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Consolidated Rail Corporation
Participation Agreement Dated as of April 1, 1978
9% Conditional Sale Indebtedness

"
v ,
N Dear Sir:
N
\\F Pursuant to Section 20c of the Interstate Commerce
’\X\X Act and the Commission's rules and regulations thereunder, as
NRERN amended, I enclose herewith on behalf of Consolidated Rail
\\) Corporation for filing and recordation counterparts of the
U\ following documents:
N 1(a) Conditional Sale Agreement dated as of
V\ April 1, 1978, between United States Trust Company of
w New York, as trustee, vendee, and General Motors
\\~ Corporation (Electro-Motive Division), as builder, vendor;

} (b) Agreement and Assignment dated as of April 1,
¢l .. 1978, between General Motors Corporation (Electro- Motlve
o Division), as builder, and Mellon Bank, N.A., as agent,
S assignee;

- 2(a) Lease of Railroad Equipment dated as of

2 April 1, 1978, between Consolidated Rail Corporation,
as lessee, and United States Trust Company of New York,
as trustee, lessor;




(b} Assignment of L.ease and Agreement dated as
of April 1, 1978, between United States Trust Company
of New York, as trustee, lessor, and Mellon Bank, N.A.,
as agent, vendor.

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

(1) Agent-Vendor-Assignee:

Mellon Bank, N.A.
Mellon Square
Pittsburgh, Pennsylvania 15230

(2) Trustee-Vendee-Lessor:

United States Trust Company
of New York

130 John Street

New York, N. Y. 10038

(3) Builder-Vendor:

General Motors Corporation
(Electro-Motive Division)
La Grange, Illinois 60525

(4) Lessee:

Consolidated Rail Corporation
1310 Six Penn Center Plaza
Philadelphia, Pennsylvania 19104

Please file and record the documents referred to
in this letter and cross-index them under the names of the
Agent-Vendor—-Assignee, the Trustee-Vendee-Lessor, the
Builder-Vendor and the Lessee.

The eguipment covered by the aforementioned docu-
ments consists of the following:

Thirty-three (33) 3,000 h.p. Model GF40-2 diesel-
electric locomotives bearing identifying numbers CR3313
through CR3345, both inclusive; and

Forty-three (43) 2,000 h.p. Model GP38-2 diesel-
electric locomotives bearing identifying numbers CR8181
through CR8223, both inclusive.




There is also enclosed a check for $100 payable to
the Interstate Commerce Commission, representing the fee for
recording the Conditional Sale Agreement and related Agree-
ment and Assignment (together constituting one document) and
the Lease of Railroad Equipment, and related Assignment of
Lease and Agreement (together constituting one document).

Please stamp all counterparts of th=z enclosed
documents with your official recording stamp. You will
wish to retain one copy of the instruments for your files.
It is requested that the remaining counterparts be delivered
to the bearer of this letter.

Very truly yours,

Lawmo» V. Coodiua

Laurance V. Goodrich
As Agent for Consolidated
Rail Corporation

Robert L. Oswald, Esg., Secretary,
Interstate Commerce Commission,
Washington, D.C. 20423
Encls.
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CONDITIONAL SALE AGREEMENT dated as of
April 1, 1978, between the corporation named
in Ttem 1 of Annex A hereto (said corporation
being hereinafter called the "Builder" or the
"Vendor", as the context may require, all as
more particularly set forth in Article 1
hereof) and UNITED STATES TRUST COMPANY OF
NEW YORK, acting as Trustee (the "Vendee")
under a Trust Agreement (the "Trust Acree-
ment") dated as of the date hereof with
General Electric Credit Corporatior {:he
“Beneficiary"}.

WHEREAS the Builder has agreed to construct, con-
ditionally sell and deliver to the Vendee, and the Vendee
has agreed to conditionally purchase, the railroad equipment
described in Annex B hereto to the extent not excluded
herefrom under the provisions hereof (the "Equipment®};

WHEREAS the Vendee is entering into a Lease of
Railroad Equipment with Consolidated Rail Corporation (the
"Lessee") in substantially the form annexed hereto as Annex
C {(the "Lease") pursuant to which the Lessee will lease
from the Vendee all the units of Equipment so purchased, or
such lesser number of units as are delivered and accepted
hereunder;

WHEREAS Mellon Bank, N.A. (hereinafter called
"Assicnee" or the "Vendor"™ as more particularly set for
Article I hereof), is acting as Agent for investors sur
to a Participation Agreemen:t dated as of the date hereo? {
"Particivation Agreement") among the Assignee, the Lessee,
the Vendee, the Beneficiary and the party named in Schedule A
thereto, and all obligations of the Vendee to the Builcer
under the Purchase Order (as defined in the Participation
Agreement) will be superseded by this Agreement; and

WHEREAS the Builder will guarantee to the Vendee
and the Assignee certain obligations under this Agreement and
the Lease pursuant to a Guaranty Agreement dated as of the
date hereof (the "Guaranty Agreement", and the Builder in its
capacity as guarantor thereunder is hereinafter somet:imes
called the "Guarantor"). :

NOW, THEREFORE, in consideration of the nutual
promises and agreements hereinafter set forth, the parties
hereto do hereby agree as follows:
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ARTICLE 1. Assignment; Definitions. The parties
hereto contemplate that the Vendee will furnish that por-
tion of the Purchase Price (as hereinafter defined) for the
Equipment as is required under subparagraph (a) of the
third paragraph of Article 4 hereof and that an amount equal
to the balance of such Purchase Price shall be pa:d to the
Builder by the Assignee pursuant to an Agreement and Assign-—
ment (the "CSA Assignment") dated as of the date hereof
between the Builder and the Assignee.

The term "Vendor", whenever used in this Agreement,
means, before any assignment of its rights hereuncer, the
Builder ané any successor or successors for the time being ko
its manufacturing properties and business, and, after any
such assignment, both any assignee or assignees fcr the time
being of such particular assigned rights as regarés such
rights, and also any assignor as regards any rights hereunder
that are retained or excluded from any assignment; and the
term "Builder”, whenever used in this Agreement, means,
both before and after any such assignment, the Builder
and any successor or successors for the time being =0 its
manufactur ing properties and business.

The parties hereto contemplate that the Vendee
will assign to the Assignee, as security for the payment and
verformance of all the Vendee's obligations hereunder, all
right, title, anéd interest of the Vendee in and to the
Lease, pursuant to an Assignment of Lease and Agreement in
the form of Annex D hereto (the "Lease Assignment").

ARTICLE 2. Construction and Sale. Pursuant to
this Agreement, the Builder shall construct the units of
Equipment ané will conditionally sell and deliver to the
Vendee, and the Vendee will conditionally purchase from
the Builder and accept delivery of and pay for {as here-
inafter provided and subject to the limitations hereinatfter
set forth), the Equipment, each unit of which shall be
constructed in accordance with the specifications referred
to in Annex B hereto and in accordance with such modifica-
tions thereof as may be agreed upon in writing between the
Builder, the Vendee and the Lessee (which specifications
and modifications, if any, are hereinafter called :he
"Specifications"). The design, quality and component parts
of each unit of the Equipment shall conform, on the date c¢f
completion of manufacture thereof, to all United States
Department of Transportation and Interstate Commerce Com-
mission requirements and specifications and to all standards,
if any, recommended by the Association of American Railroads




reasonably interpreted as being applicable to railroad
equipment of the character of such unit, and each such unit
will be new railroad equipment, will not incorporate any used
components (or, if such components are incorporated, their
aggregate cost will not be more than 20% of the cost of
material and parts used in constructing such unit) and will
not have been used by any person so as to preclude the
"original use" of such unit, within the meaning of Sections
48{bY{2) and 167(c)(2) of the Internal Revenue Code of 1554,
as amenced, from commencing with the Vendee.

ARTICLE 3. Inspection and Delivery. The Builder
will deliver the units of the Equipment to the Vendee at the
place or places specified in Annex B hereto, freight charges,
if any, prepaid, in accordance with the delivery schedule set
forth in Annex B hereto; provided, however, that delivery of
any unit of the Equipment shall not be made (i) until this
Agreement, the Lease, the CSA Assignment and the lLease Assign-
ment have been filed pursuant to Section 20c of the Interstate
Commerce Act and deposited with the Registrar General o¢f
Canada pursuant to Section 86 of the Railway Act of Canada
and vrovision shall have been made for publication of notice
of such deposit in The Canada Gazette; (ii) subsequent %o the
commencermen* o0f any proceedings or the occurrence of any
event specified in clauses (c), (d) or (f) of Article 15
nereof or the occurrence of any event of default (as des-
cribed in Article 15 hereof), or event which, with the lapse
of time and/or demand, could constitute such an event of
default {any such commencement, occurrence, event of default
or event being hereinafter in this Agreement called 2
"Default®™); or {(iii) if the Purchase Price for such unit when
added to the aggregate Purchase Price of (R) all units
theretofore delivered and accepted under and made subject to
this Agreement and (B) all other units proposed tc be deliv-
ered and accepted under and made subject to this Rgreement
concurrently with such unit would exceed the Maxirum Purchase
Price for the Equipment specified in Item 5 of Annex A
hereto. The Builder agrees not to deliver any unit of the
Ecuipment hereunder (a) following receipt of written notice
from the Vendee or the Assignee of a Default, or that the
Max imum Purchase Price specified in Item 5 of Annex A hereto
would be exceeded by any subsequent delivery of a unit, and
(b) until it receives notice from the Vendee and the Assignee
that the conditions contained in Paragraphs 7 and 8 of the
Participation Agreement have been met.

