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AGREEMENT made as of this 19th day of! December, 1974, by and be- g

tweon PRECISION NATIONAL LEASING.CORPORATION ("Precision") and CHICAGO,

ROCK ISLAND AND PACIFIC RAILROAD COMPANY ("Rock Island").

RITHN T H:
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WHEREAS, Precision desires to purchase from . Rock Island, and

P

Rock Island desires to sell to Precision, 40 diesel electric locomc- \\\

e R

tives (the "Lccomotives") shown on Exhibit A, annexed hereto. all upon

" the terms and conditions hereinafter set forth;

NOW, THEREFORE, Precision and Rock Island mutually agree as

followsz

1. Purchase. Precision hereby agrees to purchase the Loco-
motives, and Rock Island hereby agrees to sell the Locomotives to
Precision, at the price and upon all of the terms and conditions

\

hereinafter set forth.

2. Condition. Rock Island warrants and represents thatlthe
Locomotives are in operafing condition uﬁder Intérstate Commerce
Commisgion ("ICC")-ruies'and fegulations for mbvement'under their own
power in interchange traffic;‘complete in all parts,. and that the same

willi be true as of the Closing (as hereinafter defined).

3. Titlg. Rock Island warrants and represents to Precision that

£

at. the Closing it will be the owner of the Locomotives free and clear
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of any and all claims, liens, debts, leases, title defects, encumbrances, ,

security interests, taxes, costs and expenses of any kind whatsoever.

4. Additional Covenants, Representations and Warranties. Rock

Island covenants, represents and warrants that:

(a) It is a corporation duly organized, validly existing -
and in good standing under thé laws of Delaware and
ﬂas full.cdrporate power and authqrity to own the properties
énd.to conduct the business which it owns and conducts, and
is duly qualified tp do business and is-in good standing in
each jurisdiction where the ownershipAof its property or the

conduct of its business requires such gualification.

(b) The execution and delivery of £his Salé.géreement
and the Consummation.of the transactions céntemplated hereby
.will not violate any provision of Rock Island's certificate
of incorporation or by-laws, any provision of applicable law,
or any provision of, or result in the acceleration of any
obiigation under, any mortgage, lien, lease, agreement, instru-
ment, order, arbitration, award, judgment or decree to which
the Rock Island or any of its subsidiaries is a party or by
which.the Rock Island_or-any of its subsidiaries are bound,
and do not require the approval of any publié‘regulatory

authority or body.

(c) The Executive Committee of the Board of Directors
of the Rock Iéland have duly taken all action required by law,

its certificate of incorporation and by-laws and otherwise, to



authorize and approve the execution and delivery of this Sale
Agreeméht and the transactions contemplated hereby. This Sale
Agreement is a valid and binding agreement in accordance with

its terms.

(d) There are no legal proceedings or governmental pro-
ceedings pending and Rock Island has no knowledge of any
threatened p;oceedings which would prevent or interfere with
the consummation of the transactions contemplated by this Sale

Agreement.

(e) Neither the“ﬁoCk Island nor any of its subsidiariés
are parties to or subject to any o;der; judgment or decree
entered in any proceeding bfought‘by a U.S. governmental
agency enjoining tiem in respect of any business'practice
or the acquisition or diéposition or sale 6f any property.

(£) To its knowlédge Rdck Island and its subsidiaries

.
have complied with all laws, regulations or orders, and the
Rock Island and its subsidiaries have received no notice of
any claimed violations of any laws, regulations or orders
applicable to their'businesseé, aséets and liabilities,{the
violation of which would have a material adverse effect bn
the financial condition or opefatiohs of the Rock Island and

its subsidiaries or the right of any of them to carry on a

material segment of their respective businesses.

5. Price. The purchase price for each Locomotive purchased .

hereunder is $75,000.



6. Closing. This traﬁsaction shall be‘closea at the office.of
0. L. Houts 139 West Van Buren Street, 10th Floor, Chicago, T1iinois,
at 11:00 A.M. on the 15th day of January, 1975 ("Closing"). At the
Closing Rock Island shall.deliver to Precision (or:cause to be delivered

to Precision) the following:

(a) an executed Bill of Sale in the form annexed hereto

as Exhibit B;

(b) an executed lease ("Lease") coverihg the Locomotives

in the form annexed hereto as Exhibit C;

(c) an executed agreement for the reconstruction of the
Locomotives ("Reconstruction Agreement") in the form annexed

hereto as Exhibit D; and

(d) all items required to be delivered pursuant to

Paragraph 7 hereof. .

At the Closing Precision shall deliver to Rock Island a certified or

cashier's check payable to the Rock‘ISIand in the amount of $3,000,000.

7. Conditions to Precision's Obligations. All obligations of

Precision under this Sale Agreement are subject to the following
conditions, all of which Rock Island agrees to cause to occur on or

before the Closing:

(a) All representations and warranties of Rock Island
contaihed in this Sale Agreement shall have been true when
made and shall be true at and as of the Closing as if such

representations and warranties were made at and as of the
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Closing, and the Rock Island'shall have perfOrmed_all agree-
ments and covenants required by this Sale Agreement ﬁo be ,

performed by them prior to or at the Closing.

(b} Good and marketable title to the Locomotives shall have
been conveyed, transferred, assigned and delivered to Precision
as of the Closing, free and élear of all liens, claims, encumbrances
or other rights of any kind whatsoever, other than the Lease des-

¢ribed in Subparagraph 7(c) (vii).

(c) Precision shall have received an opinion, dated the Closing

of Messrs. Kirkland & Ellls, counsel for the Rock Island, to the

—

effect that:

.

(i) Rock Island is a corporation duly organized
and validly existing and in good standing under the
laws of the state of its incorporation having corporate
power to carry on its business as then being conducted;

(i1) the Rock Island has full power and authority
to sell, convey,_assign, transfer and deliver the Loco-
motives as provided in this Sale Agreement;

L]

(iii) this Sale Agreement has been duly authorized,
executed and delivered by the Rock Island and consti-
tutes a valid and binding agreement in accordance with
its terms;

(iv) all necessary corporate action on the part
of Rock Island to authorize and approve this Sale Agree-
ment and the transactions contemplated hereby has been
duly and validly taken;

(v) neither this Sale Agréement nor any actions
required hereby regquire the approval of any governmental
authority or body (U.S. or foreign);

(vi) Precision has received all the right, title and
interest in and to the Locomotives in accordance with the
terms of this Sale Agreement, free and clear of all liens,
claims, encumbrances or rights of any kind whatsoever, _
other than the Lease described in Subparagraph 7(c) (vii);

(vii) The Lease and Reconstruction Agreement made and
delivered pursuant to this Sale Agreement constitute legal,



valid and binding obligations of the Rock Island and are
enforceable in accordance with their terms;

(viii) no recording, filing or depositing of the Lease
is necessary to preserve or perfect the title of Precision,
except a filing with the ICC pursuant to Sectlon 20c of
the Interstate. Commerce Act;

(ix) a proper filing with the ICC pursuant to Sec-
tion 20c of the Interstate Commerce Act has been made,
and, therefore, Precision's interest in the Locomotives
leased to Rock Island is free and clear of all liens,
claims, encumbrances or rights of any kind whatsnever of
anyone .claiming by, through or under Rock Island;

(x) the executicin and delivery of this Sale Agree-
ment, and the consummation of the transactions contemplated
hereby will not violate any provision of the Certificate of
Incorporation or By-Laws of Rock Island or.the Articles of’
Incorporation or By-Laws of any of its subsidiaries, or
any provision of, or result in the acceleration of anyi .
obligation under, any mortgage, lien, lease, agreement,
instrument, order, arbitration award, judgment or decree
to which the Rock Island or any of its subsidiaries is a
party or by which any of them is bound:

(i) they are familiar with the terms of the
Agreement of Merger between the Rock Island and the
Union Pacific Railroad Company, dated June 1, 1964,
(which Agreement is pending before and subject to
approval of the ICC); that if such merger agreement
is consummated, this Sale Agreement, the Lease and the
Reconstruction Agreement will, without further action by
the parties, be and become fully binding obligations of
the surviving corporation under such merger;

(xii) that the Rock Island is not presently a
party to any Agreement for Merger, consolidation or
like combination other than that spec1f1cally referred
to in subparagraph (xi).
Such opinion will also contain a statement that based upon its
investigations such counsel knows of no suit or proceeding pend-
ing or threatened against or affecting the Rock Island or any of

its subsidiaries of such a nature to prevent the sale and lease

of the Locomotives pursuant, to this Sale Agreement.

(d) Rock Island shall have furnished Precision with:



, (i) a certified copy of a resolution or resolutions
duly adopted by the.Executive Committee of the Board of
Directors of the Rock Island approving this Sale Agreement
and authorizing the execution and delivery of this Sale
Agreement, the Lease, the Reconstruction Agreement and such
other matters as may be necessary or appropriate to carry
out the transactions contemplated by this Sale Agreement; and

. (ii) a certificate of the President or a Vice President
of the Rock Island certifying that all representations and
warranties of the Rock Island contained in this Sale Agree-
ment were true when made and continue to be true at and as of
the Closing.

(e} this Sale Agreement and the Lease shall have been filed

in accordance with Section 20c of the Interstate Commerce Act.

(f) Rock Island will have caused each of the Locomo- _,
tives to be kept ﬁumbered with its-identifying number as set
forth in Appendix 1 to Exhibit A, and Will have placed (and
will keep and maintain) plainly, distinctly, permanently and
‘conspicuously mérked on each side of each unit, in letters not
less than one inch in height, the words: "Property of Preci-
sion National~Leaeing Corporation," or other appropriate words
designated by Precision, and will cause appropriate changes
thereof and additions thereto as from time to time may be
required by law in order to protect Precision's interest

in the Locomotives and its rights under this Sale Agree¥

ment and the Lease. Rock Island will not permit any such

unit to be placed in operation or exercise any control or domin-
ion over the same until such markings shall have been made
thereon and will replace or will cause to be replaced promptly
any such marklngq which may be removed defaced or desfroyed

Rock Island will not permit the identifying number of any Loco-
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" sealed on behalf of said corporation by authority of its Board of
Directors, and they acknowledged that the execution of the foregoing

instrument was the free act and deed of said corporation.

A

T OIND T g
(i://TRJtary Public _
MY COMMISSION EXPIRES OCT. 26, 1977
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STATE OF ILLINOIS )

. )y SS.
COUNTY OF Jerrermson)

On this 47Zf day of January, 1975, before me personally ap-
peared Frank Hall, to me personally known, who being by me duly
sworn, says that he is _74e President of Precision National
Leasing Corporation, and Doris.Baize, to me peréonally known to be
the The Secretary of said qoréoration, that the seai affixed
to the foregoing instrument is the corporate seal of said corpéra—
tion; that said instrument'was signed and sealed on behalf of said
éorporation by authority of its Board of Directors, énd they acknow-

ledged that the execution of the foregoing instrument was the free

mz;@/

/yb+ary PlelC /

act and deed of said corporation.

STATE OF ILLINOIS )
, ) SS.
COUNTY OF C O O K )

On. this i;lf%_day of December, 1974, before me personally ap-

peared T.T. MEKRAN , to me personally known, who being by me

duly sworn, says that he is the vick IPresident of Chicago, Rock

Island and Pacific Railroad Company, and EN L W p ,
to me personally known to be the R Ss7‘.Sécretary of said corpora-
tion, that the seal affixed to the foregoing instrument is the cor-

porate seal of said corporation, that said instrument was signed and
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IN WITNESS WHEREOF, Precision and Rock Island have caused this

Agreement to be executed as of the day and year first above written.

PRECISION NATiONAL,LEASING CORPORATICN

ATTEST: .

- -~ b

CHICAGO, ROCK ISLAND AND PACIFIC
RATLROAD COMPANY

vicE PAesident

ATTEST

)N
ASST. #cf{ee"»f/f@ '



15. Assignment. The Rcck Island shall not have the right to

assign its rights or undertakings hereunder without the written con-

sent of Precision.

- 16. Noﬁices. Any notice or communication required or per-
mitted hereunder shéll be given in writing, by certifiedror registered
nmail, postage prépaid, deposited in the U.S. Mail and addressed as
foilows:

_If to Precision:

Precision National Leasing Corporation
908 Shawnee

Mt. Vernon, Illinois 62864

Attn: Raymond E. Jenkins

with a copy to:

Devoe, Shadur & Krupp
208 South LaSalle Street
Chicago, Illinois 60604
If to Rock Islaﬁé;
Chicago, Rock Island and
Pacific Railroad Company
139 West Van Buren Street
Chicago, Illinois 60605
Attn: O. L. Houts

and such notice shall be deemed servéd on the date of its postmark.

17. Benefit. This Agreement shall inure to the benefit and be

binding upon the parties hereto and their respective successors and

permitted assigns.



12. Taxes. Ail payments .to be made by Precision hereunder will
be free'ofiexpense to Precision with respect to tho amount of any
locél, state, federal or.foreign taxes (other than its own.federal
and state.income taxes), license fees, assessments, charges, fines
or penalties hereafter levied or imposed upon or in connection with
or measured by this Sale Agreement( or any sale, rental, use, pay-
ment, shipment, delivery or transfer of title under the termo hereof
(all such expenses, taxes, license fees, aésessments, charges, fines
and penalties being heréinafter called collectively "Impositions"),
-all of which Impositions Rock Island assumes and agrees to pay on
demand. If any Imoosition shall have been chargéd or levied agairnst
Precision directly and paid by Precioion, the Rock Island shall

reimburse Precision upon presentation of an invoice therefor. .

13. . Entire Agreement. This Sale Agreement (including Exhibits

and Appendixes)‘completely states the rights and obligations of
the parties with respect to the sale; lease and repurchase of the
Locomotives and supersedes all negotiations, writings or other
adgreements, whether wriften or oral;.and this Sale Aoreement may

not be changed or terminated except by an agreement in writing.'

14. Governing Law. All rights and obligations of the parties

under this'Agreement shall be governed by the laws of the State of
Illinois, provided, however, that the parties shall be entitled to

all rights conferred by Section 20c of the Interstate Commerce Act.
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9. . Survival of Covenants, Representations, Warranties and

Agreements. All representations, warranties, covenants and agree-~

ments made in or pursuant to this Sale Agreement shall survive the

Closing.

10. Lease. Contemporaneously with the purchase of the Locomo-
tives, Precision agrees to lease such Locomotives to Rock Island
apon such rental, terms and conditions as specified in the Lease.

The Lease shall be in the form annexéd*heretOKas Exhibit C.

