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: INILRSIATE COMMERCE COMMISSION
Pursuant to Section 200 of the Interstate Commerce Act
and as provided by Volume 49 Code of Federal Regulations
Sections 1116.1 through 1116.4, we present the following
documents, all dated as of April 15, 1977, for recordation:
! ®
- A) Interim Conditional Sale Agreement between Jwﬂ”u .
General Motors Corporation and United States

\ Trust Company, as Trustee, and

MNTERSTATE CO

Dear Mr. Oswald:

.

w?

*
Interim Agreement and Assignment between ' ;ii
General Motors Corporation, General Electric i
Credit Corporation and J.P. Morgan Interfunding
Corpe;

+ B) Interim Lease of Railroad Eg@iipment between
Consolidated Rail Corporation and United States
Trust Company, as Trustee, and
Interim Assignment of Lease and Agreement between . {
United States Trust Company, as Trustee, General
Electric Credit Corporatlon and J.P. Morgan
Interfunding Corp.

: The names and addresses of the parties to the documents
are:

With respect to,the documents described under A): S
”'Vendor‘and Assignor General Moktdbrs Corporation
(Electro-Motive Division)
LaGrange, Illinois

CONSOLIDATED RAIL CORPORATION SIX PENN CENTER PLAZA PHILADELPHIA, PA 19104 ’ o
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«? .~ Robert L. Oswald, Secretary

June 23, 1977
Page 2

Purchaser

Assignee

United States Trust Company
of New York, as Trustee

45 Wall Street

New York, New York 10005

J.P. Morgan Interfunding Co.‘_
37 Wall Street
New York, New York 10005

—
General Electric Credit Corporation
P.0. Box 8300

Stanford, Connecticut 06904

With respect to the documents described under B):

Lessor

Lessee

Guarantor

f

The 'equipment covered by the documents are:

Type

3000 HP
Model U23-B
diesel -
electric
locomotive

3000 HP
Model SD40-2
diesel-
electric
locomotive

AAR
Mechanical
Designation

CcC

cC

United States Trust Company v’
of New York, as Trustee

45 Wall Street

New York, New York 10005 #

Consolidated Rail Corporation /
1310 Six Penn Center Plaza
Philadelphia, Pa. 19104

General Motors Corporation ané/
General Electric Corporation

No. of Numbers
Units Marked* (Inclusive)
10 Conrail 2789-2798
N
18 Conrail 6390-6407

*FEach unit will have marked thereon the following legend:
"Ownership subject to a Seewurity Agreement filed
under the Interstate Commerce Act, Section 20c".

Conditionel Sele

\

y
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Robert L. Oswald, Secretary
June 23, 1977

Page 3
AAR

Mechanical No. of Numbers
Type Designation Units Marked* (Inclusive)
2000 HP BB 8. Conrail 8173-8180
~Model GP38-2 : !
diesel-
electric .

locomotive

Two of our checks, in the amount of $50,00 each, are
enclosed to cover the recordation- fees.

These documents have not been previously recorded with
the Interstate Commerce Commission.

After retaining one counterpart original of the
documents please return the remaining copy, stamped with your
recordation number, to Consolidated Rail Corporation, Room 1138,
Six Penn Center Plaza, Philadelphia, Pennsylvania, 19104, in the
custody- of the individual presenting them for recordation.

Sincerely,
4 q / J—

A, Carl Kaseman, IITI
Senior Tax & Finance Counsel

ACKITITI/cmm

*Each unit will have marked thereon the following legend:
"Ownership subject to a i@eu%é%y Agreement filed
under the Interstate Commerce Act, Section 20c'".

Cmidl;{‘m.na{ SCL /ﬁ
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CONSCLIDATED RAIL CORPORATION .

and

UNITED STATES TRUST COMPANY OF NEW YORK,

as Trustee
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- its capacity as assignee, together with its successors and assigns,

)}

| INIERIM LEASE OF RAILROAD EQUIPMENT dated as of
April 15, '1977, between CONSOLIDATED RAIL CORPORATION, a
Pennsylvania corporation (the "Lessee"), and UNITED STATES
TRUST COMPANY OF NEW YORK, a New York trust company, acting
as Trustee (the "Lessor") under a Trust Agreement (B) (the
“prust Agreement") dated éé of the date hereof with General
Eiectric'CreditﬁCorporation,.a New York corporation, and J. P.
Morgan Interfunding Corp., a Delaware corporatien (collectively,
in the proportions described in §21 hereof, the "Beneficiary").

WHEREAS, the Lessor is entering into an Interim’

‘Conditional Sale Agreement dated as of the date hereof (the

"Security Documentation") with General Motors Corporation

(Electro-Motive Division), a Delaware corporation (the

"Builder"), wherein the Builder has agreed to manufacture,
conditionally sell and.deliber the'u;its of railroad equipment
(the "Equipment") described in échedule A hereto;

WHEREAS, under a separate Interih Agfeement and Assign-

ment dated as of the date hereof, the Builder is assigning its

interest in the Security Documentation to the Beneficiary (in

referred to herein as the "Vendor'");
WHEREAS, the Builder is willing to guarantee'cer—

tain obligations of the Lessee under this Lease and of the



&)

Leséor ﬁn&er the Sécuri;y Doéumentation_pursuant to a
Guaranty‘Agreement (the "Guaranty Agreement") dated as.
of the date hereof; znd

WHEREAS, the Lessze desires to lease such number
of uhits (the "Units") of the Equipment as are delivered
and accepted and settled for under the Security Documenta-
tion at the rentals and for the terms and upon the conditions

hereinafter provided;

NOW, THEREFORE, in'consideration of the premises
and of the rentals to be paid and the covenants hereinafter
nentioned to be kept and performed’by the Lessee, the Lessor
hereby leases the Units to the Lessee upon the following
terméiand conditions: |

§ 1. Net Lease. This L=zase is a net lease and
the Lessee shall not be entitled to any abatement of rent,
reduction thereof or setoff against or recoupment of rent,
includihg, but not limited to, abatements, reductions, set-
offs or recoupments due or alleged ﬁo be due by reason of
any past, péesent or future claims or counterclaims of the
Lessee against the Lessor under this Lease or under the
Security Documentation, or against~the Builder or the
Vendor or otherwise; nor, except as otherwise expressly
provided herein, snall this Lease terminate, or the respec-

tive oblicaticons of the Lessor or the Lessee he otherwise

affected, by reason of any defect in or damage to or loss

-2
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of possession or loss of use or destruction of all or any
of the Units from whatsoever cause, any liens, encumbrances
or rights of others with respect to any of the Units, the
prohibition of or other restriction against the Lessee's

use of all or any of the Units, the interference with such
use by any pefson or entity, the invalidity or unenforce-
ability or lack of due authofization of this Lease, any
insolvency ci or any bankruptcy, reorganization or similar
proceeding against the Lessee, or for any other cause whether
similar or dissimilar to the foregoing, any present or future
law.to the contrary notwithstanding, the rents-and other
amounts payable by the Leséee hereunder to continue to be
payable in all events in the manner and at the times herein
provided unless the obligation to-pay the same shall be
terminated pursuant to the express provisions of this Lease.
To the extent permitted by applicable law, the Lessee hereby
waives any and all rights which it ﬁay now have or which at
any time hereafiter may be conferred upon it, by statute or
otherwise, to terminate, cancel, quit or surrender the lease
of any of the Units except in accordance with the express
terms hereof. =Zach 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 the

Lessor for any reason whatsoever.



A
.

