition of, or as to the
quality of the material, equipment or workmanship in,
the Units delivered to the Lessee hereunder, and the
Lessor makes no warranty of merchantability or fitness
of the Units for any particular purpose or as to title to
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the Units or any component thereof, it being agreed that
all such risks, as between the Lessor and the Lessee, are to
be borne by the Lessee; but the Lessor hereby irrevocably
appoints and constitutes the Lessee its agent and atlorney-
in-fact during the term of this Lease to assert and enforce
from time to time, in the name of and for account of the
Lessor and/or the Lessee, as their interests may appear,
whatever claims and rights the Lessor may have, as vendee.
under the provisions of Articles 14 and 15 of the Condi-
tional Sale Agreements. Lessee’s acceptance of delivery of
the Units shall be conclusive evidence as between the Lessee
and the Lessor that all Units described in the Certificate of
Delivery are in all the foregoing respects satisfactory to
the Lessee and the Lessee will not assert any claim of any
nature whatsoever against the Lessor based on any of the
foregoing matters.

The Lessee agrees, for the benefit of the Lessor and the
Vendor, to comply in all respects with all laws of tae juris-
dictions in which the Units may be operated, with the inter-
change rules of the Association of American Railroads, if
applicable, and with all lawful rules of the Department of
Transportation and the Interstate Commerce Commission
and any other legislative, executive, administrative or judi-
cial body exercising any power or jurisdiction over the
Units. In the event that such laws or rules require the
alteration of the Units or in case any equipment or appliance
on any such Unit shall be required to be changed or replaced,
or in case any additional or other equipment or appliance is
required to be installed on such Unit in order to comply with
such laws, regulations, requirements and rules, the Lessee
agrees to make such alterations, changes, additioas and re-
placements at its own expense; and the Lessee agrees at its
own expense to use, maintain and operate such Unit in full
compliance with such laws, regulations, requirements and
rules so long as it is subject to this Lease ; provided, however,
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that the Lessee may, in good faith, contest the validity or
application of any such law, regulation; requirement or
rule in any reasonable manner which does not, in the
opinion of the Lessor or the Vendor, adversely affect the
property or rights of the Lessor or the Vendor hereunder
or under the Conditional Sale Agreements.

The Lessee agrees that, at its own cost and expense, it
will maintain and keep each Unit which is subject to this
Lease in good order and repair.

Any and all additions to any Unit (excep: for communi-
cations, signal and automatic control equipment or devices
having a similar use which have been added to the Equip-
ment by the Lessee, the cost of which i3 not included
in the Purchase Price of the Equipment and which are not
required for the operation or use of the Equipment by a
railroad subject to regulation by the Inters-ate Commerce
Commission or the Department of Transpcrtation or any
other regulatory body having jurisdiction or by standards
recommended by the Association of American Railroads
reasonably interpreted as being applicable to railroad equip-
ment of the character of the Units as of the date of this
Lease), and any and all parts installed on cr replacements
made to any Unit shall be considered accessions to such
Unit and, at the cost and expense of the Lessee, full owner-
ship thereof free of any lien, charge, security interest or
encumbrance (except for those created by the Conditional
Sale Agreements) shall immediately be vested in the Lessor
and the Vendor as their respective interests appear in the
Unit itself.

If the Lessee (by any officer, employee or agent thereof )
shall make any representation, warranty or statement here-
in, which shall prove to be fraudulent, untrue, incorrect or
inaccurate in whole or in part; or fail to stae any material
fact in connection with this transaction; or take any action
in respect of its income tax returns which shall be incon-
sistent with, or in contravention of, this transaction; or
use or permit the use of any of the Units in such a way and
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as to prevent such Unit (or Units) from being at all times
during the continuation of this Lease “qualified railroad
rolling stock™ within the meaning of Section 184(d) of the
Internal Revenue Code of 1954, as amended; and if Lessor
(or General Electric Credit Corporation, as beneficiary of
the trust created by the Trust Agreement) shall thereby
lose or not be entitled to claim the Rapid Amortization De-
duction (as hereinafter defined in § 9 hereof) in respect
of any Unit or Units, then Lessee shall pay the Lessor,
as supplemental rent, an amount which, after deduction of
all taxes required to be paid by the Lessor in respect of the
receipt of such supplemental rent, shall be equal to the
benefit so lost plus any interest or penalty assessed against
Lessor in connection with such loss. Lessor agrees to notify
promptly Lessee of any claim made by the Internal Revenue
Service against Lessor with respect to such loss which
relates to information which may be particularly vrithin the
knowledge of Lessor.