11. Repurchase Agreement. At the time reconstruction work is

ﬁo be performed on a Locomotive pursuan£ to the terms.of the Lease,
Precision shall determine in its sole'discretionbwhether or not.the
Locqmotive is in a condition for reéénstruction at least equivalent
'téiébe condition specified in Paragraph 2 hereof. If Precision
détermines that a Locomotive is not in such condition for reconstruc-
tion, Rock Island agrees to either correct the defects or deliver to
Precision a substitute Locomotive (of the same type being rejected)
satisfactory to Precision. At the time of delivery of a substitute
Locomotive) Rock Island agrees to deliver to Precision all of the
documents and items set forth in Paragraphs 6 and 7 as well as an
amendment to the Lease in form satisfactory to Precisionvor its coun--
sel, which amendment shall include éaid substituted Locomotive among
those covered by the Lease and deleﬁe therefrom the Locomotive for
-which it is substituted. Precision shall thereupon reconvey to Rock
Island title to the Locomotive which Precision has elected not to

accept for reconstruction.



motive to be changed except in écéordance with a statement of
new number or numbers to be substituted therefor, which statement
previously shall have been filed with Precision and filed, re-

corded, registered and dépbsited by Rock Island in_all public

offices where the Lease shall have been filed, recorded, regis-

tered and deposited.

Except as provided in the imﬁediately praceding paragraph,
the Rock Island will not allow the name of any person, associa-
tion or corﬁoration to.be-placed_on any of the'Locomoﬁives as
a designation that might bé interpreted as a claim of ownership;

provided. however, that the Locomotives may be lettéred with the

names or initials or other insignia customarily used by Rock

Island.

(g) Rock Island agrees to deliver to Precision such cer-

tificates and other items as Precision may reasonably request.
L& '

8. Termination of Sale Agreement. If any condition spécified

in Paragraph 6 or Paragraph 7 is not satisfied and such condition is

not waived by Precision at or prior to the Closing, Precision may:

(a) terminate this. Sale Agreement on the day of Closing

by notice to Rock Island; or
(b) cause the Rock Island to specifically perform.

Precision shall also retain all other remedies provided by law, such

as the right to pursue thé_Rock Island for damages.



EXHIBIT A

40 GP-7 diesel electric locomotives ("Lo.-romotives")

bearing the following numbers and markings:

See Appendix 1.

T
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EXHIBIT B

BILL OF SALT

| KNOW ALL MEN BY THESE PRESENTS THAT CHICAGO, ROCK ISLAND AND
PACIFIC RAILROAchdMPANY ("Rock Isiand”), a Delaware corporation,
in oohsideration.of.the sum of $1.00 and other good and valuable
consideration, receipt of which is hereby acknowledgéd, does hereby
bargain, sell, convey, transfer and set over unto PRECISION NATIONAL
LEASING CORPORATION ("Precision"), its successors and assigns, all
of those certain diesel}electric locomotives which bear Rock Island

numbers set forth in the attached Exhibit A.

Rock Island, for itéelf, its successors and assigns, does hereby
covenant that it is the lawful owner of the loComotiveé covered by
this Bill of Sale and that it has good, right and lawful authority
to sell same, and warrants that the locomotives sold and transferred
to Precision by this instrument are free and clear of all liens, claims,
debts, encumbronces, title defects; ieases, andAsecurity interests of
any kind whatsoeVei (except that certain lease datéd as of December 19,
1974,covering.said looomotives by and between Precision as lessor and
ﬁock Island as lessee) and Rock Island will deﬁend.Précision against
the claims and demands of all persons and will indemnify, protect and
save harmless Precision, from all claims, demands, damages (including
royalﬁies), expenses and judgments (iﬁcluding couft costs, attorneys'

fees and expenses) in any way arising out of or on account of the
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ownership of the locomotives or the breach of any of its warranties
or representations hereunder as well as the use of any or all paténted
inventions employed in and about the locomotives or any part thereof

as of the date hereof.

IN WITNESS WHEREOF, Rock Island has caused this instrument to

~be duly executed as of the 19th deay of December, 1974.

CHICAGO, ROCK ISLAND AND PACIFIC
RAILROAD COMPANY

: : By
ATTEST: - o .
STATE OF ILLINOIS )
: : ) ss.
COUNTY OF C O O K )
] 1 ]

- On this day of January, 1975, before me personally ap-
peared ‘ , to me personally known, who being by me duly
sworn, says that he is the President of Chicago, Rock Island
and Pacific Railroad Company, and ' , to me personally
known to be the ' Secretary of said corporation, that the seal

affixed to the foregoing instrument‘is the corporate seal of said
~corporation, that said instrument was signed and seaied on behalf of
said corporation by authority of i?s Board of'Directors, and they
acknowledged that the‘execqtion of the foregoing instrument was £he

free act and deed of said corporation.

Notary Public



,  EXHIBIT "C" ’

LEJASE

This Lease made and>entered into as of thiSEIch day of December,
1974, _ between PRECISION NATIONAL LEASING CORPORATION, a Delawvare
corporation, (hereinafter called ffrecision"); and CHICAGO, ROCK
ISLANﬁ AND PACIFiC.RAILROAD COMPANY, aADelaware corporation; (here-

inafter called "Leséee”).

WITNESSET H:

[N

, WHEREAS,.LesSee desires to lease from Precision as Lessor cer-
tain railroad locomotives, hereinafter specifically designated, all

upon -the rentals and terms and conditions set forth in this Lease;

NOW, THEREFORE, Precision and Lessee mutually agree as follows:
[

1. Lease of Locomotives. Precision agrees to lease to Lessee,

énd Lessee agrees to and does hereby lease from Precision, the : L\(
railroad locomotives of the type, construction and-suCh other. des—
cription set forth in Exhibit A,Aanoexed hereto (fLocomotives“).

Lessee écknowledges that it has possession of_all Locomotives and has
-accepted them'for all purpoées of fﬁis.Leésé.

2. Reconstruction of Locomotives -~ Condition of Locomotives -

Acceptance - Delivery,
1

(a) . Precision and Lessee agree that all Locomotives sub-

ject to this Lease are to be reconstructed at Precision's cost

12/20/74



and expenéé in accordance with the specifications ("Specifica-
tions") annexed hereto as Exhibit B. The reconstruction work
~will be performed by Lessee in accordance with an agreement

entitled "Reconstruction Agreement," bearing an even date herewith.

(b) Lessee will not have more than three (3) Locomotives
in reconstrqction at any time. (One additional Locomotive may be
in the final phase of feconstfuctioﬁ, the painting process;
Lessee represeﬁts that such final.phaSe will reguire no loﬁger

than three to four days.)

(c)A'Lo¢omotivesAshall be moved at Lessee's cost to
ieséee‘s yards at Silvis, Illinois, - for reconstruction.
Precision shallﬁinspect all Loéomotives delivered for recon-
istruction at Silvis, Illinois, and Precision may in its sole
discretion ;eject Locomotives which at the time of delivery for
reconstruction do not meet the condition set forth in paragraph -
2 of the Sale Agreement, dated December 19, 1974, between

Precision and Lessee ("Sale Agreement"), pursuant to which

Precisibn‘purchased the Locomotives. Precision shalllad§ise Lessee
'of'the number and defective‘condition of aﬂy Locomotive not accept-
able for reconstruction, and Lessee shall at its expense correct

or cause'to be corrected.ény defects in such Locomotive, or alterna-
‘tively Lessee shall substitute another Locomotive in_accordance'
with the provisions of fhe Sale Aqreemént. Precision shali issue

a "Certificate of Inspection andvAcceptance" in the form attached
hereto as Exhibit C with respect to all Locométives in.condition

satisfactory for reconstruction.



(d)' Lessee shall ﬁotify Precision when reconstruction of a
ﬁqcomotive has been completed. Precision Qill send an iﬁspecfor
to the place of reconstruction within two working days after
recei&ihg the aforesaid notice. Such inspecto; shall complete
inspection within two working days after his arrival. If the
inspector is Setisfied with the recoestruction work, he will
execute and deliver a Certificate of Inspection and Acceptance
in the form annexed hereto as Exhibit D. If Precision's inspector
does not accept the reconstructed Locomoti%e, he shall within the
two working-day inspection period state to Lessee in writing
his reasons for rejection. Lessez shall forthwith cure such
defect or defects, at which £ime Pfecieion will again comply

‘with the inspection'provision'of this Subparagraph 2(d).

(e) . Precision shall have the right to have one or more repre-

sentatives present from time to time during reconstruction work.

(£)  Rental payments on any Locomotive in reconstruction
shall abate from the date the Locomotive is inspected and accepted
by Precision for reconstruction until eompletion of‘the reconstructed
| Locemotive and aceeptance thereof by Precision. There shall be
no other period of, or reasons for, abatement at any time during

the:term of this Lease.

3. Use and Possession. Throughout the‘continuance of this

Lease, so long as Lessee 1s not in default hereunder, Lessee shall be
entitled to possession of each Locomotive from the date' the Lease be-

comes effective as to each Locomotive and may use such Locomotive,



(a) on its own property lines; and

(b) dpon the lines of any railroad or other person, firm
or corporation in the usual interchange of tratfic for such

compensation as Lessee may determine.

4. Term. This Lease shall be for a term (hereinafter re-
ferred to as tHé_"Qriginal Term") which shall commence on the date
hereof and shall terminate as tc each Locomotive 15 years from ﬁhe
date of completion of the reconstructed Loeomotive and acceptance
thereof by Precision unless sooner terminated in accordance with the

provisions of this Lease.

5. Option to Extend. 'Unlees'Leeeee_is in default undef the pro-
visions of this Lease, Lessee shall have an option to extend the term
of this Lease upon the same terms and conditions as to all or any por-
tion!of the'Looomotives then‘subject to this Lease by notifying
- Precision in writingnot less than ninety (90) days andnot more than
six (6) months prior to the end of the original term. An extension
pursuant to this optioniwith respect to any Locomotive shall be for
a period (hereinafter referred to as.the "extended term")vof one (1)
year from the end of the original term and shell automatically'con—
tinue from-yeaf to year thereafter without fufther act by either party

until termination of this Lease with respect to such Locomotive:

(a) by written notice from Lessee to Precision 30 days
prior to the last day of any year of such extended term stat—-'
ing that the Lease is cancelled as to such Locomotive_as of the

last day of,such-year; or
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-(b) by Precision on account of any default by the

Lessee; or

(c) Dby Lessee.as provided in Paragraph 6 hereof.

6. Rental. Lessee shall pay to Precision as'rental for each

Locomotive:

~(a) From and including the Closing (as defined in the Sale
Agreement) until the date a Locomotive is inspected and aécepted
for reconstruction work, the sum of $75.00 per locomotive per

day; and -

(b) From and including the date of completion of a reconstruéted
Locomotive and acceptance thereof by Precision, the sum of $110.00 per

locomotive per day until the end of the Original Term.

(c) During the extended term, from and including the first
day following the end of the Original Term, an amount equal to

the "fair rental value" (as defined).

The "fair rental value" shall be an amount mutually agreed
up@n'by Pfecision and Lessee;vpfovided that if Precision and
Lessee are unable'to agree upon the fair rental value of the
'Equipmehf within 30 days after receipt by Precision of the notice
of Lessee‘s election to exercise the extension option, the fair
rental value shall be determined by‘an appraiser éelected by
mutual agreement of Precision and Lessee. _if Precision and
Lessee are not able to agreé upon an appraiser, or if the fair

rental value is not so determined within 90 days after receipt
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by Precision of Lessee's election_to extend, the same shall be
determined by American Appraisal Company. Upon the determina-
tion of the fair rental value as aforesaid, Lessee may at its

option withdraw and rescind the election to extend the term.

Lessee shall make payment of all sums due hereunder to Precision at

the address provided in Paragraph 23 hereof, or such other place as
Precision may direct. Rental payments'shall be made monthly.in arrears
on or before the last day of each month for which such rental is due.

If the commencement date of the Lease is other than the first day of.

~a month, the rental for the remaining days of the fifst month shall be
paid on the last day of such month (pfoyided, hdwever, if the rémain—
ing days of the fifét month are ten-klo) or less. the rental for such
days'méy be paid at the end of the first complete month), and if the
tefmination date éf the Lease is not the last day of a month, the.
rental for the aays from the first of such month to the termination

date of the Lease shall be péid at the end of such month. Anything to
the contrary herein contained notwithstanding, any nonpayment of rentals
or other sum due.hereunder, whether during the ten (10) day period with-
in which a default may be cured or for a longer period, and whethef or
not deeﬁed a default or violation of this Lease, shall result in the ob-
ligation on the part of the Lessee to pay also an amount equal to 1%
vper annum over the prime rate in effect at éhe First National Bank of
Chicago at the time'of such non—payment_(or if such rate may not law-
fully be charged, then the highest rate which may.lawfully be charged)
on the overdue rentals for the period of time dﬁring which they are

overdue.
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}7. ‘Net Lease. This Lease is a net lease and the Lessee shall.
~ not be entitled to any abatement of rent (except as specifically
herein provided), reduction thereof or set-off against rent, including,
but not limited to, abatementé, reductions or set-offs due or alleged
to be .due by reason ¢of any past, present or future claiﬁsibf the
Lessee against Precision under this Lease; nor, except as otherwise
expressly provided herein, shall this Lease terminate; or the respec-
tive obligations'of Precision or the Lessee be otherwise affected,

by reason of any defect in or damage‘tb or ‘loss of possession or |
loss of use or destruction of all or any of the Locomotives from what-
soever cause, any liens, encumbrances or rights or ofhers with re-
spect to any of the Locémotiveé, the prohibition of or other restric-
tion against the Lessee's use of all'of.any of the Locomotives, the
interference with such ﬁse by any person or entity, the invalidity

or unenforceability or lack of due authorization of this Leaée, any
insolvency of or the bankruptcy, reorganizatioh or similar proceeding
against the Lessee, or for any other cause whether similar or dissim-
ilar to the foregoing, any present or future law to the contrary
notwithstanding, it being the intention of the parties hereto that

the rent and other amounts payable by the Léssee heréunder shall con-
tinue to be payable in all events in the manner and at the timés herein
provided unless the obligation to pay thelsame shall be terminated
Eursuanf'to the express provisions of this Lease. To the extent per-
mitted by applicable law, the Lessée hereby waives'any and all rights
which it may now have or which at any ﬁime hereafter may be conferred
upbn it, by statute or otherwise, to terminate, cancel, quit or sur-

render the lease of any of the Locomotives except in accordance with



the express terms hereof. Fach rental or other payment made by the
Lessee hereunder shall be final, and the Lessee shall not seek to
recover all or any part of such payment from Precision for any reason

whatsoever.