§ 2. Delivery and Acceptance of Units. The

Lessor hereby appoints the Lessee its agent for inspection
and acceptance of the Units pursuant to the Security Docu-
mentation. The Lessor will cause each Unit to be delivered
to the Lessee at the point or points within the United States
of America at which such Unit is delivered to the Lessor
under the Security Documentation. Upon such delivery, the
Lessee will cause an employee of the Lessee to inspect such
Unit and, if it is found to be acceptable, to accept delivery
of such Unit, and the Lessee shall execute and deliver to

the Lessor a certificate of acceptance (a "Certificate of
Acceptance") substantially in the form attached hereto as
Exhibit 1 and in accordance with the provisions of Article

3 of the Security Documentation, whereupon such Unit shall

be deemed to have been delivered to and acceptedhby the
Lessee and shall be subject thereafter to all the terms and

conditions of this Lease; provided, however, that notwith-

standing the foregoing, the delivery, inspection, acceptance
hereunder of, or the delivery of a Certificate of Acceptance
with respect to, any Unit of equipment not covered by, or
for which Lessor has no obligation of acceptance and payment
under, the Security Documentation shall be null and void and
ineffective to subject such Unit of equipment to this Lease.
§ 3. Rentals. The Lessee agrees to pay to the
Lessor, as‘rental for the Units subject to this Lease, 31

consecutive payments payable on July 15, 1977, and on each

-4 -



January 15 and July 15 thereafter. The rental payable on
July 15, 1977, for each Unit shall be in an amount equal to
the product of (a) the number of days between the date on
which the Purchase Price (used herein as defined in the
Security Documentation) of such Unit was paid to the Builder
and July 15, 1977 (excluding such date of payment but in-
cluding July 15, 1977 in such computation), times (b) 0.023973%
of the Purchase Price of such Unit. The next 30 rental pay-
ments shall each be in an amount equal to 5.608762% of the
aggregate Purchase Price of all Units then subject to this
Lease, which rate includes the fee to be paid to the Builder
in respect of all of its obligations under the Guaranty
Agreements. If there is a change beyond the control of the
Beneficiary, effective for the year 1977, in the assﬁmptions
(as set forth in § 6(b) hereéf) utilized by the Beneficiary
in originally calculating such rentals, the Lessor and the
Lessee agree that the reﬁtals payable hereunder and the Casualty
Value percentages set forth in Schedule B hereto will be ap-
propriately adjusted upward or downward so that the Benefi-
ciary's after-tax rate of return and periodic recovery of

net cash flow will be at least the same as they would have
been had there been no change in such assumptions. If there
is a decrease in the fee to be paid to the Builder in respect
of the Guaranty Agreement, the rentals payable hereunder will
be appropriately reduced to reflect such decrease to the ex-

tent that such fee is included in such rentals. Notwithstanding



|

anything to the contrary herein, the rentals and the Casualty
value percentages, as so adjusted,_shall be sufficient to
satisfy the obligations of the Lessor under the Security Doc-
umentation, regardless of any limitation of 1liability therein.

__If any of the rental payment dates referred to
above is not a business day the rental payment otherwise
payable on such date- shall be payable on the next preceding
business day. The term "business day" as used herein means
a calendar day, excluding Saturdays, Sundays and any other
day on which banking institutions in New York City are au-
thorized or obligated to remain closed.

The Lessee shall make all the payments provided

for in this Lease at such place or places as the Vendor shall
designate in writing to the Lessee, for the account of the
Lessor in care of the Vendor, with instructions to the Vendor
first, to apply such payments to satisfy the obligations of
the Lessor under the Security Documentation, and second, so
long as no event of default or event which, with the lapse
of time or the giving of notice or both, as provided for in
the Security Documentation, could constitute an event of
default under the Security Documentation shall have occurred
and be continuing, to pay any balance promptly to the Lessor
at such place as the Lessor shall specify in writing. The
Lessee agrees to make each payment provided for in this Lease
in Federal or other funds immediately‘available to the Vendor

in New York City on the date such payment is due.



§ 4. Term of Lease, The term of this Lease as

to each Unit shall begin on ths date of é=zliverv and
acceptance of such Unit hereunder and, sudject to the pro-

visions of §§ 7, 10 and 13 hereof, shall tarminate on the

o

date on which %he final payment of rent in respact thereof
.is due pursuant to § 3 heréof. Tﬁé obligztions of the
Lesses under this Lease shall survive th= axpiration of
the term of this Lease and the full paymant of all amounts
payable under this Lease. |
Notwithstanding anything to ths contrary contained

herein, all rights and obligations of the Lesseas under this

(Y

Lease and in and to the Units are subject to the rights of
the Vendor under the Security Documentaticn. If an event
of default should occur under the Security Documentation,

the Vendor may terminate this Leas®2 (or rsscind its termi-

h

nation), all as provided therein; prdvidev, nowaver, that
so long as (1) no EQent of Defauit exists nereunder and
(ii) thé Vendor is entitled to apply the ?aymentél(as
defiﬁed in the Lease Assignment) in accoziance with the

rovisions thereof, this Lease may not bes terminated and

g

the Lessee shall be entitled to the rights of possession,

~ =
nzreocs.

use and assignment provided under § 12

§ 5. Identification Marks. Tz2 Lessee will
cause each Unit to be kept numbered with the identification

number set forth in Schedule A hereto, cr in the case of
i -

o



any Unit not there listed, such identification number as
shall be set forth in any amendment or supplement hereto
extending this Lease to cover such Unit, and will keep and

maintain, plainly, distinctly, permanently and conspicuously

marked on each side of each Unit, in letters not less than

one inch in height, the words "Ownership subject to a Condi-
tional Sale Agreement fiied'under the Interstate Commerce
Act, Section 20c", or other appropriate words designated by
the Qendor; with appropriate chanées thereof and additions
thereto as from time tc'ﬁime may be.requiréd byllaw in order
to protect the Lessor's and Vendor's title to and interest

in such Unit and the rights of the Lessor under this Lease

and the rights of the Vendor under the Security Documenta-

tion., The Lessee will not place any'such Unit in operation
br exercise any control or dominion over the same until

such words shall have been so marked andlwill feplace
promptly any such markings which may be remqved, cdefaced or
destroyed. The Lessee will not change the idehtification
number of any Unit unless and until (i) a statement of new
number or numbers to be substituted therefor éhall have beén
filed with the Vendor and the Lessor and duly filed, recorded
and deposited by the‘Lessee in all public offices where this

Lease and the Security Documentation shall have been fileg,

-8=-



recorded and deposited and (ii) the Lessee shall have fur-
nished the Vendor and the Lessor an opinion of counsel to the
effect that such filing, recording and depositing has been
effected and that no other filing, recording or depositing is
required to protect the title and interest of the Vendor and
the Lessor to and in the Equipment.

Except as provided in the immediately preceding
paragraph, the Lessee will not allow the name of any person,
association or corporation to be placed on any Unit as a
designation that might be interpreted as a claim of owner-

ship; provided, however, that the Units may be lettered with

the names or initials or other insignia customarily used by
the Lessee or its affiliates.

§ 6. Tax Matters.

(a) General Tax Indemnification. The Lessee

assumes responsibility for and agrees to pay, and agrees

to protect, save, keep harmless and indemnify on an after?
tax basis the Lessor and the Beneficiary and their succes-
sors and assigns (the "Indemnifiea Persons") against all
taxes, fees and other governmental charges of any nature
whatsoever, including without limitation penalties and
interest (collectively, the "Taxes"), imposed on, incurred
by or asserted against any Indemnified Person or the
Equipment in whole or in part on account of, or with respect
to, this Lease or any of the Security Documentation or any

document referred to herein or therein and any of the



transactions éontemplated hereby or thereby or the manu-,
facture, purchase, accegtancé orf:ejection cf the Equipment‘

or any portion thereof or the ownership, delivery, nondelivefy,
leasing, re-leasing, subleasing, possession, use, operation,
maintenance, repair, condition, sgle, return or other disposition
of the Equipment or any portion therecf or any indebtedness with

respect thereto or the rentals, receipts, earnings cor gains

arising therefrom; provided, howsver, that there shall be
'no indemnification hereunder for (i) any Taxes imposeé on or
measured by any fees or compensation received by the Lessor,
and- (ii) Federal income Taxes and income or franchise Taxes
imposed on the Beneficiary or its.successors and assigns by
any jurisdiction in which the Beneficiary or its successors
and assiéns.has an office, except to the extent that
indemnification is provicded for in subsection (b) of this

§ 6. The Lessee shall vay all Taxes for which it assumes
liability hereunder when such Taxes are due and will indemnify
each-Indemnified Person to the extent required by this sub-
section (&)’ within ten days after receipt of a written
request by such Indemnified Person for indémn;fication
specifving the amount to be paid, the basis on which such
amount was determined and the nature of the Tax in gquestion;

provicded, however, that if any Tax is being contested under

the following paragraph, any payment shall be at the time °

provided in such paragraph.