The Lessee agrees to indemnify and save harmless the
Lessor and the Vendor against any charge or claim made
against the Lessor or the Vendor, and against any expense,
loss or liability (including but not limited to coansel fees
and expenses, patent liabilities, penalties and interest) which
the Lessor or the Vendor may incur in any manner by rea-
son of entering into or the performance of the Conditional
Sale Agreements or this Lease or by reason of the owner-
ship of any Unit, or which may arise in any manner out of
or as the result of the ordering, acquisition, use, operation,
condition, purchase, delivery, rejection, storage or return of
any Unit under this Lease, except as otherwise provided in
Article 22 of the Conditional Sale Agreements and § 15 of
this Lease. The Lessee further agrees to indemni:’y and save
harmless the Lessor and the Vendor against any charge,
claim, expense, loss or liability (including strict liability in
tort) on account of any accident in connection with the
operation, use, condition, possession or storage of any Unit
resulting in damage to property or injury to any person.
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The indemnities arising under this paragraph shall survive
payment of all other obligations under this Lease or the
termination of this Lease.

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

§9. Default. If, during the continuance of this Lease,
one or more of the following events (hereinafter sometimes
ralled Events of Default) shall occur:

A. default shall be made in the payment of any part
of the rental provided in § 2 hereof and such default
shall continue for five days;

B. the Lessee shall make or permit any unauthorized
assignment or transfer of this Lease or of possession of
the Units, or any thereof;

C. default shall be made in the observance or per-
formance of any other of the covenants, conditions and
agreements on the part of the Lessee contained herein or
in the Conditional Sale Agreements and such default
shall continue for 30 days after written notice from the
Lessor to the Lessee specifying the default and demand-
ing that the same be remedied;

D. any proceedings (other than proczedings under
Section 77 of the Bankruptcy Act) shall be commenced
by or against the Lessee for any relief under any bank-
ruptcy or insolvency laws, or laws relating to the relief
of debtors, readjustments of indebtedness, reorganiza-
tions, arrangements, compositions or extensions (other
than a law which does not permit any readjustments of
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the obligations of the Lessee hereunder or under the
Conditional Sale Agreements), unless such proceedings
shall have been dismissed, nullified, stayed or otherwise
rendered ineffective (but then only so long as such stay
shall continue in force or such ineffectiveness shall zon-
tinue), and all the obligations of the Lessee under this
Lease and under the Conditional Sale Agreements shall
not have been duly assumed in writing, pursuant to a
court order or decree, by a trustee or trustees or receiver
or receivers appointed for the Lessee or for the property
of the Lessee in connection with any such proceedings in
such manner that such obligations shall have the same
status as obligations incurred by such a trustee or trus-
tees or receiver or receivers, within 30 days after such
appointment, if any, or 60 days after such proceeding
shall have been commenced, whichever shall be ezrlier;
or

E. a petition for reorganization under Section 77
of the Bankruptcy Act, as now constituted or as said
Section 77 may hereafter be amended, shall be filed by
or against the Lessee and, unless such petition shall have
been dismissed, nullified, stayed or otherwise rendered
ineffective (but then only so long as such stay shall con-
tinue in force or such ineffectiveness shall continiue), all
the obligations of the Lessee under the Conditional Sale
Agreements and this Lease shall not have been duly as-
sumed in writing, pursuant to a court order or decree,
by a trustee or trustees appointed in such proceedings
in such manner that such obligations shall have the same
status as obligations incurred by such trustee or {rustees,
within 30 days after such appointment (whether or not
subject to confirmation by the Interstate Commerce
Commission), if any, or 60 days after such petition
shall have been filed, whichever shall be later,
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then, in any such case, the Lessor, at its option, may:

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

(b) by notice in writing to the Lessee terminate this
Lease, whereupon all rights of the Lessee to the use of
the Units shall absolutely cease and determine as though
this Lease had never been made, but the Lessee shall
remain liable as hereinafter provided; and thereupon
the Lessor may by its agents enter upon the premises
of the Lessee or other premises where any of the Units
may be and take possession of all or any of such Units
and thenceforth hold, possess and enjoy the same free
from any right of the Lessee, or its successors or
assigns, to use the Units for any purposes whatever;
but the Lessor shall, nevertheless, have a right to
recover from the Lessee any and all amounts which
under the terms of this Lease may be tten due or which
may have accrued to the date of such termination
(computing the rental for any number of days less
than a full rental period by multiplying the rental for
such full rental period by a fraction of which the
numerator is such number of days and the denomina-
tor is the total number of days in such full rental
period) and also to recover forthwith from the Lessee
(i) as damages for loss of the bargain and not as a
penalty, a sum, with respect to each Unit, which
represents the excess of (x) the present value, at the
time of such termination, of the entire unpaid balance
of all rentals for such Unit which would otherwise have
accrued hereunder from the date of such termination
to the end of the term of this Lease as to such Unit
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over (y) the then present value of the rentals which
the Lessor reasonably estimates to be obtainable for
the Unit during such period, such present value to be
computed in each case on a basis of a 6.292% per
annum discount, compounded quarterannually from the
respective dates upon which rentals would have been
payable hereunder had this Lease not been terriinated,
(ii) any damages and expenses, including reasonable
attorneys’ fees, in addition thereto which the Lessor
shall have sustained by reason of the breach of any
covenant or covenants of this Lease other than for the
payment of rental, and including, without limitation,
(iii) an amount which, after deduction of all taxes
required to be paid by the Lessor in respect of the
receipt thereof under the laws of the United States
or any political subdivision thereof, shall be equal to
any portion of the increase in the tax liability of the
Lessor attributable to the loss or reduction of the Rapid
Amortization Deduction (as hereinafter defined) in
respect of a Unit which is so lost or reduced as a result
of the sale or other disposition of the Lessor’s interest
in such Unit after the occurrence of an Event of Default.

Anything in this § 9 to the contrary notwithstanding,
any default in the observance or performance of any
covenant, condition or agreement on the part of the Lessee
which results solely in the loss by the Lessor of, or the
loss by the Lessor of the right to claim, or the disallowance
with respect to the Lessor of, all or any porticn of the
amortization deduction with respect to a Unit provided for
in Section 184 of the Internal Revenue Code of 1954,
as amended, or any successor section theretc (herein
called the Rapid Amortization Deduction), shall be, for all
purposes of this Lease, deemed to be cured if the Lessee
shall, on or before the next rental payment date after
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written notice from the Lessor of the loss, or the loss of
the right to claim, or the disallowance of the Rapid Amor-
tization Deduction in respect of such Unit, have paid to
the Lessor the supplemental rent in resgect of such Unit
determined as provided in the fifth paragraph of § 8 of
this Lease.

The remedies in this Lease provided in favor of the
Lessor shall not be deemed exclusive, but shall be cumula-
tive, and shall be in addition to all other remedies in its
favor existing at law or in equity. The Lessee hereby
walives any mandatory requirements of law, now or here-
after in effect, which might limit or mocify the remedies
herein provided, to the extent that such waiver is permitted
by law. The Lessee hereby waives any and all existing or
future claims to any offset against the rental payments due
hereunder, and agrees to make rental payments regardless
of any offset or claim which may be asserted by the Lessee
or on its behalf.

The failure of the Lessor to exercise the rights granted
it hereunder upon the occurrence of any of the contingencies
set forth herein shall not constitute a waiver of any such
right upon the continuation or recurrence of any such con-
tingencies or similar contingencies.