8. Title - Liens. Lessee shall not by reason of this Lease or any

action taken hereunder acquire or have any right or title in the Loco-

motives except the -rights herein expressly granted to it as Lessee.

Thé Lessee, at its own expense, will promptly pay or discharég'
any‘and all sums claimed by any person which, if unpaid; might be-
come a lien, charge, security interest or other encumbrance (other
than an encumbrance creéted by Precision or resulting from claims
against Precision not related to £he‘ow5ership of the Locomotives but
which are not Impositioﬁs as defined in Paragraph 11 hereof) on or
with respect to any Locomotive; including any accession theréto, or
the intefest of Precision therein, and will promptly discharge any
such lien, charge, security interest or_bther éncumbrance which
arises; provided, however, that the Lessee shall not be required to
pay or discharge any such claim so long as the validity thereof shall
be contested in good faith ahd by appropriaﬁe legal proceedings in.
any feasonable manner and the non-payment thereof does not, in.the
opinion of Precision, adVeréely affect the title of Precision in or to
Phe LocomotiVes or otherwise adversely affect ité rights under this.
Léase; and provided further, that ﬁhis covenant will not be breached
by reason of the existence of liens for.taxes, assessments or govern-
mental charges or leviés, in each case>so long as not due and delin-

quent, or undetermined or inchoate materialmen's, mechanics', workmen's,
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repairmen's or other like liens arising in the ordinary course of bus-
iness ‘and, in each case, not delinquent. Except as provided in Sub-
paragraph 3(b), the Lessee shall not, without prior written consent of

Precision, part with the possession or control of,.or suffer or allow

to pass out of their possession or control, any of the Locomotives.

9. Maintenance. Prior to reconstruction Lessee shall at its own .

cost and expense4sée that the Locomotives are and remain complete in all
pafts and in operating condition under Interstate Commerce Commiséion
rulés and regulations for movement under their own power in interchange
traffic. Lessee shall, after reconstruction and during the continuance
of this Lease, promptly‘aﬁd with due #iligence, keep and maintain the
Loconmotives in normal working ordér:ana repair, and shgll»comply in

all respects with all 1éws'(including, without limitation, laws with
respect to‘the use, maintenance and operation of the Locomotives) of

the juriédictions in which operations involving the Locomotives may
extend, with the interchange rules of thé Assoéiation of American_
Railroads and with all lawful rules of the United States Department

of Transportation, the Interstate Commerce Commission and any other
legislative, executive, administratiyerr judicial body exercising’

any power or jurisdiction over the Locomotives, to the extent that such
laws and rules affect the titie, operation or use of the Loceomotives
(and such Locomotives will be ih the aforedescribed condition at the
time of delivery of the Locomotives to Precision upon the termination
of the Lease); and in the event that such iaws or rules reguire any
altefation, replaceﬁent or addition of orx to any part of any Locomotive,

the Lessee will conform therewith at its own expense; provided, however,



that the Lessee may, in good faith, contest the Validity‘or.applica—
tion of any such law or rule in any reasonable manner which does not,
in the opinion of Precision, adversely affect the property or rights’

of Precision.

Any and ali additions to any Locomotive, and any and all parts
installed on and additions and replacements made to any Locomotive,
shall constitute acoessions to such Locomotive and ownership thereof,
rree from any liénf charge, seourity interest or encumbrance. (ex-
ceot for those created by this Lease), shall immediately be vested

in Precision.

The Lessee agrees to prepare, deliver to Precision for execu-
tion within a reaoonable time prior to the required date of filing
énd file (or, to the‘extént permissible, to prepere for and file on
behalf of Precision directly) any and all reporté (other than income
tax return) to be filed by Precision withvany federal, state or
other regulatory authority by reason of the ownership by Precision

of the Locomotives or the leasing thereof to the Lessee.

10. Indemnification. The Lessee agrees to indemnify, protect

and hold harmless Precision from and.againét all losses, damages,
injuries, liabilities, claims and demands whatsoever, regardleés of
the ‘cause thereof, and exbenses in connection therewith, including
oounéel fees and expenses, patent liabilities, penalties and interest,
arising out of or as the result of.the entering into or the perfor—
mance of this Lease, the‘ownership of aﬁy Locomotive, the ordering,
acquisition, use, operation, condition, purchase, delivery, rejec-
tion, storage or return of any Locomotive or any aocident:in cohnec-

tion with the operation, wse. condition; possession, storage, sale

IS ST S e ’
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or return of ény_Locomotive resulting in damage to property or injury
or death to any person. ‘The indemnities érising under this pafagraph
shall continue in full force and effect notwithstanding the full pay-
ment- of all obligations under this Lease or the tefminatioﬁ of this |

Lease.

11. TaXes. All payments to be made by the Leésee hereunder
will be free of expénse to Precision for collection or othef charges
eand will be free of expense to Precision with respect to the, amount
ofbany local, state, federal of foreign taxes, license fées, assess-
menfs, charges, fines and penalties (all such expenses, taxes, licénse
fees; assessments, charges, fines and'penalties‘being~hereinafter
" called colléctively "Impositions") her2after levied or imposed upon
or in connection with or measured.by«this Léase or any sale, rental,
use,_payment, shipment, delivery of transfer of title to the Laco-
motives or othefwise under the terms hereof, all of which Impositions
the Lessee assumes and agrees to pay on demand in addition to the
othér.payments to be made by it provided for herein; provided, that
tﬁe foregoing agreement to pay Impositibns shall not apply to the

following, which shall not be deemed Impositions:

(a) federal income (including the minimum tax for tax
préferences or any withholding tax) or 6ther taxes, fees or
charges imposed by the United States of America on, or based on

- or measured directly by,vthe ﬁet income of Precision, and, to
the extent that Precision is entitled to or.receives a credit
or a deduction with respect to any such tax} fee or charge,

any foreign income tax, fee or charge;

-11 -
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(b) federal income or other taxeé, fees or charges on, or
Based on or measured diréctly by, the net income of Precision
imposed by the United States of America (i) in addition to,
or (ii) in whole or{in part in lieu of, or as a sﬁbstitute or
alternate for, any tax, fee or charge described in clause (a)

above, but not to exceed any tax on net income that would other-

wise be imposed pursuant to clause (a) above;

{c) state and local taxés imposed on Precision which are
(1) taxes on engaging in business aCtivities) employing caéital:
‘or doing business or the privilege of doing business (whether |
or not imposed on, or bésed on or measured direc£ly by, net
income) or (ii) imposed in whole or in part in lieu of, or as
a sﬁbstitute or alternate for,ié tax describhed 1in subclause .
"(c) (1), but as to both subclauses (c) (i) and (c) (1i) not to

exceed such state and local taxes as are either (a') imposed by
the jurisdiction in' which the principal office of Precision

is located and any other jurisdiction in which Precision is
subject to taxation as the result of business, transactions or
facts unrelated to this Lease or (b') if imposed by jurisdictions

other than those described in~subclause,jaﬂ), result in a reduc-

tion of Precision’s liability for such ta%es in any of the:

jurisdictions described in subclause (a');

(d) any taxes, fees or other charges incurred by reason
of any transfer by Precision of any interest in the Locomotives

or any of them other than pursuant to this Lease; or

- 12 -



(e) any capital levy or estate, succession or inheritance

taxes.

" The Lessee will also pay promptly all Impositions which may
be imposed upon any Locomotive or for the use or operation thereof
or upon the eargings arising therefrom (except as provided above)
or upon Précision solely by reason of its ownership thereo# and will
keep at all times éll and every paft of each Locomotive free and
clear of all Imposifions which might iﬁ any way affect the titlé of
Precision or result in é lien upon any such Locomotive; provided,
however, that the Lessee shall bé under no obligatioﬁ'to pay any
imposition so long as they are contesting in good faith and by éppro—
priaﬁe legal proceedings such Imposition and the non-payment théreof
does - not, in the opinion of Preéision, adversely affect the title,
property or fights of, in or to the Locomotives or hereunder. If
any Imposition shall have been charged or levied against Precision
'directly and paid by Precision, the Lessee shall reimburse Precision

upon presentation of an invoice therefor.

In the event any reports with respect to Impositions are required
to be made, the Lessee will either méke such reborts in such manner
as to show the interests of Precision and the Locomotives or notify
Precision of éuch requirement and make such reports in such manner as

shall be satisfactory to Precision.

In the event that during the continuance of this Lease the
Lessee becomes liable for the payment or reimbursement of any imposi—

tion pursuant to this Paragraph, such liability shall continue,
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notwithstanﬁing the expiration of this Lease, until all such Imposi-

tions are paid or reimbursed by the Lessee.

12A Identification Markg. The Lessee will cause each Locomotive

to be kept numbered with.an identifying number as éet forth in Exhi-

bit A'hefeto, or in thé case of any Loéomotive not there listed

such identifying number'as shall be set forth in any amendment ox
suéplement hereto extending this Lease to cover such Locomotive, and
will keep and maintain, plainly, distinctly,;bermanently and conspic-
uously marked on each side of each Locomotive, in letters not less

than one inch in height, the words "Property of Precision National

_ LeasingACorpofation" or - other appropriate wofds designated by Precision,
with appropriate éhanges thereof and_édditions thereto as from time tc
_time may be requiréd by law in order to protect ¥recision's title to

and

-

property rights in the Locomotives and the rights of Precision under

this Lease. The Lessee will not place any Locomotive in operation

or exercise anyicontrol or dominion over the same until such markings
shall have been méde thereon and will replace promptly any such mark-
ings which may be removed,idefaded or destroyed. The Lessee will

not change the identifying number of any Locomotive unless and until
(i) a statement of new number or numbers to be substituted therefor
shall have beenAfiléd with PreCision and filed, recorded,.registered
and depbsited'by the Lessee i6”a11 pubiic_ofiices whefe this Lease
shall have been filéd, recorded, registered and depésited and (ii)

the Lessee shall have furnished Precision an opinion of counsel for

the Lessee with respect thereto satisfactory to Precision.
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Except as provided in the immediately preceding paragraph; the
Lessee wili not allow the name of any person, association or corpor-
ation to be placed Oﬁ any Locomotive as a designation'that.might be
interpreted as a claim or ownership; provided, however, that the
Locomotives may be lettered with the names or initials or other

insignia customarily used by the Lessee.

13. Recording. The Lessee, at its own expense, will cause
this Lease and the Sale Agreement, any amendments or supplements |
hereto or thereto and any assignments hereof.or thereof to be filed.
and recorded in accordance with Section 20c of the Interstate Com- .
merce Act, and the Leesee will from time to timevdo and perform any
other act and will execute, acknoWledge, deliver, file, register,
deposit and record'(and'will refile, re-register, re-deposit or re-
record whenever required) any and all further instruments required
by law or reasonably requested by Precision for the purpose of

proper protection, to its satisfaction,'of Precision's interest in
tﬁe Locomotives, or for the purpose oficarrying out the intention of
and its rights under this Lease; and the Lessee will promptly furnish
to Precieioo eyidences of all such filing, registering, depositing:
and recording, and an opinion of couosel for the Lessee with respect
thereto satisfactory_to Precision. This Lease shall be filed and
recorded with the Interstate Commerce Commission prior to the deli-

-

very and acceptance hereunder of any Locomotive.

14. Payment for Casualty Occurrence. Prior to reconstruction,

in the event any Locomotive suffers a Casualty Occurrence, Lessee



shall promptly inform Precision of such occurrence and may elect to
either pay Precision $75,000 for such Locomotive or treat such Loco-
motive as though Precision deemed the Locomotive not in proper condi-

tion for reconstruction and substitute another Locomotive therefor,

all as provided in Subparagraph 2 (c) hereof.

Subsequent to reconstruction, in the event that any Locomotive
shall become worn out, lost, étolen, destroyed, irreparably damaged
from any cause whatsoever or'taken.or fequisitioned {(such ocburrences
being hereinafter célled "Casualty Occﬁrrences") during the terﬁ of
this Lease, the Lessee shall promptly and fully notify Precision with
respect thereto. When any Locomotive shall have suffered a Casualty
Occurrence, on the rental payment date.next succeeding, the Leséee
shall pay to Precision an amount eqﬁai to the rental payment or pay-
ments in respect to such Locomotive due and payable on such date,
plus a sum equal fo the Casualty Value of such Locomotive as of the
.date of such payment in accordance with the schedule set out in
Exhibit E. , Upon (but not prior to) the making of such payment
by the Lessee in respect to any Locomotive, the rental for such Loco-
motive shall thereafter cease to accrue, the term of this Lease as
to such Locomotive shall terminate and (except in the case of the
loss, theft or complete destfuction of such Locomotive) Precision
shall be entitied to recover posseséion of such Locomotive.. Precision
hereby appoints the Lessee as its égent té dispose of any Locomotive
suffering a Casualty Occurrence or any component tﬁereof ét the best
price obtainable on an "as is, where is" basis. 'if the Lessee shall
haﬁe previously paid thé Casualty Value to Precision, thevLessée |

shall be entitled to. the proceeds of such sale to the extent that

- 16 -



such proceeds do not exceed the Casualty Value of such Liocomotive, and

shall pay any excess to Precisgion.

£

Except as hereinabove in this Paragraph provided, the Lessee
shall not be released from its obligatibns hereunder in the event
of; and shall bear the risk of, any Casualty Occurrence to any Loco-

motive from and after delivery and acceptance thereof by the Lessee.

15. Repbrts.' On or before June 30 in each year, commencing
with the year 1976 the Lessee will furnisb fo Precision an accuraté
statement (a) setting forth as at the preceding Decembexr 31 the ahount
descfiptioﬁ and numbers of all Locomotives then leased hereunder,

- the amoﬁnt, déscription'and numbers of all Locomotives that have
suffered a Casualty Occurrence or are then uhdergoing repairs (other
thah running.repairs) or have been-withdrawn from use pending repairs
(othér than running repairs) during thé preceding calendar year and
éuch other information regardiﬁg the condition and state of re@air

of the Locomotives as Precision may reasonably request and (b) stat-
iﬁg that, in the case of all Loéomotiveé repaired or repainted during
the period covered by such statément, the numbers and markings required
by Paragraph 12 have been preserved or replaced. Precision shall.
have thé right, by its agents, to inépect the Lécomotives and the

Lessee's records with respect thereto at such reasonable times as

Precision may request during the term of this Lease.

-

Within 120 days after the close of each of its fiscal years,
the Lessee will promptly furnish to Precision its Form 10-K Annual

Report to the Securities and Exchange Commission for such fiscal year
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(or any other comparable report Substituted therefor which inciudes
certified financial information). The Lessee shall also furnish to
Precision (i) as soon as available, and in~any/event withiﬂ 45 days
after the end of each of the first three quarterly periods of each
tiscal year of such Lessee, copies of the income statements for the
portion of Lessee's. fiscal year ended with such period and the bal-
ance sheet of Lessee as of the end of such guarterly period, all of
which financial statements may be unaudited, and (ii) such other finan-

cial information as Precision may reasonably request from time to time.