-10~



If any taring auchority shall assert liability for
any Tax or propose an increase in the liability of any Indem-
nified Person fof any such Tax (such assertion or such pro-
posed increase being hereinafter called a “Claim"), indemni-
fication for which would be required hereunder, the Indemni-
fied Person will notify the Lessee within a reasonable time
of such Claim in writing. If the Lessee delivers to such
Indemnified Perscn written notice of its desire to contest
such Claim within 30 days after receipt of notice from such
Indemnified Person, such Claim will be contested in accordance
with this paragraph. The Indemnified Pe;son shall have the
exclusive right to cenduct the contest unless such right is

waived in writing, in which event the contest and all prepa-

‘rations therefor shall be the sole responsibility of the

Lessee and, in either case, shall be conducted entirely at

its expense. Such Indemnified Person will cooperate with

any reasonable request made by the Lessee in connection

therewith; provided, however, that such Indemnified Person
may in its sole discretion determine in what court or other
forum such contest will be conducted and whether such contest
will proce=d by payment of the Tax in contemplation of a éuit
for refund and such Incdemnified Person shall not be require
to take any acticn pursuant to this paracgraph unless and
uﬁtil'the Lesses snall haQe agreed to indemnify such Indemni-

fied Person in a manner satisfactory tc such Indemnified

Person for any liability or loss which such Indemnified

-11~



Person may incur as a result of contesting the wvalidity of
any Claim and shall have agreed to pay such Indemnified
Person on demand all costs and expenses which such Indemni-
fied Person may incur in connection with contesting such
Claim (including fees and disbufsements of counsel). If in
any such contest the decision is made to pay the Tax and
sue for a refund, the Lessee will advance to such Indemni-
fied Person on an interest-free basis sufficient funds to
pay the Tax which is to be contested. Upon receipt by any
Indemnified Person of a refund of any Tax paid by the Lessee
pursuant to this paragraph, the amount of such refund and
any interest paid to such Indemnified Person with respect
thereto shall be paid to the Lessee forthwith upon receipt

by such Indemnified Person.

The Lessee covenants and agrees to pay all
amounts due under this subsection (a) free of any Taxes
and to indemnify each Indemnified Person against any Taxes
imposed by reason of any payment made by the Lessee so
that the Indemnified Person to whom or for whose benefit
the payment is made shall receive an amount which, net
of any Taxes or other charges required to be paid by such
Indemnified Person in respect thereof, shall be equal

to the amount of payment otherwise required hereunder.

-12-
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(b) Indemnity for Federal and Other Income Tax

Benefits.

(1) The Lease is being entered into on the assump-
tions that the Federal rate of tax on taxable income of cor-
porations in excess of $50,000 during the year 1977 is 48%
and that the Beneficiaries, as the beneficial owners of the
Equipment for Federal jncome tax purposes, shall be entitled
to their proportionate shares of such deductions, credits and
ofher benefits as are provided by the Internal Revenue Code
of 1954, as amended (the "Code"), and state and local taxing
statutes to an owner of property, including, without limita-
tion, (i) deductions for depreciation with respect to the

entire Purchase Price of the Equipment and the Transaction

e U Al e

Expenses utilizing the modified half-year convention computed
on the basis of the double-declining balance method of depre-
ciation authorized by section 167 (b) (2) of the Code, switching
to the sum-of-the-year digits method of depreciation authorized
by section 167 (b) (3) of the Code, when most beneficial to the
Beneficiaries and without obtaining the prior consent of the
Commissioner of Internal Revenue, over an asset depreciation
period of 12 years, and to a net salvage value of zero after
the reduction permitted by section 167(f) (1) of the Code (the
"ADR Deductions"), (ii) deductions for interest with respect

to the Conditional Sale Indebtedness as authorized by section
163 of the Code (the "Interest Deductions") and (iii) investment
credit pursuant to section 38 of the Code for "new section 38

property" equal to 10% of the Purchase Price of the Equipment

-13-
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and
Credit").

(2) The Lessee agrees that neither it nor aﬁy
corporation controlled by it, in control of it, or under
common control with it, directly or indirectly, will at
any time take any action or file any returns or other
documents inconsistent with the foregoing and that the
Lessee and any corporation controlled by it, in control
of it or under common control with it, directly or in-
directly, will file such returns, take such actions and
execute such documents as may be reasonable and necessary
to facilitate accomplishments of the intent thereof.

(3) The Lessee agrees to maintain sufficient
records to verify the amount of income and deductions in
respect of each unit of Equipment allocable to sources
within and without the United States and within domestic
state and local taxing jurisdictions. The Lessee agrees
to give the Beneficiaries, within 90 days after request
therefor, written notice describing the amount of use of
the Equipment within and without the United States and
within domestic state and local taxing jurisdictions and
specifying in reasonable detail the basis on which such
allocations were made, if such information is required
in connection with the preparation of the Beneficiaries'
domestic state and local tax. returns or in connection
with an audit by the Internal Revenue Service of the

tax returns of any one of the Beneficiaries.

the Transaction Expensesﬂ( he "Investment 7$l



(4) If under any circumstances or for any reason
whatsoever, a Beneficiary shail not have, shall lose the
right to claim (including a good faith determination based
upon the advicze of téx_counsel of General Electric Company
that such claim is not allowable), shall suffer a disallow-

ance of or be required to recapture éll or any portion of
its proportiénate share of the ADR Deductions or the Invest-
ment Credit, or if a Beneficiary, in computing its taxable
income for Fedéral income tax purpcses, shall not have,
shall lose the richt to claim (including a good faith

déterminaticn based upon advice of tax counsel of General

Electric Company 'that such claim is not allowable), shall

-15-



suffer a disallowance of or iie required to recapture an .
amount of foreign tax.credit thatrwould have been allowable
to such Beneficiary if fhe Beneficiary had not participated
in the transactions contemplated by this Lease (thé "Foreign
Tax Credit") (any such event being hereinafter called a
"Loss"), theh the Lessee shall paf to such Beneficiary such
amount or, from time to éime, such amounts which, after
deduction of all taxes required to be paid by such Bane-
ficiary in respect of the receipt of such amounts under the
laws of anf Feceral, state, local or foreign government or
taxing authority, shall be equal to the sum of the aggregate
additional Féderal, state or local_;ncome taxes éayable by
sﬁch Beneficiary from time’to time as a result of any such
Loss. If, as a resul% of a Loss, the aggfegate Federal
income taxes paid by a Beneficiary for any taxable year
shall be less than the amount of such taxes which would

have beeh payable by such Beneficiary had no such Loss
occurréd, then such Beneficiary shall pay the Lessee the
amount of such difference in taxes, plus any additional

tax benefits realized by such Beneficiary as the result of

such payment; provided, however, that such Beneficiary

shall not be obligated to make any payment pursuant to

this sentence to the extent that the amount of such pay-

.

ment would exceed (x) the amount of all prior payments by
‘ .