Any unit of Equipment not delivered at the time of




receipt by the Builder of the notice specified in clause (a)
of the last sentence of the first paragraph of this Article
3 and any unit of Equipment not delivered and accepted
hereunder on or prior to December 15, 1978, by reason of
noncompliance with the conditions referred to in the next
preceding paragraph or causes set forth in the next succeed-
ing paragraph or otherwise shall be excluded from this
Agreement and the Vendee shall be relieved of its obligation
to purchase and pay for such unit of Equipment. If any unit
of Eguipment shall be excluded herefrom pursuant to the
immed iately preceding sentence, the Vendee and the Builder
(and any assignee of the Builder) shall execute an agreement
supplemental hereto limiting this Agreement to the unizs

0of Equipment not so excluded herefrom. Pursuant to the
Participation Agreement the Lessee has agreed to purchase
such excluded Equipment and any Equipment excluded from

this Agreement pursuant to the first paragraph of Article 4
hereof from the Builder, upon the satisfaction or waiver of
any conditions of the Purchase Order, all as provided in
Paragraph 1 of the Participation Agreement. The Vendee
agrees, upon any such exclusion, to take such steps, includ-
ing the execution of instruments of transfer, as may be
reasonably requested by the Lessee for the purpose of
acknowledging and perfecting the interest of the Lessee in
any unit of Equipment so excluded from this Agreement, and
the Vendee shall have no further obligation or liabil Zy in
respect of units so excluded.

4
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The Builder's obligation as to the time of delivery
set forth in Annex B is subject, however, to delays resuliing
from causes beyond the Builder's reasonable control, inciud-
ing but nct limited to acts of God, acts of government such
as embargoes, priorities and allocations, war or war condi-
tions, riot or civil commotion, sabotage, strikes, differences
with workmen, accidents, fire, flood, explosion, damage *o
plant, equipment or facilities, delays in receiving necessary
materials or delays of carriers or subcontractors.

Dur ing construction, the Equipment shall be sub-
ject to inspection and approval by the authorized inspectors
of the Vendee (who may be employees of the Lessee! and the
Builder shall grant to such inspectors reasonable access
to its plant. The Builder agrees to inspect the materials
used in the construction of the Equipment in accordance with
its standard quality control practices. Upon completion of
each unit or a number of units of the Equipment, such unit
or units shall be presented to an inspector of the Vendee
for inspection at the place specified for delivery, and if




each such unit conforms to the Specifications, requirements
and standards applicable thereto, such inspector or an
authorized representative of the Vendee (who may be an
employee of the Lessee) shall execute and deliver to the
Builder a certificate of acceptance (the "Certificate of
Acceptance") substantially in the form of Schedule C to the
Lease; provided, however, that the Builder shall not thereby
be relieved of its warranty referred to in Article 13 hereof.

Upon delivery and acceptance of each such unit here-
under at the place specified for delivery, the Builder
shall have no further responsibility for, nor bear any risk
of, any damage to or the destruction or loss of such unit:
provided, however, that the Builder shall not thereby be
relieved of its warranty referred to in Article .3 hereof.

Notwithstanding the foregoing or any other provision
of this Agreement to the contrary, the delivery %o and accep—
tance by or on behalf of the Vendee of any unit of Eguipment
excluded from this Agreement pursuant to the first paragraph
of Article 4 hereof shall be ineffective, ab initio, to create
in or transfer to the Vendee any legal or beneficial right
or interest in such unit or (except as provided in the first
paragraph of Article 4 hereof) to impose on the Vendee any
liability, obligation or responsibility with respect thereto;
any right or interest in any such unit created in or trans-
ferred to or purported to be created in or transferred to
the Vendee shall be held by the Vendee solely as trustee
for the benefit of the Builder.

ARTICLE 4. Purchase Price and Payment. The base
price or prices per unit of the Equipment are set forth in
Annex B hereto. Such base price or prices are subiect to
such increase or decrease as is agreed to by the Builder,
the Vendee and the Lessee. The term "Purchase Price" as used
herein shall mean the base price or prices per unit of the
Equipment as so increased or decreased as set forth in the
Builder's invoice or invoices delivered to the Vendee (the
"Invoices") and, if the Purchase Price is other tnan the base
price or prices set forth in Annex B, the Invoices shall be
accompanied by, or have endorsed thereon, the agreement or
approval of the Lessee and the Vendee. 1If on any Closing
Date the aggregate Purchase Price of the Equipment for which
settlement has theretofore been or is then being made would,
but for the provisions of this sentence, exceed the Maximum
Purchase Price specified in Item 5 of Annex A hereto {or such
higher amount as the Vendee may at its option agree to prior
to delivery of any unit or units of Equipment that, but for




such agreement, would be excluded from this Agreement}, the
Builder (and any assignee of the Builder) and the Vendee will
enter into an agreement excluding from this Agreement such
unit or units of Equipment then proposed to be setiled for
and specified by the Vendee, as will, after giving effect to
such exclusion, reduce such aggregate Purchase Price to not
more than such Maximum Purchase Price specified in Item 5 of
Annex A hereto (or such higher amount as aforesaid).

The Equipment shall be settled for in such number
of groups of units of the Equipment as is provided in Item 2
of Annex A hereto (each such group being hereinafter called
a "Group"). The term "Closing Date" with respect £o any
Group shall mean such date (which shall be a business & ¥ net
earlier than May 10, 1978, and not later than December i5,
1978, such later date being hereinafter called the "Cut-Off
Date"), occurring not more than ten business days following
presentation by the Builder to the Vendee of the Invoices and
Certificates of Acceptance for such Group and writzten notice
thereof by the Builder to the Lessee, as shall be fixed by
the Lessee by written notice delivered to the Vendee and the
Vendor at least six business days prior to the Closing Date
designatec therein. The term "business days" as used herein
means calendar days, excluding Saturdays, Sundays and any
other day on which banking institutions in New York, New VYork
or Pittsburgh, Pennsylvania are authorized or obl:gated to
remain closed.

The Vendee hereby acknowledges itself to be indebted
to the Vendor in the amount of, and hereby promises to pay in
immediately available funds to the Vendor at such place as
the Vendor may designate, the Purchase Price of the Eguipment,
as follows:

(a) on the Closing Date with respect to each Group
(i) an amount equal to 32.0665% of the aggrecate Pur-
chase Price of such Group plus (ii) the amourt, if any,
by which (x) the Purchase Price (not paid pursuant to
clause (1)) of all units of Equipment for which settle-
ment has theretofore or is then being made, zs set forth
in the Invoices therefor exceeds (y) the Maximum CSA
Indebtedness specified in Item 6 of Annex A hereto and
ary amount or amounts previously paid or payable with
respect to prior Invoices pursuant to this clause (ii);
and

(b) in 30 semiannual instalments, as hereinafter
provided, an amount equal to the aggregate Purchase
Price of the units of Equipment, less the aggregate




amount paid or payable with respect theretc pursuant to
subparagraph (a) of this paragraph.

The portion of the Purchase Price payable pursuant
to subparagraph (b) of the preceding paragraph (the "CSA
Indebtedness") shall be payable on the 30 consecutive dates
occurring semiannually following the earlier of (i) the last
Closing Date under this Agreement, and (ii) December 15, 1978
{or, if any such date is not a business day, on the next
preced ing business day), each such date being hereinafier
called a Payment Date. The unpaid balance of the CSA Indebt-
edness from time to time outstanding shall bear interest at
the rate of 9% per annum payable, to the extent accrued, on
the earlier of (i) the last Closing Date under this Agreement
and (1ii) December 15, 1978, and on each Payment Date. The
instalments of principal payable on each Payment Date shall
be calculated so that the amount and allocation of principal
and interest payable on each Payment Date shall be substan-
tially in proportion to the allocation set forth in Schedule T
heretc (subject to the provisions of Article 7 hereof) and
the aggregate of such instalments of principal will completely
amortize the CSA Indebtedness. The Vendee will furnish tc
the Vendor and the Lessee promptly after the last C¢OS.PG
Date a schedule showing the respective amounts of principal
and interest payable on each Payment Date.