16. Insurance. Lessee will maintain, at its scle cost and ex-

pense, at all times during the lease term of any Locomotive, and until

all Locomotives have been returned to Precision in accordance with the

provisions of this Lease, with reputable insurers acceptable to Pre-
cision (Precisidn may not reasonably withhold its acceptance) (a) in-
surance (with customary exceptions and deductions [or retentions], but
such deductibles [or retentions] shall not exceed $2,000,000) in an

amount not less than the full Casualty Value (as hereinafter defined)

of‘each”LotAﬁotive leased hereunder, insuring against loss and/cr damage
to each Locomotive arising out of all risks of physical loss or dam-

ége fromAany external.cause, and against such othér risks as aré
customarily insﬁred against by companies owning property of a similar
character and engaged in a business similar to that engaged in by
Lessee, and (b) comprehensive public liability and property damage
inéurance (with customary exceptions and deductiblés [or retentions],
but such deductibles [or'retentions] shall not exceed $2,000,000); in

such amounts as may be satisfactory to Precision, insuring against
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- liability for death, bodily injury and property damage rééulting-from
. ownership, maintenance, use or éperation’of the Locgmotives. All‘in—
surance poiicies shaii (i) name Precision as an.additioﬁal insured,
with losses under the physical loss and/or damage policies to be pay-
able to Precision and Lessee (and also to any assignge of Precision,
if requested by suchAassignee) as their respective interests may
appear, (ii) provide that the policies will not be invalidated as
against PrecisionA(o£ as against éﬁy assignee of Precision) because
of any violation of a condition or_warranty.of the policy or applica-
tion therefér.by Lessee, and (iii) provide that the policies may oniy.
be materially altered or cancelled by‘the insurer aftér thirty (30)
Adays_prior written-notiéé to Precision and to any assignee of Precision.
Lessee shall deliver to Precision ét the Closing provided in the Sale
Agreement (or at such other time or‘times as Precision may reguest)

a certificate or other evidence of the maintenance of all such insur-
ance; pro?ided, however, that Precision shall be under no duty to
examine such certificate or other evidence of insurance, or to advise
Lessee in the event that its insurance is not in compliance with this

Lease. In the event of failure on the part of Lessee to provide and

furnish}any of the aforesaid'insurance, Precision may procure such .
insurance (after written notice to Lessee provided there is a graée
period), and Lessee shall, upon demand, reimburse Precision for all
qxpendituresvmade by Precision.for such insuraﬁce, together with
interest thereon computed at the rate of 1% per annum over the prime
rafe.charged from timelto time by the First National Bank of Chicago
(or the maximum per annum rate of interest permitted by law, which-

ever is less), from the date of Precision's payment until reimbursed



by Lessee. " The comprehensive physical lqss-or damage insurance policy.
or policies ehall also provideé ﬁhat upon receipt by the insurer from
Precision of any written notice of the.occurreﬁCe of an Event of |
Defaulf hereunder, any proceeds payable by said insurer with respect
to eﬁy loss or destfuctien of, or-damege to, any Lecomotive, shall be
payabie solely to Precision (and to any assignee of Precision, if
reguested by such assignee) from the date of said insurer's receipt

»f such written notice, up te the date said insurer receives written

notice from Precision that said Zvent of Default is no longer continu-

ing hereunder.

17. Return of Locomotives upon Expiration of Térm. As soon as

‘ praeticablern or after the expiratior of the original or any ex-
tended term of this Lease, the Lessee will, at its own cost and
expense, at the request of Precisien, deliver such Locomotives to
Precision upon such stofage tracks as Precision may reasonably desig-
nate,_or; in the absence of such designation, as the Lessee may
select, and store such Locomotives on such traek.forva period not
exceeding 90 days and cause the same to be delivered, at any time
after such‘90—day period, to any reasonable place upon the line of
Lessee directed by Precision. The storage bf,euch Locomotives shall
be at the risk of Precision. During any such storage period, Pre-
cision or any person designated by it, including the authorized
representatiVe or representatives of any prospective purchaser of such
Locomotives,. may inspect the same;'provided, however, that the Lessee
shall notlﬁe liable, except iﬁ the case of negligence exclusively
attributable to the Lessee or Qf‘its employees or agents, for any in-

jury to, or the death of, any person exercising, either on behalf of
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Precision or any prospecfive purchaser, the right of inspectioh granted
under_this'sentence. The assembling, delivery, storage and transport~
ing of the Locomotives as in this Paragraph providéd are of the essence
of this Lease, and, upon application to any court of quity having jur-
»isdiction in the premises, Precision shall be entitled to a decree
against Lessee requiring specific performance of the same. If Preci-
sion shall elect to abandon any Locomotive which has suffered a Casualty
Occurrence of which after the expifation of this Lease Precision shall
deem to have sufferéd a Casualty Occurfencé, it may deliver wri£ten
notice to such effect to the Lessee and the Lessee shall thereupon
assume and hold Precision harmless from all liability.arising in re-
spect of any responsibility of ownership thereof, from and aftei
receipt of such notice. Precision éhail execute and deliver to the
Léssee a bill of salo and other necessary documents with respect to

any Locomotive so abandoned. The Lessee shall have no liability to
Precision in respect of any Locomotive abandonod by Precision after
términation of this Lease; provided, however, that this sentence shall

not in any way relieve the Lessee of its obligations pursuant to

Paragraph 14 to make payments equal to the Casualty Value of any
Locomotive experiencing a Casualty Occurrence while this Lease 1is

in effect.

'18. Default. If during the continuance of this Lease one or
more of the following events ({(each such event being hereinafter some-

times called an Event of Default) shall occur:

(a) Lessee shall fail. to make payment of any part of



the rental provided in Paragraph 6 when due, and .such fail-

ure shall continue for ten (10) days:;

(b) the Lessee shall make or permit any unauthorized
assignment or transfer of this Lease or of possession of the

Locomotives, or any thereof;

(c) the Lessee shall fail to maintain insurance in -ac-

cordance with Paragraph 16;

(d) default shall be made in the observance or perfor-.
ménce of any othef of the covenants, conditions and agreements
on the part of the Lessee contained herein or in the Sale
Agreement, and sucﬁ default shall continue for 30 days after
written notice from Precision ﬁo the Lessee specifying such

default and demanding that the same bé remedied; or

(e) any proceedings shall be commenced by or against the
Lessee for any relief under any bankruptcy or insolvency law,
or any law relatiﬁg to the relief of debtors,vreadjustment of
indebtedness, reorganizatidn, arrangement, composition or
extension, and,wif such proceedings have been commenced against

the Lessee, such proceeaings shall not have been dismissed,

nullified, stayed'or otherwise rendered ineffective (but then
only so 1ong as such stay shall continue in force or such
ineffectiveness shall continue) within 30 days after such pro-
ceedingé shall have been commenced, or the Lessee shall.make a
general assignment for the benefit of crediforsAor shall admit -
ih writing its inability tO.pay its debts generally as they

become due;
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then, in any such case, Precision, at its option, may:

(1) proceed by appropriate court actibn'or actions,
either ét law or in equity, to enforce performance by the
Lessee of the applicable covenants of this Lease of to re-
cover damages for the breach thereof, including net after-tax
losses of federal and state incoﬁe tax henefits to which

Precision would otherwise be entitled under this Lease;-or

(2) Dby notice in writing. to the‘Lessee terminate this
Lease, whereupon all rights of the Lessee to the~possession
and use of the Locomotives shall absolutely cease.and termin—
ate as thougﬁ this Lease had ngvei.been madé, but the Lessee
shall remain iiéble as hereinafter provided, and thereupon
Precision may, by its agents, eﬁter*upop the premises of thé
Lessee or any other premises where any of the Locomotives may
be'located and take possession of all or any of such Locomotives
and thencefoffh ﬁold, ?ossess and enjoy the same free from any
right of the Léssee, or its successors or assigns, to use the
Locomotives for any purpose whatsoever; but Precision shall,
neVertheléss, have a right to'récover from the Lessee any and
all amounts which.under the terms of this Leése may be then dﬁe
or whichlmay have accrued to the date of such tefmination and
also to recover forthwith from the Lessee (a) as damages for
loss oflthe bargain and‘not as a penalty, a sum, with respect
to each Locomotive, which represents the exéess of (i) thg pre-

sent value, at the time of such termination, of the entire
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unpaid balance of all rental for such Locomotive which would
otherwisé have accrued hereﬁnder from the date of such termina-
tion to the end of the term of thié Lease as tp such Locomotive
over (ii) the then present value of the rentals which Precision
reasohably estimateé to be obtainable for such Locomotive
during such period, such present'value to be computed in both
cases on a basis of a 6% per annum discount, compounded monthly
from the respective dates upon which rentals would have been
payable hereunder had this Lease not beeﬁ terminated, aﬁd
(b) any daméges (including damage resuiting from the impositiOnA
of tax burdens and the loss of tax benefits arising out of the
terminatibn of the Lease prior to the end'of the Original Term)
and expenses, including attorneys‘-feeé, in addition thereto
which Precisiénrshall have sustained by reason of the breéch
.of any ‘covenant, representation or warranty of this Lease bther

than for the payment of rental.

It is expressly understood and agreéd thaﬁ upon the occurrence of

any of the events or conditions described in clauses (a) through (e)
of the first paragraph of this Paragraph 18, and prior to the time
;hat such event or condition shall constitute an Event of Default
hereunder, Precision.may make such payment or perform such other

act as will corfect such event or cbndition, and the amount of all
payments by Precision on behalf of the Leésee, plus the amount of

all reasonable expenses incurred in connectlon therewith, together
w1th interest thereon at the rate of 1% per annum-over the prime rate

in effect at First National Bank'of Chicago from time to time (or the

- 24 -



maximum per annum rate of interest permitted by law, whichever is less)
from the date of expenditure.to the date of reimbursement, shall con-
stitute additional rental payable hereunder from the Lessee to Precision

on demand.

The remedies in this Lease provided in favor of Precision shall
not be deemed excluéive,_but shall be cumulafive and shall be in
addition to all other remedies in its favor existing at law or in
eqﬁity. The Lessee hereby waives any mandatory requirements of law,
now'or hereafter'in effect, which might limit or modify the remedies
herein provided, to the extent that such waiver is permitted by law.

' The.Lessee hereby-waiveé any and all ekisting or future claims to any
offset against the .rental payments due hereuhder, and agree to make
rental payments regardléss of any offset or claim which may be asserted

by the Lessee or on its behalf.

The failure of Precision to exercise any of 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 contingencies or similar con-

tingencies.

19. Return of Locomotives upon Default. If this Lease shall

terminate pursuant to Paragraph 18, the Lessee shall forthwith

deliver possession of the Locomotives to Precision and shall:

(a) forthwith place such Locomotives ﬁpon such storage

tracks as Precision reasonably may designate until such



Loccmotives have been sold, leased or otherwise disposed of

by Precision; and

(b) cause the same to be delivered to any carrier for

shipment directed by Precision.

The aSsembling, delivery, storage and transporting of the Locomotives
as in this Paragraph 19 provided shall be at the expense and risk of
Lessee and are of the essence of this Lease, and, upon application to
any court of equity having jurisdiction in the premises, Preéis}on
shall be éntitled‘to é decree against the Lessee requiring specific
performance of the same. During any storage period, the Lessee will

. permit Precisibn or any person designated by it, including the author-
ized répresentative or representatives of any prospective purchaser

of any such Locomotive, to inspect the same.

Without in any way limiting the obligations of the Lessee under
the foregbing prcvisions of this Paragraph 19, the Lessee hereby ir-
revocably appoints Preéision as the agent and attorney of the Lessee,
wi£h fullhpower and authority, at any time while the Lessee is obliga-
ted to déliver possession of any Locomotive to Precision, to demand and

take possession of such Locomotive. in the name and on behalf of the
Lessee from whomsoever shall ke in possession of such Leccomotive at

the time.

- 20. Assignment; Possession and Use. This Lease shall be assign-
able in wholé or in part by Precision without the consent of the
Lessee, but the Lessee shall be under no obligation to any éssignee_
of Precision except upon written‘notice of such assignment»from Pre-

cision. All the rights of Precision hereunder without exception shall
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inure to the benefit of Precision's assigns (including the partners
or any beneficiary of any such assignee if such assignee is a part-

nership or a trust, respectively).

So long as the ‘Lessee shall not be in aefault~under this Lease
the Lessee shall be entitled to the possession and use of the Loco-
motives in acéordance with the terms of this Lease but, without the
pricr written consent of Precision, the Lessee shall not assign or
transfer its leasehéld interest (inéluding a sublease, but Leéssee may
without Precision's éonsent sublease nd more than ten (10) Locoﬁo—_
tives at any one time for periods not greater than thirty (30) days -
provided none of such subleased Locomotives will lea&é the continen-

Atal.United States) .under this Lease in thé Locomotives or any of them;
provided, howe&er, that Lessee éhalliassign.all of its rights under
£his Lease to another railroad corporation which succeeds to all or
substantiglly all of the assets and business of the Lessee and .such
succéssor shall assume all of Lessee's obligatiéns ﬁereunder. The
making of an assignment or sublease by Lessee shall not relieve Lessee

of any liabilities or undertakings hereunder.

21. Definitions of Fair Market Value and Fair Rental Value.

Fair Market Value shall be determined on the basis of, and shall be
equal in amount to, the value which would obtain in an arm's-length
transéction between an informed and willing buyer-user (other than

a lessee currently in possession.or a used equipment dealer) and an

informed and willing seller under no compulsion to sell and, in such

determination, costs of removal from the location of current use
shall - not be a deduction from such value. Fair Market Rental shall

be détermined 6n the basis of, and shall'be equal in amount to, the
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value which would obtain in an arm's—length.transaction between an
informed and willing-leSSee (other than é lessee currently in pos-
session) and an informed and willing léssor under ﬁo com?ulsion to
lease and, in such determination, costs of removal from the location

of current use shall not be a deduction from such value.

99, Severability; Effect and Modification of Lease. Any pro-

vision of this Lease prohibited or unenforceable by any applicable

law of any jurisdiction shall as to-suéh jurisdiction be ineffec-

tive to the extent of such prohibition.or unhenforceability without
invalidating the remaining provisions hereof, and any such prohibition
or unenforceability in any jurisdiction shall not'in§élidate or

render unenforceable such provision in any other jurisdiction. Where,
however, the conflicting provisionsfdf-any such applicable law may

be waived, they are hereby waived by the Lessee to the full extent
permitted by law, to the end that this Lease shall be enforced as

written.