-16-



the Leusscee to such Beneficiary pursuant to this subscction
(b) in respect oi a Loss, less (y) the amount of all prior
payments by such Beneficiary-to the Lessce hercunder. The

amount pavanle Lo such Beneficlary pursuant to this para-

graph shall be §aid within 30 days after receipt of a writ-
ten demand therefor from such Beneficiary accompanied by a
written statement describing in reasonable detail such Loss
and the computation of the amount so payable (but not prior
to the earlier of (i) the filing of a return or the accept-
ance of an audit report in which such Loss is reflected or
(ii) the payment of additional tax which becomes due as the
result of the Loss and, in the case of amounts which are
being contested in accordance with subsection {(d), not

prior to the time provided in such subsection (d)). Any
payment due to the Leésce from a Benefilciary pursuant to
this paragraph shall be paid within 30 days after such
Bencficiary realizes any such savings in its Federal income
taxes or additional tax benefits, as the‘case may be.
(5) Notwithstanding anvthing to the contrary
sct forth hereinabove, no amounﬁ shall be payable to a
Bencficiary as an indemnity hercunder in respect of any
Loss to the extent that such Loss is due solely to the
occﬁrrcncc of any of the followin§ cvaents:
' (1) a voluntary transfer or other

voluntary Jdisposition by a Beneficiary of

-17~



any interest in the Equipment or in or under the
Trust -Agreement without the consent of the Lessee,
unless an Event of Default shall have occurfed and
be continuing;

(ii) the failure of the Beneficiaries or
the tax partnership created by the Trust Agreement
to timely and properly claim the Investment Credit
or the ADR Deductions as determined by the Benefi-
ciaries;

(iii) the failure of the Beneficiaries to have
sufficient liability for Federal income tax against
which to credit such Investment Credit or the Foreign
Tax Credit or to have sufficient income to benefit
from the ADR Deduction or the Interest Deduction, as
the case may be; k

(iv) a Casualty Occurrence if the Lessee
shall have paid the Casualty Value as adjusted
by the applicable percentage set forth in Item II
of Schedule B of the Lease pursuant to §7 of the
Lease;

(v) changés in law which do not take
effect in 1977; and

(vi) any acts or omissions of the Beneficiaries
or the Lessor inconsistent with the transactions con-

templated hereby.

=18~



(é)- Indemnity for Improvements.

S e e e e

If at any time a

Beneficiér& dete;mines éﬁat it is requiréd L
by the Internal Revenue Serviée to include in its gross

incéme an amount in respect of any improvement or addition !
made to the Equipment by the Lessee.("Capital Expenditures“i,
then the Lessee shall pay to such:Bcneficiary, as an

indemnity, such amount or amounts which), éfﬁer deduction of
all taxes required to be paid by such Beneficiary in respect
of the raceipt of such amounts under the laws of any Federal,
state, loéai or foreign taxing authorityv, shall be equal to
_the sum of the aggregate additional Federal, state, local or
foreign income taxes‘payable by such Beneficiarf from time

to time as a result of such'Capital'Expenditures plus the )
anount of any interest, penalties or additions to tax pay-
able as a result of a;y such Capital Expenditures. If as

a result of any such Capital Expenditures the aggregate
Federal, state, local or foreign incomz taxes paid by such
Bénefiéiary for any taxable year shall be less than the

amount of such taxes which w0uld have bezen payable by such
Beneficiary had no such Capital Expenditures been mdde, then
such Beneficiarxy shall pay the Lessee the amount of such
savings in taxes plﬁs any addipional.tax benefits realized

by such Benceficiary as the result of such payment; provided,
héwever, that such Bencficiary shall not be obiiéated to

[}

make any payment pursuant to this sentence to the extent
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that the awmount of such payment would cxceed (x) the amount
of all vrior payments by the Lessee pursuant to this sub—.
section'(c) in respect of any Cap;tal Expenditures less (y)
the amount of all prior payments by such Beneficiary here-
under. ‘The amount pavable to a Beneficlary pursuant to
this subscction (c) shall be paid within thirty days after
receipt of the written.demand therefor from such Beneficiary
accompanied by a written statement describing in reasonable
detail such inclusion and the computation of the amount so
payable (but not prior to payment df the additional Federal,
state, local or foreign income tax which becomes due as a re-
sult of said inclusion and, in the case of amounts which are
being contested in accordance with subsection (d), not prior
to the time provided in sucﬁ subsection (d)). Any payment
due to the Lessee pursuant to subsection (c¢) shall be paid
within thirty days after a Beneficiary realizes any such

savings in 1its income taxes or additional tax benefits,

as the case may be.

(d) Contests.

(ii If the Internal Revenue Service shali propose
an adjustment in the Federal incomc taxes of a Beneficiary
for which the Lessce would be required to indemnify such
Beneficiary pursuant to subsecLion Uﬁ and the amount of

the indemnity which the Lessce would be required to pay

would excced $100,000. then if reguested by the Lessce in

-20-
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a timely written request, such Beneficiary shall request an
opinion of counsel selected by such Beneficiary and approved

by the Lessee as to whether the basis in law and in fact in

favor of-allowance of the item proposed to be adjusted outweighs

the basis in law and in fact to the contrary. If the opinion is

to that effect and if the Lessee promptly requests such Beneficiary

to do so, such Beneficiary shall contest the proposed

o
(87

justment provided, however, that such Zzneficiary shall
J L

-

determine in its sole discretion the nature of all action
to be taken to contest such proposed adjustment including:
(i) whether any action to contest such pzooosed adjustment
shall initially be by way of judicial or administrative
oroceedings, or both, (i1i) whether any such proposed
adjustment shall be contestcd by resisting payment thereof
or by pa}ing the same and seeking a reifund thereof, and
(1ii) if suqh Beneficiary shall undertzx2 judicial action
with respect to such proposed adjustment, tae court or
other judicial body before which su;h aczion shall be

commenced. Such Beneficiary shall have Zull control over

any contest pursuant to this subsection (&) and shall not

to take the action set forth in this suisaction {d), such
Béneficiary may decline to take any such action with respect

to all or any poition of a proposed adjusiment by notifving
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the Lessce in writing that Lhc Lessec is relievad c its

obligation to 1ndgmn1£y such Bencf1¢1dry with raspect to°

ot

he adjustment or such portion, as the case mgy Se.

(2) A Beneficiary shall not be requiz=d o take

. eny action pursuant to this subs cctlon (d) unlsss and until |
tne Lessee shall have agreed to indemnify such Z=neficiery
in a2 manner rearonably satlsfactory to such Bensiicieary

for any liability or loss which the Lessor may Incur as a

- -

rasult of contesting the validity of any propossz =2 adjust-
rent and shgll have agreed to pay the Lessor o=n iehani all
costs and exgenses. which such Beneficiary may Inczur iﬁ
connection with contestlng such proposed adjus_mant finclud-

‘ing fees and disbursements of counsel). If such Bene-

ficiarv determines to contest any adjustment b

')

.
oy » e
aving the

acditional tax and suing for a refund, the Lessss szzll
have paid to such Beneficiary an amount eqgual =o ths sunm

n
m
o
fy

on an after-tax basis of any tax, interest, penzitisz

H-
.

acad ons to tax which are required to be paid. Upecn

joh
&

W
¥
¢t

rec by a Beneficiary of a refund of any amsunts cail

£

..,
o}

ased on the adjustment in respect of which amounts

o

A
L%

|

it shall have been paid an equivalent amount k= the Lessee,
such BClelClar) shall pay to the Lessce the amzunt of

such refund toygether with any interest receivel =y It con

such arount.. The Lessce shall be obligated to zzv to such

Beneficiary the amount specified in subsection (b) promptly
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after such Beneficiary has taken all the action that it has
agreed in this Section to take.

(e) Definition of Beneficiary. For purposes of

this § 6, the terms "Beneficiary” and "Beneficiaries" shall
.includé either or both of the corporzations constitutihg <
the Beneficiary, as the context requires, and shall also include
any member of én affiliated group, within the meaning of section
1504 of the Code, of which any Beneficiary‘is, or may become,

a member if consolidated returns are filea for such affiliated

group for Federal income tax purposes.

(f) Survival of Indemnitias. The liability of

the'Léssee to make inéemnification payments pursuant to

tbis § 6 éhall, notwithstanaing any axpiration or termination
of this Lease, continue to exist until such indemniﬁyfpay-
ments are made by.the Lessee. -All'indemnity payments heréunder
shall be made directly to the Beneficiary entitled to indem-

nification.
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§ 7. Maintenance; Casualty Occurrences; Insurance.