Interest under this Agreement shall be cetermined
on the basis of a 360-day year of twelve 30-day months.

The Vendee will pay, to the extent legally enforce-
able, interest upon all amounts remaining unpaid after the
same shall have become due and payable pursuant tc the terms
hereof at the rate of 10% per annum (the "Overdue Rate"!,

All payments provided for in this Agreewment shall
be made in such coin or currency of the United Stztes of
America as at the time of payment shall be legal tencer for
the payment of public and private debts. Except as provided
in Article 7 hereof, the Vendee shall not have the privilege
of prepaying any portion of the CSA Indebtedness prior +o
the date it becomes due.

Notwithstanding any other provision of this
Agreement (including, but not limited to, any provision of
Articles 15 and 16 hereof), but not limiting the effect of
Article 21 hereof, the liability of the Vendee or any
assignee of the Vendee for all payments to be made by it
under this Agreement, including any liability arising out
of or in connection with the performance of its obligations




hereunder and excluding only the obligations set forth in the
proviso in the third paragraph of Article 12 hereof and the
payments to be made pursuant to subparagraph (a) of the third
paragraph of this Article, shall not exceed an amount equal
to, and shall be payable only out of, the "income and pro-
ceeds from the Equipment" (as hereinafter defined), and such
payments shall be made by the Vendee only to the extent that
the Vendee (or any such assignee) shall have actrally received
sufficient "income and proceeds from the Equipment® to make
such payments. Except as provided in the next rreceding
sentence, the Vendee (and any such assignee) shall have no
persconal liability to make any payments under this Agreement
except from the "income and proceeds from the Equipment”. In
addition, it is agreed that the Vendee (and such assignee) ¢
make no representation or warranty with respect to, and ar
not responsible for, the execution, validity, sufficiency or
enforceability of the Lease (or any document relative thereto)
in so far as it relates to the Lessee or of any of the
Lessee’s obligations thereunder and (ii) shall not be respon-
sible for the performance or observance by the Lessee of any
of its agreements, representations, indemnities, obligations
or other undertakings under the Lease; it being understood
that as to all such matters the Vendor will look solely to
the Vendor's rights under this Agreement against the Equip-
ment and to the Vendor's rights under the Lease ajainst the
Lessee and the Equipment. As used herein the term "inconme
and proceeds from the Equipment” shall mean (i) if one of the
events of default specified in Article 15 hereof shall have
occurred and while it shall be continuing, so muca of +
followinc amounts as are indefeasibly received by the V
{or any such assignee) at any time after any such event
r

ote Y
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during the continuance thereof: {a) all amounts of v 1
and amounts in respect of Casualty Occurrences {(as defined in
Article 7 hereof) paid for or with respect to the Eguipment
pursuant tc the Lease and any and all other payments received
under § 10 or any other orovision of the Lease, o'ther than
amounts paid by the Lessee by way of indemnity pursuant %o §§
6 or 16 of the Lease, except to the extent such indemnity
under such § 6 is required to be paid to the Builder or the
Vendor pursuant to Article 6 hereof, and (b) any and all
payments or proceeds received for or with respect to the
Equipment as the result of the sale, lease or other disposi-
tion thereof, after deducting all costs and expenses of such
sale, lease or other disposition, and (ii) at any other time
only that portion of the amounts referred to in the foregoing
clauses (a) and (b) as are indefeasibly received by the
Vendee (or any such assignee) and as shall equal the portion
of the CSA Indebtedness (including prepayments thereof

v (D




required in respect of Casualty Occurrences) and/or interest
thereon due and payable on the date such amounts were reguired
to be paid pursuant to the Lease or as shall equal any other
payments then due and payable under this Agreement; it being
understood that "income and proceeds from the Equipment”
shall in no event include amounts referred to in the fore-
going clauses (a) and (b) received by the Vendee {or any such
assignee) prior to the existence of such an event of defaul*
which exceeded the amounts required to discharge that portion
of the CSA Indebtedness {including such prepaymen=:s; and/or
interest thereon due and payable on the date on which amounts
with respect thereto received by the Vendee (or any such
assignee) were required to be paid to it pursuanrt tco the
Lease or which exceeded any other payments due and pavable
under this Agreement at the time such amounts were payabie
under the Lease. Notwithstanding anything to the contrary
contained in this Agreement, in the event the Vendor shall
obtain a judgment against the Vendee for an amoun® in excess
of the amounts payable by the Vendee pursuant to the limita-
tions set forth in this paragraph, the Vendor will limit its
execution of such judgment to amounts payable pursuant to

the limitations set forth in this paragraph. Nothing con-
tained herein limiting the liability of the Vendee shall
derogate from the right of the Vendor to proceed against the
Equipment for the full unpaid Purchase Price of the Equipment
and accrued interest thereon and all other payments and
obligations hereunder.

ARTICLE 5. Title to the Equipment. The Vendor
shall and hereby does retain its title and interests in the
Equipment until the Vendee shall have made all its rayments
under this Agreement, notwithstanding any provisicn of this
Agreement limiting the liability of the Vendee ané notwith-
standing the delivery of the Equipment to and the possession
and use thereof by the Vendee and the Lessee as provided in
this Agreement and the Lease. Any and all parts installed
on and additions and replacements made to any unit of the
Equipment (except for any such parts owned by the Lessee
pursuant to § 9 of the Lease) shall constitute accessions
to the Equipment and shall be subject to all the terms and
conditions of this Agreement and included in the term
"Equipment” as used in this Agreement.

Except as otherwise specifically provided in
Article 7 hereof, when and only when the Vendor shall have
been paid the full indebtedness in respect of the Purchase
Price of the Equipment, together with accrued interes:t and




all cther payments as herein provided, absolute right to the
possession of, title to and property in the Eguipment shall
pass to and vest in the Vendee without further transfer or
action on the part of the Vendor. However, the Vendor, if so
requested by the Vendee at that time, will (a) execute a bill
or bills of sale for the Equipment releasing its title to and
interest therein to the Vendee or upon its order, Zree cf all
liens, secur ity interests andé other encumbrances created or
retainad hereby and deliver such bill or bills of sale to the
Vendee and {b) execute and deliver at the same pizce, for
£iling, recordirg or cdepositing in all necessary public
offices, such instrument or instruments in writing as mas
nﬂcessarv or aoor p“ia'e ;ﬁ o*ﬁe* then to make c‘ea& u

:

The Vendee hereby waives any aqd a;l rights, exxst;nc
that may be acquired, in or tc the payment of any penalty
or damaces for failure to execute and deliver such bill or
ills of sale or instrument or instruments or to f£ile any
fc*fica;e of payment in compliance with any law reguiring
e £iling of the same, except for failure so tc do within
reasonable time after written demand by the Vendee.

ARTICLE 6. Taxes. All payments to be made by the
Vendee hereunder will be free of expense to the Vendor for
collection or other charges and wLﬁl be free of @xpehae to
the Vendor with respect to the amount of any local, state,
fecderal or foreign taxes {other than gross receipts taxes
[except gross receipt taxes in the nature of or in lieu of
sales or use or rental taxes], taxes measured by n2t income,
excess profits taxes and similar taxes! or license fees,

assessments, cha*ge" Linﬁs or penalties hereafter levied or

imposed upon or in connection with or measured by this Agree-

ment or the Eguipmen%t or anv sale, rv‘tal, use, payment, ship-

ment, deiivery or transfer cf title under the terms hereof

{all such expenses, taxes, license feea, assessmen=:ts, charges,
"

fines and penalties being hereinafter called "impositicns®),
2ll of which impositions the Vendee assumes and agrees to pay
on demand in addition to the Purchase Price of the Ecuipment.
The Vendee will also pay promptly all impositions which may
be imposed upon the Eguipment delivered to it or Zor the use
or operation thereof or upon the earnings arising f“herefrom
{except as provided above)} or uoon the Vendor solely by
reason of its ownership thereof (except as provided above)
and will keep at all times all and every part of the Equlp-
ment free and clear of all impositions which might in any way
affect the title or interests of the Vendor or result in a
lien upon any part of the Equipment; provided, however, that
the Vendee shall be under no ohlicatior to pay any imposi-

vvvvvvv ’ ————— N —-— ———— — e g e mm = = e - - -




money paid to the Vendor pursuant to this paragraph shal

be applied (after the payment of the interest and pr1nc1oal,
if any, on and of the CSA Indebtedness due on such date) to
prepay without penalty or premium the instalments of the CSA
Indebtedness (ratably in accordance with the unpaid balance
of each such instalment) and the Vendee will promo*iy furnish
to the Vendor and the Lessee a revised schedule c¢f payments
of principal and interest with respect to the CSA Inéebtecdness
thereafter to be made. 1In the event of the requisition for
use by the United States Government or any other governman:
or governmental ntlty of any unit of the Egquipment nou
constituting a Casualty Occurrence, all of the Verdes's
obligations hereunder with respect to such unit shail
continue to the same extent as if such requisition had

not occurred.