This Lease exclusively and completely states the rights of
Precision and the Lessee with réspect to the leasing of the Loco--
motives and éupersedes all other agreements, oral or written, with
respect thereto. No variation or modification 6f this Lease and no
waiver of any of its prbvisions or conditions shall be valid unless
in writing and signed by duly'authorized officers of frecision and of

-

the Lessee.

All Section headings are inserted for convenience only and

shall not affect any construction or interpretation of this Lease.
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23. Notices. Q\ny notice or communicatio,required or per-
mitted hereunder shall be given in writing, by certified or
registered mail, postage prepéid, deposited in the U.S. Mail and

~addressed as follows:

If to Precision:

Precision National Leasing Corporation
908 Shawnee

Mt. Vernon, Illinois 62864

Attention: Raymond E. Jenkins

with a copy to:
Devoe, Shadur & Krupp A
208 South LaSalle Street
Chicago, Illinois 60604

If to Lessee:
.Chicago, Rock Island and

Pacific Railroad Company

139 West Van Buren. Street

Chicago, Illinois 60605
Attention: O. L. Houts

and such notice shall be deemed served on the date of its postmark.

24. Law Governing. The terms of this Leése and all rights and

obligations hereunder shall be gdverned by the laws of the State of
Illinois; provided; however, that the parties-shall be entitleditof
all rights conferred by Section 20c Qf the Interstate Commerce Act -
and such additional rights arising out of the filing,'recording}
registering or depositing, if any, of this Lease.

) 25, Exécution. This Lease may be executed in any number of
~counterparts, all of which shall bé deemed to be originals. Although
Athis Lease is dated as of December 19, 1974 for convenience,

the actual date or dates of execution hereof by the parties hereto

is or are, respectively, the date or dates stated in the acknowledg- -

ments hereto annexed.
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26. Successors. The covenants, conditions and agreements

contained in this Lease shall bind and inure to the benefit of the
parties, their succéssors and assigns (to the extent permitted in
Paragraph 20 hereof) and the term "Precision" and;the terﬁ "Lessee"
shall mean, respectively, ail of the foregoing persons who are

at any time bound by the terms hereof. Without limiting the gen-
erality of the foregoing, the indemnities of the Lessee contained

in Paragraph 10 hereof shall agply to and inure to the bhenefit

of .any éssignee of Precision, and if such assignee is a trusfee
under an indenture under which notes of Precision have been issﬁed

in connection with the financing of the Locomotives, then to any

holder of such notes.

IN WITNESS WHEREOF, Precision and iessee have duly executed

this Lease as of the day'and year first above written.

PRECISION NATIONAL LEASING CORPORATION,

a corporation
By
President:
ATTEST:
Secretary
CHICAGO, ROCK ISLAND AND
PACIFIC RAILROAD COMPANY,
"a Delaware corporation
By
President
ATTEST:
- ) ‘Secretary

- 30 -



STATE OF ILLINOIS )

} SS.
COUNTY OF )
On this - day of January ' , 1975, before me personally
appeared Frank Hall ; to me personally known,
who being by me duly sworn, says that he is _____ President of the

Precision National Leasing Corporation, and Doris Baize,

to me personally known to be the : Secretary of said cor-
poration, that the seal affixed to the foregoing instrument is thé
corporate seal of said corporation, that said instrument was signed
and sealed on behalf oE'said corporation by authority of its Board
of birectors, and they acknowledgéd-thdt the execution of the fore-

going instrument was the free act and deed of said corporation.

" Notary Public

STATE OF ILLINOIS )
) SS.
COUNTY OF C O O°'K )

On:this day of December , 1974, before me personally
appeared . ' ' , to me personally known,
who being by me duly sworn, says that he is .the President of the

Chicago Rock Island and Pacific Railroad Company, and

to me personally known to be the ' ’ Secretary of said cor-

poration, that the seal affixed to the foregoing instrument is the

corporate seal of said corporation, that said instrument was signed
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and séaled,on behalf of said corporation by authority of its Board
of Directors, and they acknowledged that the execution of the fore-

going instrument was the free act and deed of said corporation.

Notéry Public



EXHIBIT "A"

TYPE OF LOCOMOTIVE: used GP-7 diesel electric
NUMBER OF LOCOMOTIVES: 40

NUMBERS AND MARKS:

OLD NUMBERS : NEW NUMBERS

See Appendix 1



1

@ CExmIBIT AN

APPENDIX 1

Cld Numbers

RI 431 . o 'i o man
Taa0s D S
1204 ‘ o I 1274
1207 - L aw
1208 o | O
1214 , S um
1216 o '_ - 1284
1222 . N P
1224 B O 1287
T | - S e
1250 I N P10
1255 T npm
N £
1260 -f< S BN : f~7-?5 ”1295'i'
1260 '1 o "‘-i' 1298
s . _;f' 1304
1268 ) B
160 T T s
1270 B S 110

_New Numbers

RI 4495 to 4534



- GENERAL SPECIFICATIONS FOR

REMANUFACTURED LCCCHOTIVI

EXHIBIT "B"

THEjFOLLOWING IS A DETAILED LIST OF WORK SPECIFLICATIOCN TO

BE PERIFORMED ON 40 CHICAGO, ROCK ISLAND ARD PACIIFIC DIESLL

ELECTRIC LOCCHOTIVES (40 GP-7s).



' 10.

11.

12.

a7,
18.
19.
20.
21.
22.

23.

GENDERAL SPECIFICATIONS JFOR
REMANUEFACTURED LOCOMOLIVE
Remove long and short hood.
Remove trucks.
Strip cab and remove.

Remove equipment rack, alr compressor, engine, main generator,
electrical cabinet, load regulator and traction motor blowers.

Clean main frame and apply primer,

Check center casting and main frame alignment 2nd cracks.

Straighten main frame if necessary.:

Inspect and repair fuel tank if needed. (On 11 units will
need new 1750 gallon tanks.) - o

Check and replace end plates as neéded.
Inspect draft gear housing. )
Apply reworked draft gear if needéd.(Refer Pagelé)

Apply new pilot, if needed and remove foot boards, apply
new FRA switching locomotive step arrangement according to
Federal Register part 231.30 for railway safety appliance
standards for locomotives used-.in switching sexvice. _
Apply handrails' and stanchions if needed, in kind.

Apply reworked traction motor blowers. (Refer Page 4)
Apply new underframe piping as needed.

Apply electric emergency fuel shut down.

Apply reworked.load regulétor (Refer Page 4)

Apply manufactured eléctrical locker (Refer Page 5)

Apply Power parts sanitary toilet.

Apply reworked cab. (Reféf Page 7)

Apply reworked trucks (Refer Page 9) °

Apply reworked D12B-D14 Main Generator (Refer Page 12)

Apply new deep base WBO Air Compressor unless delivery
prohibits. (Refer Page 13) '

N
L



33.°

34,

35.

Apply reworked 16-567-BC-C or D engine on GP-7. (Refer Page 14)

Apply reworked 16-567-C cngine on GP-9 (Refer Page 14)

" Apply reworked equipment rack. (Refer Page 21)

Apply reworkedilo K.w..Auxiliary Gengrato:. (Refexr Page 22)
Apply exhaust manifold with Farr spark arrestor kit.
Apply 2 stack exhaust manifold arraﬁvement. e
Make air equipment leakage test.

Apply reworked long hood. (Réefer Page 23)

Install new batteries - 70 percent replacement estimated.
Paint rebuilt locomotivé."(Refe:nPage ZSY

Replace where necess qu all heavy cables.

A maximumvof'seven (7) units will need new reservoirs.

Install « lectric bandlng sysLem (LOMblnatlon systcm Electric

and Pneumatic).

Safety appliances 1o be checked to com01y with current
regulations.

Final test. (Refer Page 24)

(3):



DRAYT GEAR ASSEMRLIEDS

Weld and machine as needed.

Apply new bushings and pins as required.

TRACTION MOTOR BLOWERS

Apply new bearings.
Apply new gaskets.

Assemble and electrical test.

LOAD REGULATOR

Degrease and cob blast.

‘Apply new gaskets and seals.

Apply new brushes.

‘Apply new resistors as needed.
- . ®

Rewire as needed.
Assemble and test.

Renew LRC and transition switches where necessary.

(4)



] l.‘.(’%li VOLTAGYE BLECURICAL CABLNET

1. Remanufacture electrical cabinets to Rock Island specifi-
cations (Representatives -of Morrison—-Knudsen and Precision
National will jointly inspect cabinet at Rock Island facilities).
2. Apply reclaimed buss bars if possible.
3. Apply reworked reverser. (Refer below).

4. DApply reworked power contactors. (Refer Page 6)
PP LY € &

5. Apply reclaimed field shunting resistors where necessary
on GP-9 locomotives only.

“7. Apply newv remote train lined ground reset button, to be
located in cab. '

8. Apply solid state voltage- reqgulator where necessary.
9. 'Apply new fast-on terminal boards.

——

10. Apply new relays and switches and resistors where necessary
to upgrade. Includes new remote reset ground relay. '

11. Apply new wire (Imron-Dupont).

12. Apply new E.I. backward transition where necessary and
retain on units where transition already exists.

13. Test electrically.
14. Battery charg%ng diodes where necessary.

4 Motor Reverser

1. Apply new fubé insulatién as required.
2. Apply new bearings.

3. Apply new gaskets.

4. - Apply new interlock assembly.

5. Apply néw fingericontadts.

6.  Apply new segmenté.

7. Apply new 311F Magnet Valves.

8.- Assemble and test.

(5)



Vacu Blas
Apply new contacts
Apply new interlock assemblics as reguired

MApply new 311" magnet valves

POWER COMTACTORS

L parts

Apply new gaskels

Assemble

and test

(6)
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10.
11.
12.

13.
14.

15,

16.

17.

- 18.

cap

Ssand blast cab.

Apply putty, sand and prime.

Apply new 26-L air brake equipment, including new copper
pipe. Delivery on Porta-Rac extrenely extended so
Morrison-XKnudsen are using a plate mounted air brake

installation including standdrd air filtration. -

Apply all new wiring and replace conduit where necessary.

< Apply new insulation and cab celllnqs

Apply remanufactured air brake stand and new valves.
Apply'reworked ééntrol'stand; (Refer below)

Apply reworked throttlelstand. (Refer Page 3)
Apply'new electric épeed indicator (Barco SIS—400$.

.

Apply new cab doors if neodnd and Qpply nev weatneroLer
as required.

Apply remanufactured isolation panel. (Refer Page 8)

Auply new hot water heatorg as noedad and whcre not so
equipped.

Replace all deteriorated cab siding and angle iron.
Apply Prime windows where needed.
Apply reuoholstered seats where needed in kind.

Apoly Prime absorptlon type water cooler and refrlgeratOL unit

(Dometic may be substituted where Prime is not avallable)

Install MU headllght set up to be mounted on control stand.

Install Torpedo and Tusee rack and card holdexrs for Federal
and Air cards.



1.

N

CONTROY, STAND

Roto blast frame.

Modify frame for modifications (Salem Duplex alr gauge
kit with magnified lens). :

.Apply all new partlts to make conversion.

Apply road service switching switch where necessary.

Apply new wire.

THROTTLE STAMD

Sandblast firame.
Rework throttle mechanism.

Apply new bearings.

[N

Apply new insulation for segments.

Machine all segments. e

Apply new fast-on terminal boards.

Apply new wire.

ISOLATION PANEL

Manufacture new panel.
Apply feworked battery charging meter.
Apply all new parts. l

Apply new wire.

e~
[¢+]
~

"



- 10.

"1l

12.

13.
14.
15.

16,

17,

18.

Trucks

Frames sand blasted.

rames

TRUCKS -~ 4 Wheel

stripped to bare framc.

5

Bolster and spring plank sand-blasted.

arce visual checked and trammed.

Straighten and heat treat if needed.

Weld up motor support lug and re-drill.

Weld up pedestal jaws if needed.

FPrams=

Frame
Apply

Apply

wear plates changed if needed.
bushings and pins are renewed.
reworked brake cylinder. (Refer Page 10) - -

reworked brake hangers-new bushings and pin bocss

modified if needed.

Apply

Apply

‘Apply

Apply

Apply

Apply
using

Apply

Appiy

Apply

léboratéry £éS£ed énd maééﬁedvcoilvsoringf.

new nylatron pedestal liners using Hﬁck fasteners.
bolsﬁer Qith new Qear plates. |

elliptital springs, qualified or new.

Swihg ha;gers (magnéfluked énd‘new buéhings épplied).

wheels (Refer Page 10) to traction motors (Refer Page 11)
new brass, if needed; new lubricator wicks and repaired

- gear cases.

reworked journal boxes. (Refer Page 11)
new Quick-Just slack.adjusters where necessary.

reworked straps - new bushings.

Change to 62-15 gear ratio if necessary.

Change nose  supports to rubber where necessary.

(9}



DRAKE CYLINDERS

Apply new cups.

Apply new filters.

Apply new gaskets.

“Inspect and repair piston rod and spring.

WHEELS

Magnaflux and reflectoscope axle and gear (apply new, if
necessary) . o

Mount new 40" wheels on either reusable or new axle
(it is permissable to use used mounted wheels with 2 inch
or more. tread thickness). .

Apply new races and water guards as needéd.

Gear ratio to be 62/15. ' S

(10)



TRACPION MOTORS % -~ T

1. Cob blast armature and frame.

2. High frequency test armature - if it does not pass test, it
will be replaced with a suitable armature by Rock Island.

3. Armature plaée in v&rnish.vaCuum impregnator 4 hours.
4. Armaﬁure baked 8 to 10 hours at 300° F.

5. Arhature commutator turnéd in lathe.

‘A,  Armature commutator slots are ﬁndércut.

7. Armature commutator slots are cleaned and Vée'd.

8. "Armature is dynamically bélanced. |

9. Armature is assembled using new or factory remanufactured
bearing assemblies, new gaskets and new inserts.’

-10. .Frame is géged atAail critical poﬁﬁts.

_li. Frame is welded and machined at points required.
12. TFrame coils and leads are checked and replaced if needed.
13. TFrame placed in varnish vacuum impregnator 4 hours.

14. Framé is bakeq,S to 10 hours ét 300° F. |

15. Brush holders are reworked.

16. Apply new brushes - Rock Island to supply specifications -
Union Carbide grade DE-8 two wafer.

" 17. Apply new pinion if needed-.