§ 10. Return of Units Upon Default. If this Lease
shall terminate pursuant to §9 hereof, the Iessee shall
forthwith deliver possession of the Units to the Lessor.
For the purpose of delivering possession of any Unit or
Units to the Lessor as above required, the Lessee shall at
its own cost, expense and risk:

A. forthwith place such Units upon such storage
tracks of the Lessee as the Lessor reasonably may desig-
nate,

B. permit the Lessor to store such Units on such
tracks at the risk of the Lessee until such Units have
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been sold, leased or otherwise disposed of by the Lessor,
and

C. transport the same to any place on the Jines of
railroad operated by it or any of its affiliates or to any
connecting carrier for shipment, all as directed by the
Lessor.

The assembling, delivery, storage and transporting of the
Units as hereinbefore provided shall be at the expense and
risk of the Lessee and are of the essence of this Lease, and
upon application to any court of equity having jurisdiction
in the premises the Lessor shall be entitled to a decree
against the Lessee requiring specific performance of the
covenants of the Lessee so to assemble, deliver, store and
transport the Units. During any storage period, the Lessee
will permit the Lessor or any person designated Ly it, in-
cluding the authorized representative or representatives of
any prospective purchaser of any such Unit, to inspect the
same; provided, however, that the Lessee shall not be liable,
except in the case of negligence of the Lessee or of its em-
ployees or agents, for any injury to, or the death of, any
person exercising, either on behalf of the Lessor or any pro-
spective purchaser, the rights of inspection granted under
this sentence.

Without in any way limiting the obligation of tie Lessee
under the foregoing provisions of this § 10, the Lessee here-
by irrevocably appoints the Lessor as the agent and attorney-
in-fact of the Lessee, with full power and authori:y, at any
time while the Lessee is obligated to deliver possess:on of any
Unit to the Lessor, to demand and take possession of such
Unit in the name and on behalf of the Lessee frcm whom-
soever shall be in possession of such Unit at the time.

§ 11. Assignment; Possession and Use. This Lease
shall be assignable in whole or in part by the Lessor without
the consent of the Lessee, but the Lessee shall be under no
obligation to any assignee of the Lessor except upon written
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notice of such assignment from the Lessor. All the rights of
the Lessor hereunder (including, but no: limited to, the
rights under §§ 5, 6, 9 and 14 and the rights to receive the
rentals payable under this Lease) shall inure to the benefit
of any beneficiary of the Lessor if Lessor is a trust and to
the Lessor’s assigns (including the partners or any bene-
ficiary of any such assignee if such assignee is a partnership
or a trust, respectively). Whenever the term Lessor is used
in this Lease it shall apply and refer to each such beneficiary
or assignee of the Lessor and, where the context so requires
(including but not limited to certain of the provisions of
§ 14 of this Lease), shall refer only to such beneficiary or
assignee.

So long as the Lessee shall not be in default under this
Lease, the Lessee shall be entitled to the possession and use
of the Units in accordance with the terms of this Lease, but,
without the prior written consent of the Lessor, the Lessee
shall not assign or transfer its leasehold interest under this
Lease in the Units or any of them. In addition, the Lessee,
at its own expense, will promptly cause to be duly discharged
any lien, charge, security interest or other encumbrance
(other than an encumbrance resulting from claims against
the Lessor or the Vendor not related to the ownership of
the Units) which may at any time be imposed on or with
respect to any Unit including any accession thereto or the
interests of the Lessor, the Vendor or the Lessee therein.
The Lessee shall not, without the prior written consent of
the Lessor, part with the possession or control of, or suffer
or allow to pass out of its possession or control, any of the
Units, except to the extent permitted by the provisions of
the next succeeding paragraph hereof,

So long as the Lessee shall not be in de’ault under this
Lease, the Lessee shall be entitled to the possession of the
Units and to the use thereof upon its lines of railroad
or upon the lines of any affiliate or upon lizes of railroad
over which the Lessee has trackage or other operating
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rights or over which railroad equipment of the Lestee is
regularly operated pursuant to contract, and also to parmit
the use of the Units upon other railroads in the usual inter-
change of traffic, if customary at the time, but only upon
and subject to all the terms and conditions of this Iease,
including the last paragraph of this § 11, and the Condi-
tional Sale Agreements. The Lessee may receive and retain
compensation for such use from other railroads so using
any of the Units.