Upon payment by the Vendee to the Vendor of the
Casualty Value of any unit of the Equipment having suffered
a Casualty Occurrence, absolute right to the posssssion of,
title to and proper‘y in such unit shall pass to and ves: in
the Vencdee, without further transfer or action on the part
of the Vendor, except that the Vendor, if requestz2d by the
Vendee, will execute and cdeliver to the Vendee, a: the
expense of the Vendee, an appropriate instrument confirming
such passage to the Vendee of all the Vendor's right, title
and interest, and the release of the Vendor's security inter-
est, in such unit, in recordable form, in order that the

endee may make clear upon the public records the title of

the Vendee to such unit.

The Casualty Value of each unit of the Ecuipment
suffering a Casualty Occurrence shall be deemed to !

e

be that
portion of the original Purchase Price thereof remaining

unpaid on the Casualty Payment Date with respect ¢ zuch

unit {(without giving effect to any prepayment or »repayments
theretofore made under this Article with respect ¢ any cther
unit), plus interest accrued thereon but unpaid as of such
Casualty Payment Date. For the purpose of this paragrarch,
each payment of the Purchase Price in respect of Jq;fJ ent

made pursuant to Article 4 hereof shall be deemed to pe 2
payment on each unit of the Equipment in like proportion
as the original Purchase Price of such unit bears to the
aggregate original Purchase Price of the Equipment

If the Vendor shall receive any insurance oro-
ceeds or condemnation payments in respect of such unitg
suffering a Casualty Occurrence, the Vendor shall, subzect
to having received paymen:t of the Casualty Value ané pro-




vided no Default shall have occurred and be continuing,

pay such insurance proceeds or condemnation payments to the
Vencee. All insurance proceeds or condemnation payments
received by the Vendor in respect of any unit of Eguirpment
10t suffering a Casualty Occurrence shall be paid to zhe
vencdee upcn reasonable proof satisfactory to the Vendor that
any damage to such unit in respect of which such proceeds
were 2ald has been fully repaired, provided no Default shall
have occurred and be continuing.
and Inspecticns. ©n ©
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of the United States Department of Transportation, the Inter-
state Commerce Commission and any other leglslatlve, execu-
tive, administrative or judicial body exercising any power
or jurisdiction over the Equipment, to the extent tha* such
laws and rules affect the title, operation or use of the
Equipment, and in the event that such laws or rules require
any alteration, replacement, addition or modifica:tion of or
to any part on any unit of the Equipment, the Vendee will
conform therewith at its own expense; provided, however,
that the Vendee or the Lessee may, in good faith, contest
the validity or application of any such law or rule in any
reasonable manner which does no%t, in the reasonable opinicn
of the Vendor, adversely affect the property or r.ights of
the Vendor under this Agreement.

ARTICLE 11. Possession and Use. The Vendee, so
long as an event of default shall not have occurred and be
continuing under this Agreement, shall be entitled, from and
after delivery of the Equipment to the Vendee, to the posses-
sion of the Equipment and the use thereof, but on! .y upon and
subject to all the terms and conditions of this Agreement.

The parties hereto acknowledge that the Vendee
simultaneously is leasing the Equipment to the Lessee as
provided in the Lease, and the rights of the Lessee ang its
permitted assigns under the Lease shall be subordinated and
junior in rank to the rights, and shall be subjec% to the
remecies, of the Vendor under this Agreement.

ARTICLE 12. Prohibition Against Liens. The Ven-
dee will pay or discharge any and all sums claimecd bv any
party from, through or under the Vendee or its successors
or assigns which, if unpaid, might become a lien, charge or
security interest on or w1bh respect to the Equipment, or
any unit thereof, or the interest of the Vendor trerein, or
the Vendee's interests in the Lease and the payments o be
made thereunder equal or superior to the Vendor' title or
interests there*n, and will promptly discharge any such lien,
charge or security interest which arises, but shall not be
required to pay or discharge any such claim so long as the
validity thereof shall be contested in good faith and by
appropriate legal or administrative proceedings ir ary rea-
sonable manner and the nonpayment thereof does not, in the
reasonable opinion of the Vendor, adversely affect the titl
or interests of the Vendor in or to the Equipment or otneg—
wise under this Agreement. Any amounts paid by the Vendor in
discharce of such liens, charges or security interests upon
the Equipment shall be secured by and under this Agreement.




This covenant will not be deemed breacha2d by reason
of liens for taxes, assessments or governmental caarges or
levies, in each case not due and delinquent, or undetermined
or inchoate materialmen's, mechanics', workmen's, repairmen’'s
or other like liens arising in the ordinary course of busi-
ness and, in each case, not delinquent.

The foregoing provisions of this Article 12 shall
be subject to the limitations set forth in the last para-
graph of Article 4 hereof and the provisions of Arzicle 21
hereof; provided, however, that the Vendee will pay or dis-
charge any and all claims, liens, charges or security inter-
ests claimed by any party from, through or under :-he Vendee
Oor its successors or assigns, not arising out of ‘<he Zrans-
actions contemplated hereby (but including tax liens arising
out of the receipt of the income and proceeds from the Eguip-
ment), equal or superior to the Vendor's security interest
therein, which, if unpaid, might become a lien, charge or
security interest on or with respect to the Equipnent, or
any unit thereof, or the Vendee's interest in the Lease and
the payments to be made thereunder, but the Vendee shalil
not be required to pay or discharge any such clain so long
as the validity thereof shall be contested in good faith
and by appropriate legal or administrative proceedings i1
any reasonable manner and the nonpayment thereof does not
in the reasonable opinion of the Vendor, adversely affect
the security interest of the Vendor in or to the Hquipment
or otherwise under this Agreement or in and to the Lease
and the payments to be made thereunder.

4
k4

ARTICLE 13. Indemnities and Warranties. The -
dee agrees to indemnify, protect and hold harmless the Vendor
from and against all losses, damages, injuries, liabilities
claims and demands whatsoever, regardless of the cause
thereof, and expenses in connection therewith, including
but not limited to counsel fees and expenses, penalties and
interest, arising out of or as the result of the entering
into or the performance of this Agreement, the retention by
the Vendor of title to or a security interest in the Egquip-
ment, the ordering, acquisition, use, operation, condition,
purchase, delivery, rejection, storage or return of any of
the Equipment, any claim for patent, trademark or copyright
infringement, any accident in connection with the operation,
use, condition, possession, storage or return of any of the
Equipment resulting in damage to property or injury or death
to any person during the period when title thereto remains
in the Vendor or the transfer of title to the Equipment by




the Vendor pursuant to any of the provisions of this Agree-
ment, except however, in the case of the Builder, any losses,
damages, injuries, liabilities, claims and demands whatsoever
arising out of any breach of warranty or failure to perform
any covenant hereunder by the Builder. This covenant of
indemnity shall continue in full force and effect notwith-
standing the full payment of the indebtedness in respect

of the Purchase Price of, and the release of the Vendor's
security interest in, the Equipment, as provided in Article 5
herecf, or the termination of this Agreement in any mannex
whatsocever,

The Vendee will bear the responsibility for and
risk of, an& shall not be released from its obligations
hereunder (except as provided in Article 21 hereof) in the
event of, any damage to or the destruction or loss of any
unit of or all the Equipment.

The Builder represents and warrants to the Vendee
that, at the time of delivery and acceptance of each unit
of Eguipment under this Agreement, the Vendee will have good
and marketable title to such unit, free and clear of all
claims, liens, security interests and other encumbrances of
any nature except only the rights of the Vendor urder this
Agreement ané the rights of the Lessee under the Lease.

The Builder represents that it is not entering int
this Agreement, or into any other transaction contemplatec b
the Participation Agreement, directly or indirectly in con-
nection with any arrangement or understanding by it in any
way involving any employee benefit plan {(other than 2 govern-
mental plan) with respect to which it, or, in so far ag is
known to it, any party to the Participation Agreement is &
party in interest, all within the meaning of the Employee
Retirement Income Security Act of 1974, as amendegd.

0O

-,

s}

The agreements of the parties relating to the
Builder's warranty of material and workmanship and patent
indemnification, and the agreement of the parties relating
to the Builder's limitation of liability, are set forth in
Items 3 and 4 of Annex A hereto,.