‘Tﬁe Lessee at its own expense will maintain and service each
Unit and comply with a preventive maintenance schedule
consistent with the Builder's preventive maintenance

schedules and which will include testing, repair and over-
haul of each Unit so that at all times and from time to time
each Unit shall be in as good operating condition as when
delivered (ordinary wear and tear excepted), in compliance
with any and all applicable laws and regulations, and desirable
to and suitable for immeditate purchase or lease and use by a
Class I line-haul Railroad (not then or prospectively a
debtor in any insolvency or reorganization proceedings)

in the event of resale or re-lease upon default by the Lessee.
In no event shall any Unit be maintained or scheduled for
maintenance on a basis less frequent than the maintenance

or maintenance scheduling basis employed as of the date hereof
by the Lessee for similar equipment. No later than the last
business day of February and August of each year, commencing
in February 1978, the Lessee will furnish the Lessor with a
certificate (to be designated "Maintenance Certificate A") of
a qualified enginéer satisfactory to the Lessor (i) setting
forth the identification numbers of all Units which have been

maintained in compliance with this § 7 and certifying that all
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such Unitszhave.been so maintained, and (ii) setting

forth the identification numbers of all Units which have
not been so maintained and setting forth the estimated
cost required with respect to each such Unit in order to

- comply with the maintenadce reguirements of this § 7 as

to each such Unit. No later than the last business day

in April and October of each year, commencing in April
1978, the Lessee will furnish the Lessor with a certificate
(t& be designated "Maintenance Certificate B") of a QUéli-
fied enginéer satisfactory to the Lessor setting forth the
nunoer of eéch Unit (thé identification number of which
ﬁés'been specified pursuant to clause (ii) of the preceding
sentence in Maintenance Certifica;é A) (i) which has been
maintained in compliance with the requirements of this § 7
as of the date of delivery of such certificate and certi-
fying'that all such Units have been'so maintained, and (ii)
which has not been so maintained. The Lessee and the
Lessor have entered into a Maintenance Agreement (the
"Maintenance Agreement"), dated as of the date hereof, with
respect to thé obligations of 'the Lassee in the event that

the Lessee does not comply with the provisions of this

§ 7.
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The Lessee, at its own cost and expeﬁse, may‘frbm
time to time make such other additions, modifications and
improveﬁents to the Units cduring the term of this Lease as -
are readily'rémovable without causing material damage to
the Units (andldo not adversely and materially affect the
value of the Units). Thée additions, modifications and
improvements made by the Lessee under the preceding sentence
shall be ovmed by the Lessee, except to the extent such
aaditipns, moéifications or improvement; are made in order
to éomply with the following sentence. Any and all parts
installed on and additions and replacements made to any
"Unit (i) which are not readily removable without causing
material damage to su;h Unit and wers installed or were
added to such Unit in contravention of its agreements con-
tained hereinabove, {ii) the cost of which is included in
tﬁe Purchase Price of such Unit, (iii) in the course of or-
dihary maintenaﬁce of the Units or (iv) which are required
for the opeéation or use of such Unit by the interchange
rules of the Association of American Railroads or by the.
regulations of the Interstate Commerce Commission, the United
States Department of Transportation or any other.applica—

ble regulatory body, shall constitute accessions to such Unit
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and full ownership thereof free from any lien, charge,
security interest or encumbrance (except for those created
by the Security Documentation) shall immediately be vested
in the Lessor and the Vendor as their respective interests
may appear in the Unit itself.

In the event that any Unit shall be or become
worn out, lost, stolen, destroyed, or irreparably damaged,
from any cause whatsoever, returned to the Builder pursuant

to any patent indemnity provision of thé Security Docu-
mentation, or taken or requisitioned Sf condemnation or
otherwise by, the United States Government for a period which
shall exceéd the then remaining term of this Lease, or by

any other government or governmental entity resulting in loss

of possession by the Lessee for a period of 90 consecutive days,
or if there is a default under Section 2 of the Maintenance
Agreement (such occurrences being hereinafter called

"Casualty Occurrences") prior to the return of such Unit

in the manner set forth in § 14 hereof, the Lessee shall
promptly (but in any event within 30 days after such Casualty
Occurrence) and fully notify the Lessor, the Beneficiary and

the Vendor with respect thereto. On the earlier of the sixtieth
‘day following the date of such notice or the rental payment date
next succeeding the date of such notice the Lessee shall pay

to the Lessor an amount equal to the rental payment or payments

in respect of such Unit accrued to or due and payable on the
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‘date on which such Casualty Value is paid, plus en amount
equal to the Casualty Value (as hereinafter_defﬁ:ad) of

such Unit as of the rental payment date next precading the

48

date of the Casualty Occurrence. ppon'the makirz oZ such oo
payment by ‘the Lessee in respect of any'Unit, tmz rentzl

for such Unit-shall cease to accrue, the term oI this

Lease as to such Unit shallvtermiﬁate and (exqe;: in the

case of the loss, theft, complete destruction or return

to ths Buiider of such Unit) the Lessor shall h2 entitled

to recover ooésession of such Unit. The Lessor merebr |
apDOLnus the Lcssee its agent to dlspose of any
suffering a Qasualty Occurrence Or any componernt thersof,
-at the best price obtalnable on an "“as is, whers is" >asis.
Providad that th° Lagsee has prevmously paid t== Castzlty
Valuz to the Lessor, the Lessee shall be entitizd to the
proceeds of such sale to the extent they do no: =xcz2ei the

Casualty Value of such Unit, and shall pay anv =xcess to

the Lessoz. The Lessee shall be entitled to crzdit zgainst
the Casualty Value payable in respect of any U=z returned
to the Builder pursuant to any patent indemnity drovision

of the Security Documcntatlon an amount equal to any satent

indemnity payment in respect of the Purchase Dr:ce 0f such Unit
by the Builder to the Vendor in respect theracs unés- the

v . ' ~
Security Documentation.



The Casualty Value of each Unit as of any rental
payment date shall be an amount equal to that pércentage
of the Purchase Price of such Unit as is set forth in
Schedule B hereto opposite such date reduced by any
.Investment Credit to the ektent such Investment Credit is
included in. such percentage andé is not subject to recapture.

Whenever any Unit shall suffer a Casualt& Oc-
cﬁrfence after the final payment of rent in respect thereof
is due pursuant to § 3 or § 13 hereof and before such Unit shall
have been returned in the manner provided in § 14 hereéf,
the Lessee shall promptly (as provided above) and fully
notify the Lessor with respect thefeto and pay to the Lessor
an amount egual to the Casualty Value of such Unit, which
shall be an amount egual to 20% of the Purchase Price of
such Unit, except.thét if the term of this Leasé shall
have been extended pursuant to § 13, then the applicable
Casualty Value shail be determined from a schedule agreed
upon by.the Lessor and the Lessee. Upon the making of any
such payment bj the Lessee in respect of any Unit (except
in the case of the loss, theft or complete‘destruction of
such Unit),.the Lessor shall be entitled fo recover pos-
session of such Unit. The Lessor hereby appoints the
Lessee its agent to dispose of ény Unit suiffering a Casualty
Occurrence or any component thereof, at the best pPrice

obtainable on aa "as is, where isf ba;is. Provided that the



Lesse= has orev1ously paid ‘the Casualty.Value to th2 Lessor,; "

the Lessee shall be ent}tled to the proceeds of such sale

to the extent'sheyldo not exceed the Casualty Valuz of such

Unit, and shall pay‘ahy excess to the Lessor.~. . } .
In the event of the_requLSLtlon (other tzan =z N

reguisition which constltutes a Casualty Occurren Zor

use by the United States Government Or any other_govavnnant

or governmental entity (collectivelf, the "deernment“)

of any Unit during the term of this Lease or any renewal
thereof, all of the Lessee s obllgatlons (lncludlnc without

limitation the obllgatlon to pay rent) under thlS l=ase

with respect to such Unit shall contlnue to the saz=2 extent
as-if such recuisition had not occurred, except that 12
such Unit¢ is returned by the Government at any tize aiter
the end of the term of thiS'iease or any‘renewal thersof,
the Lessee shzall be obligated to return such ﬁnit T2 the
Lessor pursuant to § 11 or 14 hereof, as the case :ay-be,A
prcmaelv upon such return by the Government ratne Than

at the end of the term of this Lease or any renewal thereof,

but the Lessee shall in all other respects comply with the

(l

.

provisions of said § 11 or 14, as the case‘'may be, wizh

-

respect to such Unit. All pdyments received by ths Lassor

or the Lessee from the Government for the use of such

()

nit during the term of this Lease or any renewal therzeof.

shall be paid over to, or retained by, the Lessee ::ovided
i . : E

no Event of Default (or other event which with ths civing



of notice or the lapse of time or both would become an
Event of Default) shall have occurred and be continuing;
and all payments received by the Lessor or the Lessee from
the Government for the use of such Unit after the term of
this Lease or any renewal thereof, shall be paid over to,
or retained by, the Lessor. ’

Except as hereinabove in this § 7 provided, the
Lessee shall not be released from its obligations hereunder
in the event of, and shall bear the risk of, any Casualty
Occurrence to any Unit from and after delivery and acceptance
thereof by the Lessee hereunder.