Nothing in this § 11 shall be deemed to restrict the right
of the Lessee to assign or transfer its leasehold interest
under this Lease in the Units or possession of the Units to
any corporation (which shall have duly assumed the obliga-
tions of the Lessee hereunder and under the Conditional
Sale Agreements) into or with which the Lessee shail have
become merged or consolidated or which shall have acquired
the property of the Lessee as an entirety or substzntially
as an entirety provided that such assignee or transferee will
not, upon the effectiveness of such merger or consolidation,
be in default under any provision of this Lease. No such
assignment or transfer shall be made if, after giving effect
thereto, any Unit would not be deemed to be “qualified
railroad rolling stock” within the meaning of Section
184(d) of the Internal Revenue Code of 1954, as ariended.

The Lessee agrees that during the term of this Lease
the Lessee will not regularly use or permit the regular use of
any Unit outside the United States of America.

§ 12. Return of Units upon Expiration of Term and
Renewal Options. As soon as practicable on or after the ex-
piration of the term of this Lease the Lessee will, at its own
cost and expense, at the request of the Lessor, deliver posses-
sion of any Units to the Lessor upon such storage tracks of
the Lessee as the Lessee may designate and permit the Lessor
to store such Unit on such tracks for a period not exceeding
three months and transport the same, at any time within such
three-month period, to any reasonable place on the lines of



24

railroad operated by the Lessee as directed by the Lessor;
the movement and storage of the Units to be at the expense
and risk of the Lessee. During any such storage period the
Lessee will permit the Lessor or any person designated by it,
including the authorized representative or representatives of
any prospective purchaser of any Unit, to inspect the same;
provided, however, that the Lessee shall not be liable, except
in the case of negligence of the Lessee or of its employees
or agents, for any injury to, or the deatl. of, any person
exercising, either on behalf of the Lessor or any prospective
purchaser, the rights of inspection granted under this sen-
tence. The assembling, delivery, storage and transporting
of the Units as hereinbefore provided are of the essence of
this Lease. and upon application to any court of equity hav-
ing jurisdiction in the premises, the Lessor shall be entitled
to a decree against the Lessee requiring specific perform-
ance of the covenants of the Lessee so to assemble, deliver,
store and transport the Units. If Lessor shall elect to
abandon any Unit which has suffered a Casualty Occur-
rence or which after the expiration of this Lease the Lessor
shall have deemed to have suffered a Casualty Occurrence, it
may deliver written notice to such effect to the Lessee and
the Lessee shall thereupon assume and hold the Lessor
harmless from all liability arising in respect of any respon-
sibility of ownership thereof, from and after receipt of such
notice. The Lessor shall execute and deliver to the Lessee
a bill of sale or bills of sale transferring to the Lessee, or
upon its order, the Lessor’s title to and property in any Unit
abandoned by it pursuant to the immediately preceding sen-
tence. The Lessee shall have no liability to the Lessor in
respect of any Unit abandoned by the Lessor after termina-
tion of the Lease; provided, however, that the foregoing
clause shall not in any way relieve the Lessee of its obliga-
tions pursuant to § 6 hereof to make payments equal to
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the Casualty Value of any Unit experiencing a Casualty
Occurrence during the term of this Lease.

Provided that this Lease has not been earlier terminated
and the Lessee is not in default hereunder, the Lessee may,
by written notice delivered to the Lessor not less than six
months prior to the end of the original term of thnis Lease
or any extended term hereof, as the case may be, elect to
extend the term of this Lease in respect of all, but not
fewer than all, the cabooses covered by this Lease for up
to two periods of five years each, commencing on the
scheduled expiration of the original term of this Lease,
provided that no such extended term shall extend beyond
February 15, 1996, at a rental payable in quarterannual
payments, each in an amount equal to the following per-
centages of the Purchase Price of such Units: during the
first extended term of five years, 1.2936% and during the
last extended term of five years, 0.8623%. Such quarter-
annual payments shall be made on May 15, August 15,
November 15 and February 15 in each year of the appli-
cable extended term. Not less than six months prior to
the end of such first extended term, the Lessee (not being in
default) may elect to extend for such second term, pro-
vided that any prior election has not exhausted the Lessee’s
rights under this paragraph.