18. Traction motor tested and run for 1 hour.

jOURﬁAL EOXES
.}.' Replacenbox linefs as needed.
2. Rotate races and replace as ngéded{
3. Inspect and apply new rollexr as needéd.
4. - Apply new gaskets.

5. Inspect thruét blocks and replace as needed.

(11)
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"DL2B - D14 JMAIN GENERATOR

1. Cob-blast armature, framz2 and A.C. Stator.

2. High freguency test armature - if it does not pass test,
it will be replaced with suitable armature by Rock Island.

3. Armature place in varnish vacuum impregnator 4 hours.
4. Armature baked 10 hours at 300° F.

:5.; Armature commutalor is turned.in'lathe.
6. _Armature‘commutator slots are undercut on automatic undercutter.
7. Arméture is dynamically balanced.
8. Armakture commutator sléts are'cleaned“éﬂd*%@e'd
9. Armature is assembled using new bearing and gaskets.

10. Main heaa bu5n1nq is checked and new case hardened bushlng
applied if needed.

11. Frame coils and leads checked and replacéd'as neéded.
12.- Frame placed in Varnish_vacuum iﬁpregnator'4 hours.

13. TFrame is baked 8Vhour$ ét 300° T.

14. A.C. Frame is:checked and rewind kit applied if needed.
'15.. A.C. Frame 1is dipped in varnish. |

16. A.C. Frame is baked 8 hours at 300° F.

17. Brush holders are reworked

18. Apply new brushes. Rock Island to furnlsh specrflcatlons -
Union Carbide DE-8 two wafer. .

19. Hi-pot main generator.

(12)



1e6.

"WBO ALR COMPRESSOR TO DR
REBULLY IO EMD SPECITICATIONS

. Vacu blast parts.

Apply new main bearings as needed.
Inspect and mike crankshaft.

Apply new seals in caps.

Apply new shims and check lateral.

Apply EMD high pressure rods.

Check piston and use new if needed.

Apply new wrist pin.

Apply new rings.

Check rods and apply if needed.

Apply reworked valves to heads (inspect and lap valves).

Reseat unloader plunger.

- Apply all new gaskets.

Apply reworked inner cooler.

Load test for 5.h0urs.
° [

Note: Convert WXO to WBO

New deep base WBO air compressor to be installed if available.

- {13)



s erena it B v

LRSI S

'\_r_)v
e

10.
1.
12.
13.

14.

- 15.

16.

17.

18.
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>1G4567 Fngine
(Rébﬁiit to FHMD Specificalions)

Crankcase 1is checked and line bored.
Main bearing caps ére spot faced ior hardened flat waohers and nut.
ALl holes in case are tapped- (velded and retapped if needed).
Sealerrpaint applied to case and pan.
Check‘liner inserts and replaée ds needed.
Apply rewbrked crankshaft using new main bearings (Refer Page 16)

Apply reworked power assemblies using new rod bearings.
(Refer Page 16)

Apply wolber hydro test. R
Check lead readings. : <

Apply pee pipes and gage.
\pply case to pan uéing new gasket.

Apply air box and crankcase cover.

Apply reworked camshaft. (Refer ‘Page 17)

Apply reworked layshaft. (Refer Page 17)
Apply reworked stubshaft with increased oil passage.

Apply gear train (gears cleaned and checked - new bushings

“and thrust washer).

Apply rear housing using new gaSketl

Apply 1ﬁ530¢ted fly wheel u81ng new hard ned washers and
improved nuts and bolts. :

Drill and.apply rear counter weights.
Apply reworked auxiliary generator drive assembly. (Refer Page 17)

Apply blower stands.

Apply reworked blowers. (Refer Page 17)

Apply reworked injectors.. (Refer Page 18)

(14)



28.
29.

30.

o @
Apply reworked rocker arm assemblies (Refer.Pagé 18).
A@ply reworkxed exhaust valﬁe bridges (Refér Page 18).
Apply test cock relief valves.
Apply luleoil cross over manifold.
Apply reworked lubé oll pressure relief valve (Refer Page
Apply goverhor’drive gear.
Apply accessory driye héusing using newAgasket;
Apply reworked engine protector (Refer Page .18).
Apply coill spring aécessory drive gear.
Apply reworked oil separator (Refer Pége 18).

Apply reworked lube oil pressure pump (Refer Page 19).

Apply reworked lube oil scavenging pump (Refer Page 19)

Apply reworked water pumps (Refer.Page 19).

Apply reworked governor drive assembly {Reler Page 19). ..

Apply reworked Cylinder head cover (Refer Page 19).

Qpply support frame.

Apply front éounter weights.

Apply overspeed trip housing.

Apply reworked governor (RefervPage 19).

Apply governor linkage.

Apply injector control linkage (Refer Page 20) .

Load test engine (Refer Page 20).

Rock Island to provide recommended manufactureérs of oils,
lubricants, and water treatment.

(15)
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- CRAMKSHALY

Inspect andvmikeljuse.PNC‘chrom@plaﬁcd if needed).
Polish all jourpals.

Manga-glow inspection.

Apply ncw pipe plugs - Cieén oil passages.

Apply reworked harmonic balancer (6 spring packs, new Spring.
plate and new pins 1f needed).

Apply reworked accessory drive gear (new coil springs, if needed).
Apply reworked o0il slinger.

Apply reworked main drive gear.

POWER ASSEMBLIES (Built to EMD Specifications)

1.

11.
12.
13.

14.

Heads water tested and inspected (factory reworked head used
if needed). ' . :

Heads vacu blasted.

Polish injector valve seats.

Apply new inconnéll vaivec.
Apply new‘valve spring keeper if needed.
Liner Bore is checked (new éhromeplated liner used if needéd).'
Liner is vapor blasted.
Liner ridge is honed and buffed.
Linex is-water testea. -
Rods givéﬁ dimensional check by.gauging.
Rods surfaces are'polisﬁed.
Wrist piﬁs are checked.
Carriers are'convertea to full flow (new insérts).

Apply water elbows to cylindér heads using new "O" rings.

(16)



Power Assemblics .(‘: ontinued)

15.  Apply new Koppors ox LMD rings to qualified pistons.
16. Apply pistons and carriers to rods.
17. Apply pistons and rod assemblies to liner using new EMD seals.

18. Apply cylinder heads using new nuts if needed.

CAMSHADPT

1. Vacu blast blocks.
‘2.7 Remove all burrs.

3. Apply factory reworked voly-ground segments as needed, weld
up dowel holes, and camshaft stub ends.

4. Appiy new bearings.
5. Assemble and gage run out. -

- LAYSHAFT

1. Spray weld and turn to correct size.

2. Straighten and assemble.’

AUXTLIARY GENERATOR DRIVE ASSEMBLY

1. Apply new o0il® seals and bushings.
BLOWERS
1. 1Inspect rotors.

2. Apply new thrust collars.

" 3. Apply new buéhings and gaskets:

4. Test yrun blowers for 1 .hour.

(17)
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1. Apply new fucl filter.
2. Apply new "O" ring.
3. Apply factorxy rebuilt barrecl and piuﬁger.

4. DRApply factory rebullt tip kit.

@3]

Apply new components as needed.
6. Convert spherical to needle type if needed.

7. Assemble and calibrate.

ROCKLR ARM ASSEMBLY

1. Polish shaft.

2. Apply pins -~ rollers - races as needed.

~

EXHAUST VALVE BRIDGES

1. »Apply new adjustexr bodies where necessary.
2. Test all springs and replace as needed.

3. DnAssemble and pressure test.
. _

LUBE OIL PRESSURE RELILF VALVE

2. Assemble and pressure test.

ENGINE PROTECTOR

1. Apply new rebuild kit (new~gaskets,v"0" fings, etc.)

2. Assemble and test 30 minutes.

-

" OIL SEPARATOR
1. Clean and reﬁiacé filter if needed.

~
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LUBE OIT, PRESSURE PUMD

. [y

1. Tnspect all gears (replace as neceded)
2. Apply new gaskets

3. Apply new bushing.

LURBE OTIL SCAVENGIMNG PUMP
1. Inspect all gears (replace as needed).
2. DApply new gaskets.

3. Apply new bushing.

WATLER PUMPS

1. "Check impellar and housing for wear.
2. Apply new seals and bushings.
. 3. Apply new inner and outer bearing. *

4, Assemble and check clearance.

GOVERNOR DRIVE ASSEMBLY

1. Apply remanufactured governor drive assemblies in kind.

&
CYLINDER HEAD COVER

1. Straighten as needed.

2. Apply new rubber gasket.

COVERNOR

1. Apply remanufactured governors in kind.

o~
b
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TRIECTOR CONTROL 1,IHKAGE

1. Inspect and rewove all burrs.

LOAD WEST LENGINE

I

1. Tuel hydro and prelube.

2. Start and check for leaks.

3. Shut down and check main and rod bearing temperatures.

4. Xun in 2nd notch (loaded) 30 minutes, Shutdown and check
main and rod bearing tenperatuares.

5. Bun in 4th notch (loaded) 30 minutes. Shutdown and check
main and rod bearing temperatures. : '

6. mwn in 6th notch (loaded) 30 minutes. Shutdown and check
main and rod bearing temperatures. ' .

s

7. Run in 8th notch {loaded) 3 hours periodically checking bearing
temperatvres. . . ' : :
8. Record all reading of pressure and temperature.

9. Correct any leaks of malfunctions and retighten engine.

(20)
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LEOUIPMENT RACK

Rernanufacture existing equipment rack.
Install vapor preheaters, (fuel oil).

Install synchronized compressor controls.

Install Prine start switch on rack.

Install on remanufactured rack, engine temperature swiltches

and manifold, including hot engine temper

(21) -
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10 K.W. AUX TLIAKY GEMEIRATOR

Cob blast armature and frame.

Test armature - If armature does not pas
be replaced with rewound armature.

Armature dipped in varnish.

Armature baked 8 hours a£&300f

I

s test, it will

Armature commutator is turned and undercut.

Armature is dynamically balanced.

Armature is. assembled with new bearings and gaskets.
Frame coils and leads are checked and replaced if needed.
‘Frame is dipped in varnish.

Frame is baked 8 hours at 300° F.

SArmature commutator slots are cleaned and Vee'd.

Armature and frame are assembled with new brushes and reworked

brush holders.

Brushes to be Rock Island svecifications AC-98 EMD part

f 3190442. _ o

(22)
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LONG HOOD

Sand blast long hood.
Apply putty, sand off and prirme.

Modify number lights for modulite panel type povier parts -
Rock Island option.

Apply new door latches aé needed.

Apply new. d-oxr hinges as needed.

Use fiberglass filters AAF (Amercican Alr Filter).

Apply new condult as required and new wire.

Apply hew'shutter'magnét valves. . -

Apply reworked shutter cylinder assemblies (new gaskets).

Apply reworked radiators (per Morrison-Knudsen specifications)
90% tubes to be open. ‘ .

Modify hood for removing complete power assembly.

Modify hood for cooling fan hook-up.

Apply reworked cooling fans (new bearings and gaskets and tested).

Y . .
Modify shutters so manual shutter is linked to automatic

shutter by a.rod to provide full automatic operation.

Apply reworked hand brake assembly.

(23)



TEST

Electrically test all circuits.

Start and check for leaks - water - fuél = air.
Alr cure maih generatox. |

Apply load box and setVtemberatu:e.switchgs.
Load for 1 hour at full load.

Record all pressure and temperature readings.
Shutdown and check bea:ings.

Start and selt transition.

Test Hand bfake. . o <

Make running and movenent checks.

-~
o
=
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PAINT

1. Paint trucks (Rock Island opition).

2. 'Paint engine room gray.

3. Paint inside cal (Rock Island option).

4. Apply Kant Skid cab flecor.

5.  Prime outside.

6. Apply colors as required (Rock Isiand option).

7. Code inside of locomotive. | |

8. Code outside of‘lqcométive as reguired, ACI label.’
9. Apply GP-40 type arm rest;v i

10. Apply Prime rear view mirrors and wind deflectors (Salem
" . -on option if Prime not available).: -

Sl A@ply metal cab awnings.



EXHIBIT "C"

CERTIFICATE OF INSPECTION AND ACCEPTANCE

Chicago, Rock Island and
- Pacific Railroad Company
139 West Van Buren Street
Chicago, Illinois 60605
and

Precision Nati onal Leasing Company
908 Shawnee ‘
Mt. Vernon, Illinocis 62864
Gentlemen:

The undersigned, being a duly authorized inspectér for
Precision, hereby certifies fhat he has made an inspection of

( ) Locomotives bearing numbers as

follows: Y

all as provided in the Lease and Reconstruction Agreement and
hereby accepts such Locomotives for Precision as being in con-
dition for reconstruction work as provided in the Lease and.

Reconstruction Agreement.

ADated:

Inspector



EXHIBIT "D
CERTIFICATE OF INSPECTION AND ACCEDPTANCE

Chicago, Rock Island and
Pacific Railroad Company

139 West Van Buren Street

- Chicago, Illinois 60605

and
Precision National Leasing Company

908 Shawnee
Mt. Vernon, Illinois 62864

Gentlemen: -
The uncersigned, being a duly authorized inspector for Pre-

cision, hereby certifies that he has made an inspection of

( : ) locomotives bearing numbers

——— —_—

as follows:

. . .
all as provided in the Lease and Reconstruction Agreement and he
does hereby accept them as having all reconstruction work per-
formed in compliance with the Specifications attached to the
Lease and Reconstruction Agreemenf and as otherwise béing in
compliance.with all requirements of the Lease ana Reconstruction

Agreement.

Dated:

Inspector



° - °
EXHIBIT "E"
SCHEDULE OF CASUALTY. VALUE
1. First year following reconstruction $205,000.
2. Second year following reconstruction $193,000.
3. Third year following reconstruction $181,000.
4., Fourth year following reconstruction $169,000.
5. Fifth year following recbnstruction $157,000.

6. Sixth year following reconstruction the greater of $145,000 or
Falr Market Value.

7. Seventh year following reconstruction the greater of $133,000 or
Fair Market Value.

8. Eighth year following reconstruction the greater of $121,000 or
- Fair Market Value.

9., Ninth year following reconstructlon the greater of $109, 000 or
Fair Market Value.