) (7

ARTICLE 14. Assignments. The Vendee will not,
except as provided in Article 11 hereof, transfer the
right to possession of any unit of the Equipment, or sell,
assign or otherwise dispose of any of its rights under this
Agreement, except as provided in Article VII of the Trust
Agreement.
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(ay any other proceeding shall be commenced
against the Vendee or the Lessee for any relief
includes, or might result in, any modifica:ion
oblications of the Vendee hereunder or of the I
under the Lease under any bankruptcy or insolwven
or laws rela%ting to the relief of debtors, readiustment
oI indebtedness, reorganizations, arrangements, comDo-
siticns or extensions {other than a law which &
wermit any readjustment of such obligations?,

b cg such proceedings shall have been &

rullliied, staved or otherwise rendered

{2u% Then onlv sc lonc as such stay

lcrce oY such ineffeciiveness shall

orlications ©f the Vendee under this

Lessee under the Lease, a2s the case may be, shall not
nhave enn and shail not continue to have been Jdulw

in writing, pursuant to a cour: order or decree,
Or trustees oOr receiver or receivers
{whezher or not subject to rarification)

ot
D
®

e ovr Legsee, as the case may be. or

nDectlive Troperty in connechion
SO0 nge Ln Brch manner that such ob?'
nave S gzatus ag expenses of adm: SrE
ortlc neg Lrmourred by such frustee or Lrusiees
race: or rec2oivers, within 30 days afisr such nit-
men’, any, 2r £0 days after such proceelince
have comrenced, whichever shall be eariler: or

{e} the Vendee shall make or permit any unautho-

rized assignment or %transfer of this Agreement 27 any
interess herein or anv unauthorized itranst er of the
right <o poszession or use of anv unit Tha Egu
and the Vendee shall,. for more than 20 afte
in writing by the Vendor, fail to secuve 2 r:azgsicnment:
or retransfer <o the Vendee 0f such Acgreemen:, Lnier=g:
oY rignt; or

{£} the occurrence of any of the followinc:

(i} Involuntary Bankruptcy Procezdings-—-a
receiver, Licuidator or trustee of the Jeniee oOrF
the Lessee, <~ of any of the oroperiy o either, iz
avpointed by court order and such order remains in
effect for more than 30 days: or the Vendee, or *he
Lessee, 1s ad’udicated banxrupt or insolvent; oY
any of the property of either is segues:erad by
Teurt order and such order remains in eiffact for
more than 30 davs; or a pvetition is £iled ageinst
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the Vendee or the Lessee under any ban

Rruptcy.,
reorganization, arrangement, 1nsoxvency, readjust-
ment of debt, dissolution or ligquidaticn law of any
Jurisdiction, whether now or hereafter in effect,
and is not dismissed within 30 days after such
filing;

(ii) Vo luntary Petitions--the Vendee, or the
Lesgee, files a petition in voluntary bankrupicy
cr seeking relief under any provision ¢f any hank-
runtey, reorganization, arrangement, insclvency,
rzaciustment of debt, dissolution or licuidation
lew of any Jurisdiction, whether now or hereafier
in effect, or consents to the filing of any pefi-
ticn acalinst it under any such law; or

(iii) Assignments for Benefit of Crecditors,
etc.——the Vendee or the Lessee maxzes an assicnment
for the benefit of its creditors, or admiits in
writing its -ﬂab¢*‘ty to pay its debts gane:
they become due or its willingness tc be adt

3

a receiver, *trustee or liquicator of
the Lessee, cor of all or any part of

of itrhore.
z nexr:

cated a bankrupt, or consents to the appol

U <
AL

followad by a good faith determination by the Assignee
ané notification thereof to the Vendee, the 3Bensficiary
and the Lessee within 45 days following kneowliedge by the
Assignee of any such occurrence that, as a result, Lt

deems Ltself inacdequately secured; or
(g) an Event of Default shall have occurred under
the Lease; provided, however, that any Event of Defauit
under the Lease caused by the failure of the Lessee o
make any payment due thereunder shall not be deemed o
e an event ¢of default hereunder if, prior to a Declara-
tion of Default ‘as hereinafter defined), thz Vendee
pavs to the Vender in immediately available Zunés an
amount egual to {a) the amount which the Lessee failed
te pay minus [b) any pertion of such amount which the
Vendcr would have been required ko pay over o the

Vendee pursuant to the Lease Assignmen®:, or the Guaran-
toxr pays to the Vendor in immediately available funds an
amoun®t equal to the amount which the Lessee failed %o

vay plius any lnterest on overdue rentals; provided,
further, that no such payment by the Vendee >r the Guar-
anZor shall prevent an Event of Default under the Lease




the Vencdee or the Lessee under any bankruptcy,

reorganization, arrangement, insolvency, readiusi-
ment of debt, disscolution or liquidation law of anv
jurisdiction, whether now or hereafter in effect,
and is not dism1ssed within 30 davs after such
fil i:.g;
(ii) Voluntary Petitions--the Vencdee, or the
Lessee, files a petition in voluntary tankruptey
o7 seeking re¢;ef under any provision cf anv beank-
runtcy, reorganization, arrangement, irsclvency,
rzac’ustment of debt, dissolution or licuidation
lew of any Juriscdiction, whether now or hereazfrex
in effect, or consents to the filing of anv pefi-
zicn against it under any such law; or
(iii) Assignments for Benefit of Crecditors,
etc.--the Vendee or the Lessee makes an assicnment
For the benef of its creditors, or adédmits in
writing its ‘nab¢*“ty to pay its debis gane
they become due or its willingness tc be ad
cated a bankrupt, or consents to the appol
a receiver, “rustee or liquicator cf ihe V:
the Lessee, oxr of all or any part of the »
of either:
Zollowad by a good faith determination by the Assignee
ané rnotification thereof to the Vendee, the 3Zeneficiary
and tne Lesgsee within 45 days following knowledce by the
Assignee of any such occurrence that, as a result, Lt
ceems 1tself inacdequately secured: or
(g) an Event of Defaulx sHalf have occurrse
the Lease; provided, however, that any Event of
under the Lease caused by the ‘a‘iure 0of the Les:
make any payment Jdue thereunder shall not be dee
e an event of default 2ereunder if, prior to a
tion of Default !as hereinafter defined), tha Ve
pays to the Vender in Immediately availlable fund
amount egual to {fa) the amount which the Lessee
to pay minus {b) any portion of such amount whic
Vendcr would have been required %o pay over :to £
Vendee pursuant to the Lease A551gnmen , Or zhe
TOr pays to the Vendor in immecdiately availabdle
amount egqual to the amount which the Lessee fai
vay plus any interest on overdue rentals; provi

_*Vfﬂer, that no such payment by the Vendee or
antor shall prevent an Bven:t of Default under %

e[ Qu b




from being an event of default hereunder if <here shall
have occurred more than two consecutive Even:s of Default
under the Lease caused by the failure of the Lessee to
make any payment due thereunder, and, except as herein-
after provided, any additional Events of Default under
the Lease shall constitute events of default hereunder
whether or not the Vendee or the Guarantor makes any:
rayment to the Vendor; provided, further, hovever, that
if the Vendee and/or the Guarantor shall exercise such
rights to cure Events of Default under the Lease as
/ hereinabove specified and if the Lessee shall thereafter
“l make two conse ut’ve semiannual rental payments, the
rights of the é and/or the Guarantor to cur e Event
of Default under the Lease as hereinabove specified
shall be reinstated;

then at any time after the occurrence of such an event of
default the Vendor may, upon written notice to the Vendee

and the Lessse and upon compliance with any legal require-
ments then in force and applicable to such action by the
Vendor, (i) subject to the proviso in the second paragraph of
§ 4 of the Lease relating to termination and to the Lessee's
rights of possession, use and assignment undexr §§ 4 and 12 of
the Lease, cause the Lease immediately upon such notice to
terminate, but the Lessee shall remain liable as therein pro-
vided, and/or (ii) declare (herein called a "Declaration of
Defauit") the entire unpaid CSA Indebtedness, together wit
the interest thereon then accrued and unpaid, immediately

due and payable, without further demand, and thereafier the
aggregate of the unpaid balance of such indebtedness and
interest shall bear interest from the date of such Declara-
tion of Default at the Overdue Rate, to the exten:t legally
enforceable. Upon a Declaration of Default, subijeczt %o
Article 4 hereof, the Vendor shall be entitled to recover
judgment for the entire unpaid balance of the CSA Indebted-
ness so payable, with interest as aforesaid, subject %o the
provisions of Articles 4 and 21 hereof, and to collect such
judgment out of the "income and proceeds of the Egquipment'
wherever situated.