§ 13. Opinion of Counsel. On each Closing Date (as
defined in the Conditional Sale Agreements), the Lessee will
deliver to the Lessor two counterparts of the written opinion
of counsel for the Lessee, addressed to the Lessor and the
Vendor, in scope and substance satisfactory to the Lessor,
the Vendor and their respective counsel, to the effect that:

A. the Lessee is a corporation legally incorporated,
validly existing and in good standing under the laws of
the State of Maryland, with adequate corporate power
to enter into this Lease;
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B. this Lease has been duly authorized, executed and
delivered by the Lessee and constitutes a valid, legal and
binding agreement of the Lessee, enforceable in accord-
ance with its terms;

C. this Lease has been duly filed and recorded with
the Interstate Commerce Commission pursuant to Sec-
tion 20c of the Interstate Commerce Act; a:ad such filing,
recording and deposit will protect the Lessor’s interests
in and to the Units and no filing, recording or deposit
(or giving of notice) with any other federal, state or
local government is necessary in order to protect the
interests of the Lessor in and to the Units;

D. no approval is required from any public regula-
tory body with respect to the entering into or perform-
ance of this Lease;

E. the entering into and performance of this Lease
will not result in any breach of, or constitute a default
under, any indenture, mortgage, deed of trust, bank loan
or credit agreement or other agreement or instrument to
which the Lessee is a party or by which it may be bound;
and

F. no mortgage, deed of trust, or other lien of any
nature whatsoever which now covers or affects, or which
may hereafter cover or affect, any property or interests
therein of the Lessee, now attaches or hereafter will
attach to the Units or in any manner affects or will affect
provided, however, that such liens may cttach to the
adversely the Lessor’s right, title and interest therein;
rights of the Lessee hereunder in and to the Units.

§ 14. Federal Income Taxes. The Lessor, as the owner
of the Units, shall be entitled to such deductions, credits and
other benefits as are provided by the Internal Revenue Code
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(as defined in § 9 of this Lease). The Lessee represents
and warrants that said Units are “qualified railroad rolling
stock” within the meaning of Section 184(d) of the In-
ternal Revenue Code of 1954, as amended, and that the
entire Purchase Price of said Units represents the cost
thereof.

§ 15. Recording; Expenses. The Lessee will cause this
Lease, the Conditional Sale Agreements and any assign-
ment hereof or thereof to be filed and recorded with the
Interstate Commerce Commission in accordance with Sec-
tion 20c of the Interstate Commerce Act. The Lessee
will undertake the filing, recording and depositing and re-
filing, re-recording and redepositing required of the Lessor
under Article 21 of the Conditional Sale Agreements and
will from time to time do and perform any other act and
will execute, acknowledge, deliver, file, register, rzcord and
deposit (and will refile, re-register, re-record or redeposit
whenever required) any and all further instruments re-
quired by law or reasonably requested by the Lessor or
the Vendor for the purpose of proper protection, to their
satisfaction, of the Vendor’s and the Lessor’s respective
interests in the Units, or for the purpose of carrying out
the intention of this Lease, the Conditional Sale Agreements
or the first assignment thereof by the Manufac-urer; and
the Lessee will promptly furnish to the Vendor and the
Lessor evidences of all such filing, registering, recording
or depositing, and an opinion or opinions of counsel for the
Lessee with respect thereto (but not with respect to the
assignments by the Lessor referred to in § 11 hereof) satis-
factory to the Vendor and the Lessor. This Lease and the
Conditional Sale Agreements shall be filed and recorded with
the Interstate Commerce Commission prior to the delivery
and acceptance hereunder of any Unit,

The Lessor will pay the reasonable costs and expenses
involved in the preparation and printing of this Lease and
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the Lessee will pay the reasonable costs and expenses in-
volved in the recording of this Lease. The Lessor and
the Lessee will each bear the respective fees and disburse-
ments, if any, of their respective counsel.