10. Tenth year following reconstruction the greater-of $97,000 or
' Fair Market Value.

11. Eleventh year following reconstructlon the greater of $85, OOO or
Fair Market Value.

12. Twelfth year following reconstruction the greater of $73,000 or
Fair Market Value. * _

13. Thirteenth year following reconstruction the greater of $61,000 or
Fair Market Value.

14. Fourteenth year following reconstructlon the greater of $49,000 or
Fair Market Value. ‘

15. Fifteenth year following reconstruction the greater of $37,000 or
Fair Market Value.

"Fair Market Value" . is defined iﬁ Paragfaph 21 of the Lease. The
Fair'Market Value shall be agreed upon by Precision and Lessee; provided that
if Precision and Lessee are unable to agree upon the Fair Market Value of the
Lécomotive within 30 days after receipt by Precision of the notice of Casualty

Occurrence, the Fair Market Value shall be dgtermined by an appraiSér selected



o )

by mutual agreement of Precision and Lessee. If Precision and Lessee are not
able to agree upon an appraiser or if the Fair Market Value is not so deter- -
mined within 90 days after receipt by Precision of the notice of Casualty

Occurrence, the same shall be determined by American Appraisal Company.



, . EXHIBIT "D" ’

RECONSTRUCTION AGREEMENT

THIS AGREEMENT made as of the 19th day of December,
1974, by and between the CHICAGO, RCCK ISLAND AND PACITFIC
RATILRCAD COMBANY ("Rock Island") and PRECISICH NATIONAL

LEASING CORPORATION ("Precision").

WHEREAS, Precision requires that forty Gi-7 loconotives
~be reconstructed in accordance with GENERAL SPECIFICATIQNS-
FOR REMANUFACTURED LOCCHOTIVE, attached hereto as Exhibit A;

—

and -

'WHEREAS, Rock Island has the facilities and experience
to reconstruct said locomotives and Precision desires to
contract with Rock Island for the reconstruction of said

locomotives;
4

ROW, THEREFGRL, the parties hereto agree as follows:

1. Rock Island shall furnish qualified personnel, facili-
ties, equipment, ﬁaterials and‘suppliés to do all of the follow-
ing (hereinafter described as the "Work"): |

| (a) prepare required working drawings for the re-
cénstfuctipn of the locomdfivesj and
. (b) reéonstruct forty GpP-7 iOCOmotives in_accordance

with Exhibit A.

"2, In performing the Work under this Agreement and pur- . .

suant to Exhibit A, Roclk Isldand shall comply with all applicable .

12/20/74 . | e R



local, state énd federal laws and regulations pertaining to .
the Work which are in existence on the effective date of this

Agreement.

3. Precision shall pay Rock Island for each reconstructed
locomotive three days after completion of the Work on such loco-

- motive and acceptance thereof by Precision.

4, The relationship of Rock Island to Precision shall be
that of an independent contractor. Rock Island agrees that it
will issue no publicity or news releases referring to the Wd;k,-

the content of which is not approved in advance by Precision. -

5. Rock Island recogpizes the trust'and confidence es -~
tablished With Precision by virtue of this Agreement.' Rock Island
shall furnish its best skill and judgment and execute the Work
in a good and wOrkmanlike fashion in-a manner consistent with

the interests of Precision.

6, Precision shall inspect and accept locomofivés(being
delivered at Rock Island's costjfor reconstruction‘at Silvis,
“ Illinois (Rock Island acknowledges that the standard for
acceptance of a locomotive for reconstruction is that it is in
operating-condifibh under Interstate Commerce_Coﬁmission'rules
and regulations for movement in interchange traffic énd‘complete
in ali pérté). "Precision undéfstands that_RQck Island‘will com-

.plete the last phaée.of reconstruction‘of.a 1ocomotive (the painting



phase) at Chicago, Illinois (which phase Rock Island represents
" will require a 3 to 4 day period). Rock Island agrees thaﬁ no
more than three locomotives may be in the process of recounstruc-

“tion at any time (ore additional locomotive may be in the repaint-

ing phase of reconstruction).

7. VWhen reconstruction of a locomotive has been completed,
Rock Island will notify Precision, and Precision will fhereupon
sehd an inspector to the place of recdnstruction within two
working days after receiving such ﬁotice. Precision agrees that
its inspectorAwill complete inspection within tﬁo working days
after his arrival. If Precision's inspector is satisfied witTh
the Work, he will éxecute and_delivér to Rock Island a2 "Certificate
of Inspection and Accéptance" in the forﬁ.annexed>heréto.as.Exhibit
B, 1If Precision's inspector does not accept the reconstructed loco-
motive, he will within the two working-day inspection period state
to Rock Island in writing his reasons for such rejection, and Rock |
Island shall tﬁen forthwith cure such defect or defects, at which
time Precision will again comply with the inspection provisicn of

this Paragraph.

8. Rock Island grants the right to Precision to have one
or more representatives on site at any time during the progress

of the Work.

9. Rock Island agrees to indemnify, protect and hold harm-
less Precision from and against all losses, damages, injuries,
liability, claims and.démands whatsoe&er, iﬁcluding but not
vlimited to élaims by thifd parties regardless of the cause

thereof and expenses in connection therewith, including counsel



.;..- ®

. fees and expenses, patent liabilities and penalties and
interest, arising out of or as a result of entering into this
Agreement, Rock Island's possession of the locomotives and

its performance of Work.

10. Precision will designate a representative, whose
address for notices and communications under this Agreement is
808 Shawnee, Mt. Vernon, Illiuéis'62864, to act for Precision
in nonnecfion with this Agreement. He shall be available as
necessary for inspecting and approving the Work, authorizing
changes, and for appfoving invoices and other records of |
Rock Island. Precision's representative may delegate his wa;k .
and authority to others as he desirés, confirmiﬁg such action
in writing to Rock J¥sland. Rock Isiand will designate a | ?/”/i/‘
representative, whose address for notices and communications 1////
under the Agreement is 624 Scott, Kansas City, Kansas,

66105, to act for Rock Island in connection with this
Agreement. He shall be available for conferring with, receiving
requests and-taking communications from Precision. Rock Island's

representative nay delegate his work and authority to others as

he desires, confirming such action in writing to Precision.

11. Rock Island shall furnish to Precision a reasonable
number of copies of drawings and reproductions covering the Work

performed pursuant to this Agreement.

12. Precision shall pay Rock Island a fixed price of $126,000
.per locomotive. Such pfice shall include all parts and all labor

and shall also include all taxes afising out of the performance

—4



of the Work, this Agreement and payments made by Precision
pursuant hereto.-'Such amount shall be payable as set out in

Paragraph 3.

13. Precision shall have the right to assign this Agreec-
ment in whole or in part without the consent of the Rock Island.
A1l the rights of Precision hereunder shall inure to the benefit

of Precision's assigns.

14. Rock Island shall not have the right to aésign this
Agreement in whole or in part or subcontract any portion of the
Work wifhout the written consent of Precision. Rock Island

——n

shall, however, have the right to "unit-~exchange' locomotive

[N

parts without the consent of Precision.

IN WITNESS WHEKZOF, Rock Island and Precision have duly

executed this.Agreement.as of the day and year first above '

written.
1 Y ) : .
CHICAGO, ROCK ISLAND AND PACIFIC
RAILROAD COMPANY, a Delaware
corporation '
: By .
Attest: _ ' _ President
secretary . PRECISION NATIONAL LEASING OORPORATION
a Delaware corporation
By
President
Attest:
Secretary



GENERAL SPECIFICATIONS FOR
REMANUFACTURED LOCOMOTIVE

EXHIBIT "A"

THE.FOLLOWING IS A DETAILED LIST OF WORK SPECIFICATION TO
BE PERFORMED ON 40 CHICAGO, ROCK ISLAND AND PACIFIC DIESEL

ELECTRIC LOCOMOTIVES (40 GP-7s).



10.
11.

12.

13.
14.
15.
16,

17.

18.

19.

20.

21.

22.

23.

CENERAL SPECIFICATIONS IFOR
REMANUFACTURED LOCOMOTIVE

v

Remove long and short hood.
Renmove trucks.
Strip cab and remove.

Remove equipment rack, air compressor, engine, main generator,
electrical cabinet, load regulator and traction motor blowers.

Clean main frame and apply primgr.

"Check center casting and main frame alignment and cracks.

Straighten main frame if necessary.

Inspect and repair fuel tank if needed. (On 11 units will
need new 1750 gallon tanks. ) :

Check and replace end plates as needed. oo
Inspect draft gear housing. :

Apply reworked draft gear if needed'(Refer_Page 4)

Apply new pilot, if needed . and remove foot boards, apply
new FRA switching - -locomotive step arrangement according to
Federal Register part 231.30 for railway safety gppllance
standards for locomotlves used in switching sexvice.

Apply handrails»and,stanchions if needed, in kind.

Apply reworked traction motor blowefs.b (Refer Page 4)

Apply new underframe piping as needed.

" Apply electric emergency fuel shut down. .

Apply reworked ‘load regulator (Réfer Page 4)

 Apply manufactured electrical locker (Refer Page 5)

Apply Power.parts sanitary toilet.

Apply reworked cab. (Refer Page 7)

Apply reworked trucks (Refer Page 9)
Apply reworked D12B-D14 Main Generator (Refer Page 12)

Apply new deep base WBO Air Compressor unless dellvery
prohibits. (Refer Page 13) ‘

 (12>



24.
25.
26.
27.
28.

29.

35.

36.

Apply reworked 16-567-BC-C or D engine on GP-7. (Refer Page 14)

Apply reworked 16-567-C gngine on GP-9 (Refer Page 14)
Apply reworked eguipment rack. (Refer Page 21) |
Apply reworked 10 K.W. Auxlllary Generator. (Refer.Page 22)
Apély.exhaust manifold with Farr spark arrestor kit.
Apply 2 stack exhaust manifold arrangément..

Make alr equipment léakage test.

Apply reworked long hood. (Fefer Page 23)

Iﬁstall new batteries - 70 percentbreolaéement estimated.
Paint rebuilt locomotivé (Refer Page 25)

R@placc where neCGSSdry all heavy cables.

A maximum of seven (7) units will need new reservoirs.

Install electric sanding system (Combination sysiem—Electric
and Pnéumatic) » ‘

Safetv appliances to be checked to comply with LulrenL
regulations.

Final test. (Refer Page  24)

(3)



DRAFT GEAR ASSEMBLIES

Weld and machine as needed.

Apply new bushings and pins as required.

TRACTION MOTOR BLOWERS

Apply new bearings.
Apply new gaskets.

Assemble and electrical test.

LOAD REGULATOR

Degrease and cob blast.

Apprly new gaskets and seals.

Apply new brushes.

Apply new resistors as needed.
[ .

Rewire as needed.:

Assemble and test.

Renew LRC and transition switches where necessary.

L .
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10.

11.

12.

13.

HIGH- VOLTAGTE ELECTRICAL CABINET -

Remanufacture electrical ‘cabinets to Rock Island specifi—
cations (Representatives of Morrison-Knudsen and Precision
National will jointly inspect cabinet at Rock Island facilities).
Apply reclaimed buss bars if possible.
Apply reworked reverser. (Refer below).

Apply reworked power contactors. (Refer Page 6)

Apply reclaimed field shunting reSJStoro where necessary
on GP-9Y locomotives only.

Apply new remote train lined ground reset button, to be
located in cab.

Apply solid state voltage regulator where necessary.
Apply new fast-on terminal boards. ~

Apply new relays and switches and resistors where necessary
to upgrade. Includes new remote reset ground relay.

Apply new wire (Imron-Dupont).

Apply new E.I. backward transition where necessary and
retain on units where transition already exists.

Test electrically.
Battery chargimg diodes whefé_necessary.

4 Motor Reverser

Apply new tube insulation as required.
Apply new bearings.

Apply new gaskets.

- Apply new interlock assembly.

Apply new finger. contacts.

Apply new Segments.
Apply new 311F Maghet Valves.
Assemble and test; -

(5)



POVIER CONTACTORS

Vacu Blast parts

Apply new contacts

Apply new interlock.assemblies as rquired
Apply new 311F magnetbvalves_

Apply ne& gaskets

Assemble and test

(6)



10.
11.
12.
13.
14,

15.

- 16.

17.

18,

® | ®
N

Sand blast cab.

Apply putty, sand and prime.

Apply new 26-L air brake equipment, including new copper
pipe. Delivery on Porta-Rac extremely extended so
Morrison-Knudsen are using a plate mounted air brake

installation including standard aixr filtration.

Apply all new wiring and replace conduit where necessary.

"Apply new insulation and cab ceilings.

Apply remanufactured air brake stand and new valveé.
Apply reworked céntrol stand. .(Refer below)

Apply reworked throttle étand.-(Réfer Page §)

Apply new eleétric speed iﬁdicator {Barco 51S5-400) .

Apply new cab doors if needed'and apply new weatherstrip
as required.

Apply remanufactured isolation panel. (Refer Page 8)

Apply new hot water heaters as needed and where not so
equipped. - ' ' :

Replace all deteriorated cab siding and angle iron.

Apply Prime windows where needed.
Apply reupholstered seats where needed in kind.

Apply Prime absorptioh typé water cooler and refrigerator’unit

" (Dometic may be substituted where Prime is not available)

Install MU headlight set up to be mounted on control stand.

Install Torpédo and Fuseé rack and card holders for Federal

and Air cards.

(7)



.CONTROL STAND

Roto blast frame.

Modify frame for modifications (Salem Duplex air gauge
kit with magnified lens).

Apply all new parts to make conversion..
Apply road service switching switch where necessary.

Apply new wire.

THROTTLE STAND

Sandblast frame.
Rework throttle mechanism.’
Apply new bearings.

Apply new insulation for segments.

‘Machine all segments. ~

Apply new fast-on terminal boards.
Apply new wire.

ISOLATION PANEL

Manufacture new panel.

Apply reworked battery charging‘meter.
Apply all new parts.

Apply new wire.

(8)



10.

11.

l2.

13.

S14.

15.

16.

17.

18.
19.
20.

21,

22.

TRUCKS - 4 Wheel

Trucks stripped to bare frame.

Frames sand blasted.

Bolster and spring plank sand-blasted.

Frames are visual checked and trammed.
Straighten and heatvtreat if needed.
Weld up motor‘support lug and re-drill.
Weld up pedestal jaws if needed.

Frame wear plates changed if needed.

Frame bushings and pins are rénewed.

Apply reworked brake cylinder. (Refer Page 10) e

Apply reworked brake hangers—-new buahlngs and prn boss
modified if needed.

Apply laboratory'tésted and matched coil springs.

Apply new nylatron pedestal liners using Huck fasteners.

‘Apply bolster’with new wear plates.

Apply elllptrgal opr1ngs, quallfled or new.

Apply swing hangers (magnafluxed and new bushlnds applled)

Apply wheels (Refer Page 10) to traotlon motors (Refer Page 11)

using new brass, if needed; new lubricator wicks and repaired

’gear cases.

Apply reworkedujouraal boxes.'(ﬁeferAPage 11).