The Vendor may, at its election, waive any such
event of default and its consequences and rescind and annul
any Declaration of Default or notice of termination of the
Lease by notice to the Vendee and the Lessee in wr:ting to
that effect, and thereupon the respective rights of the par-
ties shall be as they would have been if no such event of
default had occurred and no Declaration of Default or notice
of termination of the Lease had been made or given. Notwith-




standing the provisions of this paragraph, it is expressily
agreed by the Vendee that time is of the essence of this
Agreement and that no such waiver, rescission or annulment
shall extend to or affect any other or subsequent. default
or impair any rights or remedies consequent thereon.

ARTICLE 16. Remedies. Subject to the Lessee's
rights of possession, use and assignment under §§ 4 and 12
of the Lease, at any time during the continuance of a Decla-
ration of Default, the Vendor may, and upon such further
notice, if any, as may be reguired for compliance with any
mandatory legal requirements then in force and agplicable
to the action to be taken by the Vendor, take or cause %o
be taken, by its agent or agents, immediate possession of
the Equipment, or any portion thereof, without liability
to return to the Vendee any sums theretofore paid and ZIree
from all claims whatsoever, except as hereinafter in this
Article 16 expressly provided, and may remove the same from
possession and use of the Vendee or any other person and
for such purpose may enter upon the premises of the Vendee or
any other premises where the Equipment may be located and may
use and employ in connection with such removal any supplies,
services and aids and any available trackage and other
facilities or means of the Vendee, subject to all mandatory
requirements of due process of law.

In case the Vendor shall demand possession of the
Equipment pursuant to this Agreement and shall designate a
reasonable point or points for the delivery of the Eguipment
to the Vendor, the Vendee shall, at its own expense anc risk:

fa) forthwith and in the usual manner cause the
Equipment to ke placed upon such storage tracks cf the
Lessee or any of its affiliates as the Vendor reasonably
may designate;

(b) permit the Vendor to store the Equipment on
such tracks at the risk of the Vendee withoui charge
for insurance, rent or storace until the Egquipment has
been sold, leased or otherwise disposed of by the
Vendor; and

(c) cause the Equipment to be transported to
any reasonable place on the lines of railrocad operated
by the Lessee or any of its affiliates or to any con-
necting carrier for shipment, all as directec by the
Vendor.




During any storage period, the Vendee will, at its own cost
and expense, insure, maintain and keep each such unit in
good order and repair and will permit the inspection of the
Equipment by the Vendor, the Vendor's representatives and
prospective purchasers, lessees and users. This agreement
to deliver the Equipment and furnish facilities as herein-
before provided is of the essence of the agreement between
the parties, and, upon application to any court of equity
having jurisdiction, the Vendor shall be entitled to a
decree against the Vendee requiring specific performance
hereof. The Vendee hereby expressly waives any axd all
claims against the Vendor and its agent or agents for
damages of whatever nature in connection with any retaking
of any unit of the Equipmen% in any reasonable manner.

At any time during the continuance of a Declara-
tion of Default, the Vendor (after retaking possession of
the Equipment as hereinbefore in this Article 16 provided)
may, at its election and upon such notice as is hereinafter
set forth, retain the Equipment in satisfaction of the
entire CSA Indebtedness and make such disposition therecf as
the Vendor shall deem fit. Written notice of the Vendor's
election to retain the Equipment shall be given to the
Vendee, the Beneficiary, the Guarantor and the Lessee by
telegram or registered mail, and to any other persons to
whom the law may require notice, within 30 days after such
Deciaration of Default. In the event that the Vendor
should elect to retain the Equipment and no object:ion is
made thereto within the 30-day period described in the
second proviso below, all the Vendee's rights in the Equip-
ment shall thereupon terminate and all payments made by the
Vendee or for its account may be retained by the Vendor as
compensation for the use of the Ecuipment; providecd, however,
that if the Vendee, before the expiration of the .L-
period described in the proviso below, should pay or
to be paid to the Vendor the %Zotal unpaid balance cf
CSA Indebtedness, together with interest thereon accrue
and unpaid and all other payments due under this Agreement,
then in such event absolute right to the possession of, title
to and property in the Equipment shall pass to and vest in
the Vendee; provided, further, that if the Vendee, the Lessee,
the Guarantor or any other persons notified under the terms
of this paragraph opject in writing to the Vendor within 30
days from the receipt of notice of the Vendor's election to
retain the Equipment, then the Vendor may not so retain the
Equipment, but shall sell, lease or otherwise dispose of
it or continue to hold it pending sale, lease or other dis-
position as hereinafter provided or as may otherwise be

’.

4

G m

[ VLS
b (D 3
n
D

D

{




permitted by law. If the Vendor shall not have cgiven notice
to retain as hereinabove provided or notice of intention to
dispose of the Equipment in any other manner, it shall be
deemed to have elected to sell the Eguipment in eccordance
with the provisions of this Article 16.

Subject to the Lessee's rights of possession, use
and assignment under §§ 4 and 12 of the Lease, at any time
durinc the continuance of a Declaration of Default, the
Vendor. with or without retaking possession thereof, a%t its
elect’on anéd upon reasonable notice to the Vendee, the
Lessee and any other persons to whom the law may reguire
notice of the time and place, may sell the Equipment, or one
or more of the units thereof, free from any and all claims
of the Vendee, the Lessee or any other party claiming from,
through or under the Vendee or the Lessee, at law or in
eguity, at public or private sale and with or without adver-
tisement as the Vendor may determine:; provided, however,
that if, prior to such sale and prior to the making of a
contract for such sale, the Vendee should tender full pay-
ment of the total unpaid balance of the CSA Indebtedness,
together with interest thereon accrued and unpaid and all
other payments due under this Agreement as well a3 expenses
of the Vendor in retaking possession of, removing, storing,
holding ané preparing the Egquipment for, and otherwise
arranging for, the sale and the Vendor's reasonable attorneys’
fees, then upon receipt ©f such payment, expenses and fees
by the Vendor, absolute right to the possession of, title to
and property in the Eguipment shall pass to ané vest in the
Vendee. The proceeds of such sale or other disposition,
less the attorneys® fees and any other expenses incurred by
the Vendor in retaking possession of, removing, storing,
holding, preparing for sale and selling or otherwise dis
posing of the Equipment shall be credited on the amcunt
to the Vendor under the provisions of this Agreement.
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Any sale hereunder may be held or conducted at
New York, New York or Philadephia, Pennsylvania a* such
time or times as the Vendor may specify {unless the Vendor
shall specify a different place or places, in which case the
sale shall be held at such place or places as the Vendor may
specify), in one lot and as an entirety or in separate lots
and without the necessity of gathering at the place of sale
the property to be sold, and in general in such manner as
the Vendor may determine, so long as such sale shall be in
a commercially reasonable manner. The Vendor, the Vendee,
the Lessee or the Guarantor may bid for and become the
purchaser of the Equipment, or any unit thereof, co offered




@]
1

25

for sale. The Vendee, the Lessee and the Guarantor shall be
given written notice of such sale or the making of a contract
for such sale not less than ten business days prior thereto,
by telegram or registered mail. If such sale shall be a
private sale {(which shall be deemed to mean only a sale

where an advertisement for bids has not been published in a
newspaper of general circulation or a sale where fewer than
40 offerees have been solicited in writing to submit bids},
it shall be subject to the rights of the Lessee, the Vendee
and the Guarantor to purchase or provide a purchaser, within
ten cdavs after notice of the proposed sale price, at the same
price offered by the intending purchaser or a bet:er price.
In the event that the Vendor shall be the purchaser of the
Zquipment, it shall not be accountable to the Vendee or the
Lessee (except to the extent of surplus money received as
hereinafter provided in this Article 16), and in payment of
the purchase price therefor the Vendor shall be entitled to
have credited on account thereof all or any part of sums due
tc the Vendor hereunder.

Each and every power and remedy hereby specifically
given to the Vendor shall be in addition to every other power
and remedy hereby specifically given or now or hereafter
existing at law or in equity, and may be exercised from time
to time and simultaneously and as often and in such order as
may be deemed expedient by the Vendor. All such powers and
remedies shall be cumulative, and the exercise of one shall
not be deemed a walver of the right to exercise ary other or
others. No delay or omission of the Vendor in the exercise
of any such power or remedy and no renewal or extensicn of
any payments due hereunder shall impair any such pcwer or
remedy or shall be construed to be a waiver of any éefault or
an acquiescence therein. Any extension of time for Dayment
hereunder or other indulgence granted to the Vendee o+ =he
Lessee shall not otherwise alter or affect the Verdor's
rights or the Vendee's obligations hereunder. The Vendor's
acceptance of any payment after it shall have beccme due
shail not be deemed to alter or affect the Vendee's cbliga-
tions or the Vendor's rights hereunder with respect to any
subsequent payments or default therein.