§ 16. Interest on Overdue Rentals. Anything to the con-
trary herein contained notwithstanding, any nonpayment
of rentals and other obligations when due 1ereunder shall
result in the obligation on the part of the Lessee promptly
to pay also an amount equal to 9% % per annum of the
overdue rentals for the period of time during which they
are overdue.

§ 17. Notices. Any notice required or permitted to be
given by either party hereto to the other shall be deemed
to have been given when deposited in the United States cer-
tified mails, first-class postage prepaid, addressed as follows:

if to the Lessor, at P. O. Box 318, Church Street
Station, New York, New York 100135, attention of Cor-
porate Trust Division, with a copy to General Electric
Credit Corporation, P, O. Box 8300, Stamford, Con-
necticut 06904 ;

if to the Lessee, at 2 North Charles Street, Balti-
more, Maryland 21201, attention: Treasurer;

or addressed to either party at such other address as such
party shall hereafter furnish to the other party in writing.

§ 18. Severability, Effect and Modification of Lease.
Any provision of this Lease which is prohibited or unen-
forceable in any jurisdiction, shall be, as to such jurisdic-
tion, ineffective to the extent of such prohibition or unen-
forceability without invalidating the remaining provisions
hereof, and any such prohibition or unenforceability in any
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jurisdiction shall not invalidate or render unenforceable
such provision in any other jurisdiction.

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

§ 19. Execution. This Lease may be executed in sev-
eral counterparts, each of which so executed shall be
deemed to be an original, and such counterparts together
shall constitute but one and the same instrument. Although
this Lease is dated as of January 15, 1971, for conven-
ience, the actual date or dates of execution heredf by the
parties hereto is or are, respectively, the date or dates stated
in the acknowledgments hereto annexed.

§ 20. Law Governing. The terms of this Lease and all
rights and obligations hereunder shall be governed by the
laws of the State of New York; provided, however, that
the parties shall be entitled to all rights conferred by Sec-
tion 20c of the Interstate Commerce Act.

In WitneEss WHEREOF, the parties hereto, each pur-
suant to due corporate authority, have caused this instru-
ment to be executed in their respective corporate names by
duly authorized officers, and their respective corporate seals
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to be hereunto affixed and duly attested, all as of the date
Arst above written,

Bankers TrusT CoMPANY, as Trus-
tee under a Trust’ Agreement dated
as of January 15, 1971,

<

by L i, ke /ii__,w
[ CORPORATE SEAL | : Vice President.

Attest: '_7 -

THE BALTIMORE AND O HI0 RAILROAD
CoMPANY,

Treasurer.
[ CORPORATE SEAL]

Attest:

Assistant Secretary.
Approved as to

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

Asst. Gen. Sol.
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StaTE OF NEW YORK -
CounTy OF NEW YORK

On this lg_ day of February, 1971, before me person-
ally appeared Jumut Ceulen, to me personally known, who,
being by me duly sworn, says that he is a Vize Presi-
dent of BANKERs TruUsT CoMPANY, that one of the seals
affixed to the foregoing instrument is the corporate seal of
said corporation, that said instrument was this day signed
and sealed on behalf of said corporation by autho:ity of its
Board of Directors and he acknowledged that the execution
of the foregoing instrument was the free act ani deed of
said corporation.

[NoTARIAL SEAL]

StATE 0oF MARYLAND s
City oF BALTIMORE :

On this /9 day of February, 1971, before e person-
ally appeared L. C. Ro1g, Jr., to me personally kniown, who,
being by me duly sworn, says that he is Treasurer of
Tue BartiMore AND Onio RaiLroap ComrPaNy, that
one of the seals affixed to the foregoing instrument is the
corporate seal of said corporation, that such instrument
was this day signed and sealed on behalf of said corporation
by authority of its President and Directors, and he ac-
knowledged that the execution of the foregoing instrument

was the free act and deed of said corporation.
—

a\x,‘./f /;‘,M ; L{.Lﬂ z///.(/lsv.

Notary Public
Russerr E. SCcHREIBER

[NotariAL SEAL]

My Commission Expires July 1, 1974
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