The Lessee will, at all times prior to the return
of the Equipment to the Lessor, at its own expense, cause
to be carried and maintained casualty insurance and public
liability insurance in respect of the Units at the time
subject hereto, against such risks, in such amounts and on
such terms and conditions as are sétisfactory to the Lessor,
and, in any event, comparable in amounts and against risks
customarily insured against by the Lessee in respect of
similar equipment owned by it but in no event shall such
coverage be for amounts or against risks less than the pru-
dent industry standard for Class I line-haul railroads.
If the Casualty Value at any given time is less than what

the deductible would be under the foregoing standard, then

no insurance need be carried.
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All policies with respect to such insurance shall name the
Lessor, the Beneficiary and the Vendor as additional named
insureds and loss payees, as their interests may appear,
shall provide for at least 30 days' prior written notice

by the insurance carrier (and the Lessee shall provide at
least 30 days' prior written notice) to the Lessor, the
Beneficiary and the Vendor in the event of cancellation,
expiration or amendment, shall include waivers by the insurer
of all claims for premiums against the Lessor, the Beneficiary
and the Vendor and shall provide that losses are payable not-
withstanding any act of negligence of the Lessee, the Lessor,
the Beneficiary or the Vendor, more hazardous use or occupa-
tion of the Equipment than that permitted by such policies,
any breach or violation by the Lessee, the Lessor, the Bene-
ficiary or the Vendor of any warranties, declarations, con-
ditions or other provisions contained in such policies or
foreclosure, notice of sale or other proceedings in respect
of the Equipment or any change in the title to or ownership
of any of the Equipment. Each such insurance policy shall
expressly provide that all of the provisions thereof except
the limits of liability (which shall be applicable to all
insureds as a group) and liability for premiums (which

shall be solely a liability of the Lessee) shall operate
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in the same manner as if they were a separate policy covering
each insured and shall be primary without right of contri-
bution from any insurance carried by the Lessor, the Bene-
ficiary or the Vendor. The Lessee shall, not later than

July 31, 1977 and on June 15 of each year thereafter, furnish
to the Lessor and the Vendor a certificate of an independent
insurance broker acceptable to the Lessor evidencing the
maintenance of the insurance required hereunder and shall
furnish certificates evidencing renewal 15 days prior to

the expiration date of such policy or policies. In the

event that the Lessee shall fail to maintain insurance

as herein provided, the Vendor or the Beneficiary may at

~its option on five business days' prior written notice

to Lessee provide such insurance (giving the Lessee prompt
written notice thereof) and, in such event, the Lessee

shall, upon demand from time to time, reimburse the Vendor or
the Beneficiary, as the case may be, for the cost thereof to-
gether with interest on the amount of such cost from the date
of payment thereof at an annual rate of 10-1/2%. If the Lessor
shall receive any insurance proceeds or condemnation payments
in respect of a Unit suffering a Casualty Occurrence, the

Lessor shall, subject to the Lessee's having made payment of
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_the Casualty Value in respect of such Unit, pay such proceeds
or condémnatibn payments to the Lessee up to an amount egual

to the Casualty Value with respect to a Unit paid by the Lessee
‘and any balance of such'proceeds or condemnation payments shall
remain the property of the Lessor. All insurance proceeds. re-
ceived by the Lessor in réspect of anlenit not suffering a
Casualty Occurrence shall be paid to the Lessee upon proof
satisfactory to the Léssor that any damage to such Unit in re-
spect of which such proceeds were paid has been fully.repaired.

§ 8. Reports ané Notifications. On or before April

30 in each year, commencing with the calendar year 1878, the
Lessée'wiil furnisﬁ to the Lessor and the Vendor (i) a certifi-
cate signed by the Chief Executive Officer, Chief Operating
6fficer or Vice President of Operations or the Chief Mechanical'
Officer‘of the Lesses (a) setting forth as at the precedin§ De-
cember 31 the amount, description and numbers of all Units then
leased hereunder and covered by the Security Documentation, the
amount, description and numbers of all Units that have suffered
a Caéualty Occurrence during the preceding calendar year or are
then undergoing repairs (other than running repairs) or then
withdrawn frqm use pending such repairs (6th¢r than running re-
pairs) and suéh other information ;egarding the condition and
state of repair of the Units as the Lessor or the Vendor may
reasonably request, (b) stating that, in the“;ase of all Units
repéinted or repaired during the period co&ered by such state-
ment, the numbers and markinés required by § 5 hereof and by

the Security Documentation have‘been.preserved or replaced;

~-34-



and (ii) a cértificate signed by the President_or the senior
financial offiéer, any Vice President; or any. Assistant-
.Treasurer of the Lessee. stating that he has reviewed the
activities of the Lessee during such vear and that to the
best of his knowledge the Lessee during such year has kepé,
observed, pepformed andAfulfilled each and every covenant,
obligation and condition contained in this Lease, or if an
Event of Default (as hereinafter definéd) shall exist or if
an event has occurred and is continuing which, with the giving
of notice or the passage of time or both, wouldrconstitute
an Event of Default, specifying such Event of Default and
ali such events and the nature and status thereof. The
ZLessor, at it% sole cost ahd expense, shall have the right
by its agents to.inspect the Units and the Lessee's records
with respect thereto at such reasonable times as the Lessor
;ﬁay request during the continuance of this Lease.

In addition to the foregoing, the Lessee shall
prométly notify the Lessor and the‘Vendor’of any occurrence
éf an Event of Default or an event which with the giving of
notice or the passage of time or both, would constitute an
Event of Default, specifying such Event of Default and all
such events and the nature and status thereof.

§ 9. Disclaimer of Warranties; Compliance with

.

Laws and Rules; Indemnification. THE LESSOR MAKES NO WAR-

RANTY OR REPRESENTATION, EITHER EXPRESS OR IMPLIED, AS TO

THE DESIGN OR CONDITION OF, OR AS TO THE QUALITY OF THEZ

.
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MATERIAL, EQUIPMENT OR WORXMANSHIP IN, THE UNITS DELIVERED
TO THE iESSEE HEREUNDER, AND THE LESSOR MAKES .NO WARRANTY
OF MERCHANTABILiTY OR FITNESS OF ZEE UNITS FOR ANY PARTI-
CULAR PURPOSE OR AS TO TITLE TO THE UNITS OR ANY COMPONENT
'THEREQOF, OR AS TO THE LESSEE'S RIGHT TO QUIET ENJOYMENT
THEREOF ‘(EXCEP.T' AS TO ACTS OF THE LESSOR), OR ANY OTHER
REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, WITH REf
SPECT TO ANY UNIT, EITHER UPON DELIVERY THEREOF TO THE LES-
SEE OR OTHERWISE, it being agreed thét all such risks, as
between the Lessor and the Lessee, are to be borne by tﬁe
Lessee; but the Lessor‘hereby irrevocably'appoints and
constitutes thne Leséee its ééent and.éttorney—in—fact dur-
iﬁg the term of this Lease to assert and enforce from time
to time, in the name of and for the accoﬁnt of the Lessor
and/or the Lessee, as théir interests may appear, at the
Lessée's sole cost and expense, whatever claims and rights
the Lessor may have against the Builder under the provisions
of Items 3 and 4 of Annex A to the Security Documentation;