If, after applying all sums of money realized by
the Vendor under the remedies herein provided, there shall
remain any amount due to it under the provisions of this
Agreement, the Vendee shall pay the amount of such deficiency
toc the Vendor upon demand, together with interes: thereon
from the date of such demand to the date of pvayment at the
Overcdue Rate, and, 1f Zhe Vendee shall fail to pay such




deficiency, the Vendor may bring suit therefor and shall,
subject to the limitations of the last paragraph of Article 4
hereof, be entitled to recover a judgment therefor against

the Vendee. If, after applyving as aforesaid all sums realized
by the Vendor, *he“e shall remain a surplus in the possession
of the Vendor, such surplus shall be paid to the Vendee.

The Vendee will pay all reasonable expenses,
luding attorneys' fees, incurred by the Vendor in enforc-
g its hemed es under the terms of this Agreement. In the

event that the Vendor shall bring any suit to enforce any of
its rights hereunder and shall be entitled to judamert, then
in such suit the Vendor may recover reasonable exoenses,

including reasonable attorneys'! fees, and the amoint =hereof

shall be included in such judgment.
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The foregoing provisions of this Article 16 are
subject in all respects to all mandatory legal requirements
at the time in force and applicable thereto.

ARTICLE 17. Applicable State Laws. Any provision
of this Agreement prohibited by any applicable law of any
jurisdictionr shall as to such jurisdiction be ineffective,
without modifying the remaining provisions of this Agreement.
Where, however, the conflicting provisions of any such
applicable law may be waived, they are hereby waived by the
Vendee to the full extent oerm1t+ed by law, it being the
intention of the parties hereto that this Agreement shall
be deemed to be a conditional sale and enforced as such.

Except as otherwise provided in this Agreement, the
Vendee, to the full extent permitted by law, hereby waives

all statutory or othe* legal reguirements for any notice of
any kind, notice of intention to take possession of or to
sell or lease the Equipment, and any other requiremen:s as

o the time, place and terms of the sale or lease thereof,
any other requirements with respect to the enforcement of
the Vendor's rights under this Agreement and any and all
rights of redemption.

ARTICLE 18. Recording. The Vendee will cause
this Agreement, any assignments hereof and any amendments
or supplements hereto or thereto, to be filed in accordance
with Section 20c of the Interstate Commerce Act and deposited
with the Registrar General of Canada (notice of such deposit
to be forthwith given in The Canada Gazette) pursuant to
Section 86 of the Railway Act of Canada; and the Vendee will
from time to time do and perform any other act and will




execute, acknowledge, deliver, file, register, deposit and
record any and all further instruments required by law or
reasonably requested by the Vendor for the purpose of proper
protection, to the satisfaction of counsel for the Vendor,
of its interest in the Equipment and its rights under this
Agreement or for the purpose of carrying out the intention
of this Agreement; and the Vendee will promptly furnish to
the Vendor certificates or other evidence of such filing,
registering, denositing and recording satisfactory to the
Vendor.

ARTICLE 19, Article Headings; Effect &endé Modifica-
tion of Acreement. All article headings are insertad for
convenience only and shall neot affect any construction or
interpretation of this Agreement.

Except for the Participation Agreement, this Agree-
ment, including the Annexes hereto, exclusively and com-
pletely states the rights of the Vendor and the Vendee with
respect to the Equipment and supersecdes all other agreements,
oral or written, with respect to the Equipment. No variation
or modification of this Agreement and no waiver of any of its
provisions or conditions shall be valid unless in writing and
signed by duly authorized representatives of the Vendor and
the Vendee.

The parties hereto acknowledge that the Guaranty
Agreement contains certain provisions regarding the consent
of the Guarantor in the event of any modification of this
Agreement or any waiver of any of its provisions or condi-
tions which would either individually or cumulatively have
a material adverse =ffect upon the Guarantor.

ARTICLE 20. Notice. Any notice hereunder to any
of the parties designated below shall be deemed to be properly
made if delivered or mailed to it by first class mail {unless
otherwise specifically reguired herein), postage prepaid, at
the following addresses:

{(a) to the Vendee, at 130 John Street, 4th Floor,
New York, New York 10038, Attention of Corporate Trust
and Agency Division, with a copy to the Beneliciary at
its address specified in the Participation Agreement,

(b) to the Lessee, at 1310 Six Penn Center Plaza,
Philadelphia, Pennsylvania 19104, Attention of Vice
President Treasurer,




(c) to the Builder or the Guarantor, at its
address specified in Item 1 of Annex A hereto,

(d) to the Assignee, at its address at Mellon
Square, Pittsburgh, Pennsylvania 15230, Attention of
Corporate Trust Division,

(e} if to the Beneficiary, at its address at P.O.
2ox 8300, Stamford, Connecticut 06904, Attention of Loan
Cfficer, Air/Rail Leasing,

(£) to any assignee of the Vendor or Assignee, or
of the Vendee, at such address as may have been fur-
nished in writing to the Vendee, or the Vendor or the
Assignee, as the case may be, and to the Lessee, by such
assignee,

or at such other address as may have been furnished in writ-
ing by such party to the other parties referred to above.

ARTICLE 21. Immunities; Satisfaction of Undertak-
ings. No recourse shall be had in respect of any oblLigation
due under this Agreement, or referred to herein, against any
incorporator, stockholder, director or officer, as such, wmast,
present or future, of the parties hereto (or the 3eneficiary;
whether by virtue of any constitutional provision, statute or
rule of law, or by enforcement of any assessment or penal:ty
or otherwise, all such liability, whether at common law, in
equity, Dy any constitutional provision, statute or otherwise,
of such incorporators, stockholders, directors or officers,
as such, being forever released as a condition of and as
consideration for the execution of this Agreement.

The obligations of the Vendee under the second
paragraph of Article 16 and under Articles 3, 6, 7 {(other
than the second and third sentences of the second paragraph
thereof), 8, 9, 10, 12 {(other than the proviso to the last
paragraph thereof), 132 and 18 hereof shall be deened in all
respects satisfied by the Lessee's undertakings contained
in the Lease. The Vendee shall not have any responsibility
for the Lessee's failure to perform such obligations, but
if the same shall not be performed they shall constitute
the basis for an event of default pursuant to Article 15
herecof.

Anything in this Agreement to the contrary notwith-
standing, each and all of the representations, undertakings
ané agreements herein made on the par:t of the Vendee are




made and intended not as personal representations, under-
takings and agreements by United States Trust Company of
New York or for the purpose or with the intention of binding
it personally but are made and intended for the purpose of
binding only the Estate as such term is used in the Trust
Agreement, and this Agreement is executed and delivered by
the said trust company solely in the exercise of the powers
expressly conferred upon it as trustee under the Trust
Agreement; and no personal liability or responsibility is
assumed by or shall at any time be enforceable against the
said trust company {(except liability under the proviso con-
tained in the last paragraph ©f Article 12 hereof) or the
Beneficlary [except as provided in the Trust Agreesment! on
account of any representation, undertaking or agraement
nereunder of the Vendee or the Beneficiary, either expressed
or implied, all such personal liability, if any, being
expressly waived by the Vendor and by all persons claiming
by, through or under the Vendor; provided, however, that
the Vendor or any person claiming by, through or under the
Vendor, making claim hereunder, may look to said istate for
satisfaction of the same.
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ARTICLE 22. Certain Representations and Warranties
of Builder. The Builder hereby represents and warrants to
the Vendee, its successors and assigns, that this Agreement
is duly authorized by it and lawfully executed and delivered
by it for valid consideration and that, assuming cue authori-
zation, execution and delivery by the Vendee, this Agreement
is a legal, valid and binding agreement of the Builder,
enforceable in accordance with its terms.

ARTICLE 23. Law Governing. The Vendee warrants
that its chief place of business is located in the szate
specified in clause {(a) of Article 20 hereof. The terms
of this Agreement and all rights and obligations hereunder
shall be governed by the laws of such state; provided,
however, that the parties shall be entitled to all rights
conferred by Section 20c of the Interstate Commerce Ac
such additional richts arising out of the filing, recordin
or deposit nereof, if any, and of any assignment herecf as
shall be conferred by the laws of the several ijurisdictions
in which this Agreement or any assignment hereof saall be
filed, recorded or deposited.
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ARTICLE 24. Execution. This Agreement may be
executed in any number of counterparts, such counterparts
together constituting but one and the same contrac:, but
the counterpart delivered to the Assignee pursuant to the




CSA Assignment shall be deemed the original and all other
counterparts shall be deemed duplicates thereof. Although
for convenience this Agreement is dated as of the date first
above written, the actual date or dates of execution hereof
by the parties hereto is or are, respectively, the date or
dates stated in the acknowledgments hereto annexed.