Apply new Quick-Just slack. adjusters where neceseary.
Apply reworked strapsx— new bushlngs. | |

Change to 62-15 gear ratio if necessary.

Change nose supports to rubber where necessary.

: (9)~



BRAKE CYLINDERS

Apply new cups.
Apply new filters.

Apply new gaskets.

" Inspect and repair piston rod and spring.

" WHEELS
Magnaflux and reflectoscope axle and gear (apply new, if
necessary) . ' T ‘
Mount new 40" wheels on either reusable or new axle
(it is permissable to use used mounted wheels with 2 inch
or more tread thickness).

Apply new races and water guards as needed.

Gear ratio to be 62/15.



TRACTION MOTORS *

1. Cob blast armature and frame.

2. High frequency test armature - if it does not pass test, it
will be replaced with a suitable armature by Rock Island.

3. Armature place in varnish vacuum impregnator 4 hours.
4. Armature baked 8 to 10 hours at 300° F.
5. Armature commutator turned in lathe.

6. Armature commutator slots are undercut.

7. Armature commutator slots are cleaned and Vee'd.
. 8. Armature is dynamically balanced.
9. Armature is assembled using new or factory remanufactured

bearing assemblies, new gaskets and new inserts.
10. Frame is gaged at all critical poiﬁté;
li. Frame is welded and.machined at points required.
12. Frame coils and leads are checked and replaced if nesded.
13. Frame placed in varnish -vacuum impreénator 4 hours.
14. Frame is baked 8 to 10 hours at 300° F. | |
o .

15. Brush holders are reworked.

‘16. Apply new brushes - Rock Island to supply specifications -
Union Carbide grade DE-8 two wafer.

~17. Apply new pinion if needed.

18. Traction motor tested and run for 1 hour.

' JOURNAL BOXES
1. Replace box linérs as-needed.
2. Rotéte races and replace as needed.
3. Inspect and.apply new roller éé needgd.
4. Apply new gaskets.. |
5. Inspect thruét blbcks and replace as needed.
(11)

*to apply only where traction motor mileage‘exceeds'250,000.,

.



10.

11. .

12.
13.

14.

15,

16.
17.

18.

19.

D128 - D14 MAIN GENERATOR

Cob-blast armature, frame and A.C. Stator.

High frequency test armature - if it does not pass test,
it will be replaced with suitable armature by Rock Island.

Armature place in varnish vacuum impregnator 4 hours.
Armature baked 10 hours et 300° F..

Armature commutator 1s turned in lathe.

Armature commutator slots are undercut on automatic undercutter.
Armature is dynamically balanced. |
Armature commutator slots are cleaned and'Vee'd

Armature is assembled using new bearing and gaskets. -

Main heac¢ bushing is checked and néw case hardened bushing
apolled i1f needed.

Frame coils and leads checked and replaced as needed.

Frame placed in varnish vacuum impregnator 4 hours.

Frame is baked 8 hours at 300° F.

A.C. Frame is»checkedland rewind kitAapplied if needed.
A.C. Frame isﬁdipped in varnish.

A.C. Frame is baked 8 hours at 300° F:

Brush holders are reworked

Apply new brushes. Rock Island to furnlsh spec1f1catlons -
Union Carblde DE-8 two wafer.

Hi-pot main generator..

(12)



10.
11.
12.
13.

14.

16.

Apply

WBO AIR COMPRESSOR 10 BE .
REBUILT TO EMD SPECIFICATIONS

Vacu blast parts.

new main bearings as needed.

Inspect and mike crankshaft.

Apply

Apply

Apply

Cheé

Apply
Apply
Check

Apply

new seals in caps.

new shims and check lateral.
EMD high pressure rods.
pistdn and use new if needed.
new wrist pin.

new rings.

rods and apply if needed.

reworked valves to heads {inspect and lap valves).

Reseat unloader plunger.

Apply

Apply

Note:

all new gaskets.

reworked inner cooler.

Load test for 5 hours.

Convert WXO to WBO

New deep base WBO air compressor to be installed if available.

(13)



10.
11.
12.
13.
14,
15.

16.

17.

18.

16=567 Engine :

(Rebuilt to EMD Specifications)

"Crankcase is checked and line bored.

Main bearing caps -are spot faced for hardened flat washers and nut.
All holes in caée afé tapped (welded and retaéped if needed).
Séaler paint applied to case and pan.

Check liner inserts and replace as needed.

Apply reworked crankshaft using new main bearings (Refer Page 16)

Apply reworked power assemblies using new rod bearings.

(Refer Page 16) - ‘

spply water hydro test.

Check lead readings.

.Apply pee pipes and gage.

Apply case to pan using new gasket.
Rpply air box and crankcase cover.

Apply reworked camshaft. (Refer Page 17)

Apply reworked layshaft. (Refer Page 17)

Apply reworked stubshaft with increased oil passage.

Apply gear train (gears cleaned and checked — new bushings
and thrust washer) . '

Apply rear housing using new gasket.

Apply inspected fly wheel using new hardened washers and
improved nuts and bolts.

Drill and»épply rear counter wéights.

iApply reworked auxiliary generator drive assembly. (Refer Page 17)

Apply blower stands.
Apply reworked blowers. (Refer Page 17)

Apply reworked injectors. (Refer Page 18)

~~
[
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24.
25 .
26.
27.
28.
29,
30.
31.

32

33,

34.
35.
36.
37.

38.

40,

a1.
42.
43,
44;
45.

46.

Apply
Apply
Apply
Apply
Apply
Apply
Apply
Apply
Apply
Apply

Apply

Apply

Apply

Apply

Apply

Apply
Apply
Apply
Apply

Apply

Apply

reworked rbcker arm assemblies (Refer Page-lB).

réworked exhaust vai&e bridges (Refer-Page 18).

test cock relief valves.

lukaoil,éross over manifold;

reworked lube oil pressure relief valve (Refer Page 18).
governor.drive gear.

acCeséory drive héusing using new gasket.

reworked engine protector (Refer Paée 18).

coil spring aééessory drive gear.

reworked oil separator (Refer Pége 18).

reworked lube oil pressure pump (Refer Page 19).

reworked lube oil séavenging punp (Refer Page 19)

reworkéd‘water_pumps (Refer.Page 19).

reworked governbr-drive assembly (Refer Page 19).
reworﬁed cylinder head cover (Refer Page 19).
support frame.

front counter weights.

overspeed trip housing.

oy

reworked governor (Refer Page 19).

‘governor linkage.

injector control linkage (Refer Page 20).

Load test'engine-(Refer Page 20)..

Rock Island to provide recommended manufacturers of oils,

Jubricants, and water treatment.

(15)




g . | ‘

CRANKSHART

1.

2.

Inspect and mike (use PNC.chromeplated if needed).
Polish all journals.
Manga-glow inspection.

Apply new pipe plugs - clean-oil passages.

'Apply reworked harmonic balancer (6 spring packs, new spring

plate and new pins if needed).

. Apply reworked accessory drive gear (new coil springs, if needed).

Apply reworked oil slinger.

AApply reworked main drive gear.

. POWER ASSEMBLIES (Built to EMD Specifications)

L.

10.
11.
12.
13,

14.

- Heads water tested and inspected (factory reworked head used
if needed). ' ‘

Heads wvacu blasted.

Polish injector valve seats.

Apply new inconhell vélves.

Ap?ly new valve spring keeper‘if needed.

Linéf Bore is.checked'(new chromé?iated liner used if needed).
Liner is vapoggblaéted. | |

Liner ridge is honed and buffed.

_Linér is water tested.

Roas given diménéional check by‘gauging.
'Réds surfaces are polished.

Wrist pins are checked. |

Carriers are converted»to fuii flow {new inserts).

Apply water elbows to cylinder heads using new "0" rings.

(16)



Power Assemblies ‘ont‘inued) .

15. Apply new Koppers or EMD rings to qualified pistons.
16. Apply pistons and carriers to rods.
17. DApply pistons and rod assemblies to liner using new EMD seals.

18. Apply cylinder heads using new nuts- if needed.

CAMSHATT
1. Vacu blast blocks.
2. Remove all burrs.

3. Apply factory reworked poly-ground segments «s needed, weld
up dowel holes, and camshaft stub ends. o

4. Apply new bearings.

5. Assemble and gage run out.

LAYSHAFT . o .

1. Spray weld and turn to correct size.

2. Straighten and assemble.

AUXILIARY GENERATOR DRIVE ASSEMBLY -
1. Apply new oil‘seais and bushings.
BLOWERS

1. Inspect rotors.

2. Apply new thrust collars.

3. Apply new bushings and gaskefs:'.

4.'ATést run blowers for 1 hour.

(17)



® | @
INJECTORS | |
1. Apply new fuel filter.
2. .Apply néw»"o” ring.
3. Apply factory rebuilt barrel and plunger.
4. DApply factory rebuilt tip-kit.
5. Apply new components as needed.
6. Convert spherical.to needle type if neeaed.

-7.° Assemble and calibrate.

ROCKIIR ARM ASSEMBLY

1. Polish shaft.

2. Apply pins - rollers - races as needed.

EXHAUST VALVE BRIDGES

1. Apply new adjuster lLodies where necessaryl
2. Test all springs and replace as needed.
3. Assemble and pressure test.

® .

LUBE OIIL PRESSURE RELIEF VALVE

1. 1Inspect

2. Assemble and pressure test.

ENGINE PROTECTOR

1. Apply new rebuild kit (new(gaékets, "0" rings, etc.)

2.‘ Assemble and test 30 minutes.

OIL SEPARATOR

1. Clean and replace filter if needed.

(1e)



LUBE OXIL PRESSURE PUMP

1. Inspect all gears (replace as needed)
2. Apply new gaskets
3. Apply new bushing.

LUBE OIL SCAVENGING PUMP

1. Inspect all gears (replace as needed).
2. Apply new gaskets. ' o  ;1a

3. Apply new bushing.

WATER PUMPS

1. Check impellar and housing for wear.
2. Apply new seals and bushings.

3. Apply new inner and outer bearing. .

i

Assemble and check clearance.

GOVERNOR DRIVE ASSEMBLY

1. Apply remanufactured governor drive assemblies in kind.

CYLINDER HEAD COVER
1.  Straighten as needed.

2. Apply new rubber gasket.

GOVERNOR

1. Apply remanufactured governors in kind.

(195'



INJECTOR CONTROL LINRKAGE.

1.

LOAD

Inspect and remove all burrs.

TEST ENGINE

1.

Fuel hydro and prelube.
Start and check for leaks.
Shut down and check main and rod bearing temperatures.

Run in 2nd notch (loaded) 30 minutes, Shutdown and check
main and rod bearing temperatures.

Rue in 4th notch (loaded) 30 minutes. Shutdown and check
main and rod bearing temperatures.

Pun in 6th notch (loaded) 30 minutes. Shutdown and check
main and rod bearing temperatures.

Run in 8th notch (loaded) 3 hours periodically checking bearing
temperatvres. ) ' : -

Recoxrd all reading of pressure and temperature.

Correct any leaks of malfunctions and retighten engine.

—
N
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o PN

EQUIPMENT RACK

Remanufacture existing eguipment rack.
Install vapor preheaters, (Fuel oil).
Install synchronized compfessor controls.
Install Prime start switch on rack.

Install on remanufactured rack, engine temperature switches
and manifold, including hot engine temperature switch.

(21)
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10.

11.

12,

o o

10 K.W. AUMILIARY GENERATOR

Cob blast armature and frame.

Test armature -~ If armature does not pass test, it will

" be replaced with rewound armature.

Armature dipped in varnish.

Armature baked 8 hours at 300° F.

Armature commﬁtator is turned and-undercut. -
Armazture is dynamically balanced.

Armature.commutator slots'are cleaned and Veé‘d.

Armature is assembled with new bearings and gaskets.
Frame coils and leads are chécked and replaced if needed.
Frame is dippéd in varnish..

Frame is baked B hours at 300° F.

Armature and frame are assembled with new brushes and reworked

brush holders.

Auxiliary generator is electrically tested.

L ]
Brushes to be Rock Island specifications AC-98 EMD part
£ 3190442. : -

(22)



10.

11.

12.

13.

14.

15.

Apply new shutter magnet valves.

¢ ®

LONG HOOD

Sand blast long hood.

Appiy putty, sand off and prime.

Modify number lights for modulite panel type power parts -
Rock Island option.

Apply new door latches as needed.
Apply new d-or hinges as needed.
Use fiberglags filters AAF (American Alr Filter).

Apply new conduit as required and new wire.

Apply reworked shutter cylinder assemblies (new gaskets).

Apply reworked radiators (per Morrison-Xnudsen specifications)
90% tubes. to be open. :

Modify hood for removing complete power assembly.

Modify hood for cooling fan hook-up.

Apply reworked cooling fans (ﬁew bearings and gaskets and - tested).
‘ Y

Modify shutters so manual shutter is linked to automatic
shutter by a rod to provide full automatic operation.

Apply reworked hand brake assembly.

(23)



10.

TEST

Electrically test all circuits.

Start and check for leaks - water - fuel - air.

"Alr cure nain ¢generator.

Apply load box and set temperature-switches.
Load for 1 hour at full load.

Record all pressuke and temperature readings.
Shutdown and check bearings.

Start and set transition.

Test Hand'bfake. ' o .

Make running and movement checks.

(24)



i0.

“11.

Paint trucks (Rock Island option).
Paint engine room gray.

Paint inside cab (Rock Island option).

Apply Kant Skid cab floor.

Prime outside.

Apply colors as reguired (Rock Island option).

Code inside of locomotive.

Code outside of locomotive as required, ACI label.

Apply GP-40 type arm rest.

Apply Prime rear view mirrors and wind deflectors (Salem
on option 1f Prime not available). '

Apply metal cab awnings.

PAINT

-~
S
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EXHIBIT "B"

CERTIFICATE OF INSPECTION AND ACCEPTANCE

Chicago, Rock Island and
Pacific Railroad Company
139 West Van Buren Street
Chicago, Illinois 60605
and

Precision National Leasing Company ' _ ; s
808 Shawnee : '
Mt. Vernon, Illinois 62864
Gentlemen: '

The undersigned, being a duly authorized inspector for
Precision, hereby certifies that he has made an inspection of

( ) locomotives bearing numbers as

foliows:

-~

all as provided in the Lease ﬁnd Rec&nstruction Agreement and he
does hereby accept them as having all reconstruction work per-
formed in compliance with the Specifications attached to the Léase
and Reconétructibn Agreement and as otherwise being in compliance °

Py
2

with all requirements of the Lease and Reconstruction Agreement,

Dated:

Inspector