IN WITNESS WHEREOF, the parties hereto have exe-
cuted or caused this 1nstrume1t to be executed all as o©of the
date first above written.

GENERAL MOTCORS CORPORATICN
(ELECTRO-MOTIVE DIVISICN)

& //B/W

ICorvporate Seal] Vlce esident

Attest:

‘ // /f/éuz/c,/ |

Attesting Secretary

UNITED STATES TRUST CCMPANY OF
NEW YQORK, as Trustee,

. ,
Y zféz}wrwp

TCorporate Seal] Agsistant Vice President
Attest:
,', 4_« e
S AT

Assxstant Secretarv

N -
—




STATE OF ILLINOIS,)
) Ss.:
COUNTY COF COOK, )

On this ?/7# day of April 1978, before me person-
ally appeared _ , to me personally known,
who, being by me duly swo¥n, says that he is a Vice President
of GENERAL MOTORS CORPORATION (ELECTRO-MOTIVE DIVISION;, that
one ©f the seals affixed to the foregoing instrument is the
corporate seal of said corporation, and that said instrument
was signed and sealed on behalf of said corporation by author-
ity of its Board of Directcrs, and he acknowledged %fnat the
execution cf the foregoing instrument was the free act and
deed of said corporatiocn.

[Notarial Seall

My Commission expires

STATE OF NEW YORK, )
) SS.:
COUNTY OF NEW YORK, )}

On this ALt day of April 1978, before me verson-
ally apgeared CEQORGE RO WELL , to me per;onally kgown,
who, being by me duly swof%,léays that he/she is an Assistant
Vice President of UNITED STATES TRUST COMPANY OF NEW YORK,
that one of the seals affixed fo the foregoing instrument
the corporate seal of said corporation, and that said inst
ment was signed and sealed on behalf of said corperation ¢
authority of its Board of Trustees, and he/she acknowledged
that the execution of the foregoing instrument was the Iree
act and deed of sald corroration.

(e e i licag
Notary Publffc
AR TOWEINRERG ‘
[Notarial Seall %mwwmw wynme1mm

e
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MV Commission expires ferlitars Licd in i County

: fharch 20, 1980




SCHEDULE I

Allocation Schedule of Each $1,000,00C of CSA
Indebtedness Payable in Instalments on the 30
consecutive semiannual dates following the
earlier of (i) the last Closing Date under
this Agreement and (ii) December 15, 1978

Payment Interest Principal Debt Principzl
Date Payment Payment Service Balance
iy »000,000.CC
1 45,000.00 16,391.54 61,391.54 983,608.46
2 44,262,.38 17,129.16 61,391.54 866,479.30
3 43,491.57 17,899.97 61,391.54 848,579.33
4 42,686.07 18,705.47 61,391.54 929,873.86
5 431,844 ,32 29,547.22 61,391.54 91¢,326.64
6 40,9€4.70 22,092.04 63,056.74 888,234.60
7 38,270.56 23,086.18 63,056.74 865,148.42
8 38,931.568 28,353.17 67,284.85 836.795.25
Q 37,655.79 29,629.06 67,284.85 807,166.19
10 36,322,438 30,962.37 67,284.85 776,202,82
11 34,929,317 32,355.68 67,284.85 742,848,.14
i2 33,472.17 33,811.68 67,284.85 710,036.4¢
i3 31,951.64 35,333.21 67,284.85 674,702,25
14 30,361.65 26,923.20 67,284.85 637,780.¢
5 23,700.290 38,584.75 67,284.85 596 ,185,2¢C
16 26,963.79 40,321,065 87 ,284.85 558,874,224
17 25,149,344 42,135.51 67,284,85 516,738.73
1e 23,253.24 38,445,312 61.698.3% 478,293,621
i9 21,523.21 40,175.15 61,698,326 438,21€.46
20 19,718.33 35,594.28 55,309.61 £02,524.28
1 18,113.59 37,186.02 55,309.61% 365,328,116
22 16,429.77 32,584.24 49,024.01 332,.743.,92
23 14,373,483 34,050.53 49,024.01 298,683 .39
24 13,442,290 29,621.24 43,062.44 229,072.15
2 12,108.25 30,954.19 43,062.44 238,117.95
28 10,715.31 28,025.68 38,740.99 210,092.28
27 9,454.15 29,286.84 38,740.99 180,8C05.44
28 8,136.24 56,928.17 65,064.41 123,377.27
29 5,574.48 59,489.93 65,064.41 64,387.34
30 2,897.43 54,387.2¢4 67,284,77 --
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Annex A
to

Conditional Sale Agreement

General Motors Corporation (Electro-Motive Division}),
La Grange, Illinois 60525.

The Equipment shall be settled for in not more than

10 Groups of units delivered to and accepted by the

Vendee unless a greater number shall be agreed to by
the parties hereto.

The Builder warrants tha* the Equipment manufactured
by it hereunder is of the kind and qualiiy described
in, and will be built in accordance with. the Specifi-
cations referred %o in Article 2 of this Agreement
and is suitable for the ordinary purposes for which
such Equipment is used and warrants each unit of
such Eguipment to be free from defects in material
and workmanship which may develop under normal use
and service within two years from date of delivery of
such unit or before such unit has been operated
250,000 miles, whichever event shall first occur. The
Builder agrees to correct such defects, which
examination shall disclose to the Builder’s sat
tion to be cdefective, by repair or replacement .
facuo'y and such correction shall constitute fulfil
ment of the Buildexr's obligation with respect o su
defect under this warranty. The Builder warrant
specialties not of its own specification or desi
the same extent that the suppliers of such speci
ties warrant such items to the Builder. The Buil
further agrees with the Vendee that neither the
inspection as provided in Article 2 of this Agree-
ment, nor any examination, ncr the acceptance of any
units of +hp Eguipmen:t as provided in saic Artlcl 3
shall te deemed a waiver or modification by the
Vendee of any of itsg rights under this Item 3.

(SN 55| ;4.
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THERE ARE NO WARRANTIES WITH RESPECT TQ
MATERIAL AND WORKMANSHIP, EXPRESSED OR IMPLIED, MADE
BY THE BUILDER EXCEPT THE WARRANTIES SET DUT ABOVE.
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The Builder shall defend any suit or proceeding
brought against the Vendee, the Lessee and/or each
assignee of the Builder's rights under tais Agree-
ment so far as the same is based on a claim that

the Equipment of the Builder's specifica:zion, or

any part thereof, furnished under this Agreement
constitutes an infringement of any pateni, if noti-
fied promptly in writing and given authority, infor-

r *he defense of same, and *he Builder shall pay
1 damages and costs awarded therein against the
ncee, the Lesses and/or any such assignee.

In case any unit of g Equipment, or any part
therecf, is in such suit held to constitute
infringement and the use of such unit or part is
enijoined, the Builcder shall at its optiorn and at
its own expense either procure for the Vendee, the
Lessee and any such assignee the right tc¢ continue
using such unit or part, or replace the csame with
noninfringing eguipment subject to this Agreement,
or modify it so it becomes noninfringing, or remove
such unit and refund the Purchase Price and the
transportation andéd installation costs thereof. If
the Purchase Price is so refunded, such refund sh
be made to the assignee of the Builder's richts
under this Agreement if this Adreement has been so
assignecd, which refund, to the extent of the unpaid
CSA Indebtecness, shall be apvlied in like manner as
payments in respect of Casualty Occurrences under
Article 7 of this Agreement and, as long as no event
of default or event which with the lapse 0f time
and/or demand could constitute an event cf de
under this Acreement shall have cccurred ané De
continuing, the balance shall be paid by s
assignee to the Vendee.

=
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The Builder will assume nco liability for oatent
infringement by reason of purchase, manufacture,
sale or use of devices not included in and covere
by its specification,

The foregoing states the entire liability of the
Builder for patent infringement by the Equioment
or any part thereof.
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Item 5: The Maximum Purchase Price referred to in Article 4
of this Agreement is $39,888,245.

Item 6: The Maximum CSA Indebtedness referred to in Article 4
of this Agreement is $27,500,000.
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reerstate @ommem € onmmission

aﬁbmgtnu, E €. 20423
;5/3/78

OFFICE OF THE SECRETARY ‘ -
N

Laurance V. Goodrich
Cravath,Swaine & Moore
One Chase Manhattan Plaza
New York, N.Y. 10095

I S

Dear ‘
Sir: '
The enclosed document(s) was, i‘ecorded pursuant to the

/
provisions of section 20(c) of the Ihterstate Comnierce Act,

49 U.S.C. 20(c), on at E ,
5/3/78 10: 25am

and assigned recordation number(s)

9362, 9362-A,9362-B & 9362-C
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