provided, however, that if at any time an Event of Default

shall have occurred andé be continuing, the Lessor may as-
sert and enforce, at the Lessee's sole cost and expense,
such claims and rights. The Lessor shall have no respon-
sibility or liability to the Lessee or any other person
with fespeét to'any of the following: (i) ény liability,
loss or damage caused or élleged to bé caused directly

or indirectly by any Units or by any inadequacy thereof
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or deficiency or defect therein or by any other circum-
stances in connection therewith;i(ii) the use, operation

or performance of any Units or any risks relating thereto;
(iii) any in:erruption'of service, loss of business or
anticipated profits or consequential damages; or (iv) the
delivery, operation, §ubleasing,'servicing, maintenance, re-
pair, improvement or replacement of any Units. The Lessee's
delivery of a Certificate of Accéptance shall te conclu-
sive evidence as between the Lessee and the Lessor that

‘the Units described therein are in all the foregoing re- -
Spedts satisfactory to the Lessee, and the Lessee will not
assert any claim of any nature whatscever against the Lessor
based on any of the forégoing matters.

The Lessee agrees, for the benefit of the Lessor'
and the Vendor, to comply in.al; respects {(including without
limitation, with respect to the use, maintenance and opera-
tion of each ﬁnit) with all applicable laws of the jurisdic-
tions in which its operations involving the Units may extend,
with the interchanée rules of ‘the Association of American
Railroads, if applicable, and with all lawful rules of the

JUnited States Department of Transportation, the Interstate

2

Commerce Commission and any other legislative, executive,
L}
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administrative or judiéiél bédy exercising any power or
jurisdiction over the Uni;s, to the extent that such

iaws and rules affect the title, operation or use of

- the Units, and in the event that, prior to the expiration
of this Lease or any ;enewal thereof, such laws or rules
require any alteration, replacement, addition or modifi-

cation of or to any part on any Unit, the Lessee will

conform therewith at its Own expense; provided, howevérJ
that the Lessee may at its own expense, in good faith,
contest the validity or applicatiod of any such law or
rule in any reascnable ranner which does.not, in the
opinion of the Lessor, the Beneficiary or the Vendor,
adverself affect the propertv or riéhts of the Lessor,
the Beneficiary or the Vendor under this Lease or under
the Security Documentation. The Lessee, at its own
cost and expense, may furnish other additions, modifi-
cations and improvemeﬁts to the Units\during the term
of this Lease provided tﬁat such additions, modifica-
tions and improvements are readily remqvabie without
causing material damage to the Unit;., The additions,
modifications and improvements made by the Lessee under
the preceding sentence shall be owned by the Lessee.

The Lessee agrees to indemnify, protect and hold

harmless the Lessor, the Beneficiary and the Vendor from
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and against all losses, damages, injuries, liabilities,
claims (including without limitation claims for strict'
iiability in tort) and demands whatsoever, regardless of
the caﬁse thereof, and expenses in connection therewith,
including, but not limited to, counsel fees and expenses,
patent liabilities, pesalties and ;nterest, arising out

of or as the result of the entering into or the performance
of or éhe occurrence cf a default, an event of default

or an Event of Default under the Security Documenta-

~tion, this_Lease, or any sublease entered into pursuant

to §'i2 hereof, the ownership of any Uni&, the manufacture,
ordering, acquisition, use, operation, condition, purchase,
sublease, delivery, non-delivery, acceptance, rejection,
étorage or return:of any Unit or aﬁy accident in connection
with the operation, use, condition, possession, storage,
sale or other disposition or return of any Unit result-

ing in damage to 9roperty or injury or death to any

person, except as otherwise provided in § 14 hereof,

or the trangfer of title to the Equipﬁent by the Vendor
pursuaht to any provision of the Security Documenta-

tion;. provided, however, that the foregoing indemni-

fication shall not apply to any failure to pay the
principal of cr interest on the Conditional Sale Indebted-
ness (as defined in the Security Documentation) or con-

stitute a guaranty of the residual value of the Units.
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The Lessee shall not be released from its obliga-
tions hereunder in the event of any damage to or the
destruction or loss of any or all of the Units of Equip-
ment.

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

§ 10. Default. If, during the continuance of
this Lease, one or more of the following events (each such
event being herein sometimes called an "Event of Default")
shall occur:

(A) default shall be made in payment of any

amount provided for in § 3, 7 or 13 hereof, and
such default shall continue for five business days:;

(B) the Lessee shall make or permit any

unauthorized assignment or transfer of this Lease,
or any interest herein, or of the right to pos-
session of the Units, or any thereof;

(C) default shall be made in the observance

or performance of any other of the covenants, con-
ditions and agreements on the part of the Lessee
contained herein (other than the covenant to maintain
the Equipment as provided in § 7 hereof), and such de-
fault shall continue for 30 days after written notice
from the Lessor or the Vendor to the Lessee specify-

ing the default and demanding that the same be remedied;

(D) a petition for reorganization under Sec-
tion 77 of the Bankruptcy Act, as now constituted
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or-as said Section 77 may hereafter be amended

or under any successor statute, shall be filed

by or against the Lessee and, unless such peti- .
tion shall have been dismissed, nullified, stayed
‘or otherwise rendered ineffective (but then only

so long as such stay shall continue in force or
such ineffectiveness shall continue), all the ob-
ligations oI the Lessee under this Lease shall

not have been and shall not continue to have keen
duly assumed in writing, pursuant to & court order
or decree, by a trustee or trustees appointed (whe-
ther or not sublect to ratification) in such pro-
ceedings in such manner tha% such obligations shall
have the same status as obligations incurred by
such trustese or trustees, within 30 days after such
appointment, if any, or 60 days afier sucn petiti-~
tion shall nave been filed, whichever shall ke .
earlier; '

(E) any other proceedings shall be commenced
by or against the Lessee for any relief which in-
cludes, or might result in, anv modification of the
obligations of the Lessee hereunder, under . anv bank-
ruptcy or insolvency laws, or laws relating to the
relief of debtors, readjustments of indepbtedness,
reorganizations, arrangements, compositions or ex-
tensions (other than a law which does not permit
any readjustments of the obligations of the Lessee
hereunder), and, unless such proceedings shall have
been dismissed, nullified, stayed or otherwise
rendered inefiective (but then only so long as such
stay shall continue in fcrce or such ineffectiveness
shall continue), all the obligations of the Lessee
under this Lease shall not have been and shall not
continue to have been duly assumed 1n writing, pur-
suant to a court order or decree, by a trustee or
trustees or receiver or receivers appointed (whether
or not subject to ratification) for the Lessese, or
or for the propertv of the Lessee, in connection
with anv such proceedings in such manner that such
obligations shall have the same status as obligations
incurred by such trustee or trustees or receiver or
receivers, within 30 days after such appointment,
if any, or 60 cays after such proceedings shall have
been commenced, whichever shall be earlier; or

(F) Section 77(3j) of the Bankruptcy Act (or
any successor provision thereto providing similar
protection and benefits for creditors of railroads)
is repealsd, not carried forward in subsequent legis-
lation or otherwise unavailable to the Lessor or the
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Vendor, and there shall then exist or thereafter be
a default under, or an event shall cccur or shall
have occurred which, with the giving of notice or
the lapse of time or both, would become a default.
under any agreement or instrument then or there-
after binding upon the Lessee or to which it then
or thereafter becomes a party or to which any of its
property is or thereafter becomes subject,

‘then, in any such case, the Lessor, at its option, may:

(a) . in the case of any Event of Default other
than pursuant to paragraph (F) above, proceed by ap-
ropriate ccurt action or actions either at law or
in eguity to enforce performance by the Lessee of
the applicable covenants of this Lease or to recover
damages for the breach thereof including net after-
tax losses of federal and state income tax benefits
to which the Lessor would otherwise be entitled under
this Lease; or '

(b) in the case of any Event of Default, by
notice in writing to the Lessee terminate this Lease,
whereupon all rights of the Lessee to the use of the
Units shall absolutely cease and terminate &s though
‘this Lease had never been made, but the Lessee shail
remain liable as herein provided; and thereuvon the
Lessor may bv its agents, subject to compliance with
all mandatory regquirements of law, enter upon tne
premises of the Lessee or other premises where any of
the Units mav be and take possession of all or any of
such Units and thenceforth hold, possess, sell, oper-
ate, lease to others and enjov the same free from any
right of the Lessee, or its successors or assigns, to
use the Units for any purposes whatever and without
any duty to account tc the Lessee for such action or
inaction or for any proceeds arising therefrom; but
the Lessor shall, nevertheless, nhave a rignt to re-
cover from the Lessee any and all amounts which under
the terms of this Lease may be then due or which may
have - accrued to the date of such termination (comput-
ing the rental for any nuiber of days less than a full
rental period by multiplying the rental for such full
rental pericd by a fraction of which the numerator is
such number of cays and the denominator is the total

. number oI days in such full rental period) and also to
’ recover forthwith from the Lessee as damages for loss
-of the bargain and not as a penalty whichever of the
following amounts the Lessor, in its sole discretion,
shall specily: (x) a sum, with respect to each Unit,
egual to (i) the excess of the present value, at the

time of such termination, of the entire unpaid balance

»
.
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of all rental for such Unit which would otherwise have
accrued hersunder from the date of such termination

to the end of the term of this Lease as to such

Unit over Ehe then preaenb value of the rental which
the Lessor reasonably estimates to be obtainable for
the Unit du ing such period, such present value to

be com putec in each case on the basis of an 8.75%

per annum discount mpounueq semiannually from the
respective cates upon which rentals would have been
pavable hereunder had this Lease not been terminated
plus (B) an amount which, after deduction of all

taxes raqu;-ea to be paid by the Lessor in respect

of the receipt thereof under the laws .of any Federal,
state or local governmv“t or taxing authority of the
United States of America or under the laws of any tax-
ing authority or governmental subdivision of a Ioreign

country, shall, in the reasonable opinion of the Lessor,

be equal to all or such portion of the Investment
Credit lost, not claimed, not available for claim,
‘disallowed or recaptured by or from the Lessor as a
direct or indirect result of the breach of one or
more of the representations, warranties and covenants
made by the Lessee in any provicion of this Lease or
the sale or other disposition of the Lessor's intez-~
est in any Unit after the occurrence of an Event of
Default, plus such sum as shall cause tne Lessor's
net return under this Lease to be equal to the net |
return that would have keen available to the Lessor
if it had been entitled to utilization of all or
such portion of the ADR Deduction and the Interest
Deduction which was lost, not claimed, not available
for claim or disallowed or recaptured in respect of
a Unit as a direct or indirect result of the breach
of one or more of the representations, warranties
and covenants made by the Lessee in any provision of
this Lease, the inaccuracv of any statement in any
letter or document furnished to the Lessor by the
Lessee, the termination of this Lease, the Lessea's
loss of the right to use such Uait, any action or
inaction bv the Lessee or the sale or other disposi-
tion of the Lessor's interest in such Unit after the
occurrsence ¢f an Event of Default plus such sum as
will pay or reimdurse the Lessor for any interest,
penalties oxr additions to tax incurred in connection
with such less, failure to claim, inability to claim,
disallowance or recapture; or (vy) an amount ecual to
the excess, if any, of the Casualty Value as of the
rental payment date on or next preceding the date of
termination over the amount the Lessor reasonadly
estimates to be the sales value of such Unit at

such time; provicded, however, that in the event the
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Lessor shall have scld any Unit, the Lessor in lieu
of collecting any amounts pavable to the Lessor by

the Lessee pursuant to the preceding clauses (x) and
(y) of this part (b) with respect to such Unit, may,
if it shall so elect, demand that the Lessee pay the
Lessor and the Lessee shall pay to the Lessor on the
date of such sale, as liquidated damacges for loss of
a bargain and not as a penalty, an amount equal to
the excess, if any, of the Casualty Value for such
Unit, as of the rental payment date on or next pre-
ceding the date of termination over the net proceeds
of such sale. :
In addition, the Lessee shall ke liable, except as other-~
wise provided above, for any and all unpaid amounts due
hereuncder before, during or after the exercise of any of
the foregoing remedies and for all reasonable attorneys'
fees and other costs and expenses incurred by reason of the
occurrence of any Event of Default or the exercise of the
Lessor's remedies with respect thereto, including all costs
-and expenses incurrxed in connection with the return of any
Unit.

The remedies in this Lease provided in favor of
the Lessor shall not be deemed exclusive, but shall be cumu-
lative and may be exercised concurrently or consecutively,
and shall be in addition to all other remedies in its favor
existing at law or in equity. The Lessee hereby waives any
mandatory recuirements of law, now or hereafter in effect,
which might limit or modify the remedies herein provided, %o

the extent that.such waiver is not, at the time in guestion,
n 4 s

prohibited by law. The Lessee hereby waives any ahd ail
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existing or future claims to any offset against the rental

payments due hereundexr, and agrees to make such payments

regardless of aﬁy offset or claim which may be.asserted

by the Lessee or on its behalf. The Lessor and the Lessee

agree that the Lesscr shall ke entitled to all rights

(such rights being fundamental to the willingness of the

Leésor to enter into the Lease) provided for in § 77(j) of

the Bankruptcy Act (as the same is presently in force or as

the substance thereof may hereafter be re-enacted) or any com-

pafable provision of any amendment thereto, or of any other

bankruptcy act, so that the Lessor shall have the right to

take possession of the Eguipment upon an Event of Default under

this Lease regardless of whether the Lessee is in reorganization.
No failure by the Lesscr po exercise, and no

delay by the Lessor iA exercising, any right, power or

privilege hereunder shall operate as a waiver thereaf,

nor shall any single or partial exercise of any right,

péwer or privilege by the Lessor preclude any other or

further exercisé'thereof, or the exercise of any other

right, power or privilege.

§ 11. Return of Units upon Default. If this

»

Lease shall terminate pursuant to § 10 hereof, the Lessee

shall forthwith deliver possession of the Units to the

Leéso;. Each Unit so delivered shall be in the same
operating condition required by § 7 hereof. For the pur-
pose of delivering possession of any Unit or Units to-

-
.
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the Lessor as above required, the.Lessee shall at its own
cost, expense and risk:

(a) forthwith ;nd in ;he usual manner {(including,
but-not by way of limitation, giving prompt tele-
graph;c and written notice to the Association of
American Railroads ané& all railroads to which any
Unit or Units have been interchanged or which may
have possession thereof to return the Unit or Units)
and at the usual speed place such Units upon such
storage"tracks of the Lessee or any of its affiliates
as the Lessor reasonably may designate;

(b} permit the Lessor to store such Units
on such tracks at the risk of the Lessee without
charge for insurance, rent of storage until such

Units have been soid, 1eaéed or otherwise dis—
posed of by the Lessor; and

(c) transport the'séme to any place on the
lines of railroad operated by the Lessee or any
6f its affiliates or to any connecting carrier
for shipment, all as directed by the Lessor.

The assembling, delivery, stof;ge, insurance and transport-
ing of the Units as:hereinbefore provided shall be at the
expense and risk of the Lessee and are of the essence of
this Lease, and upon application to any court of equity

having jurisdiction in the premises the Lessor shall be
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entitled to a decree against the Lessee requiring specific
performance of the covenants of the Lessee so to assemble,
deliver, store and transport the Units. During any stor-
age period, the Lessee will, at its own cost and expense,
maintain and keep the Equipment in good order and repair
and will permit the Lessor or any person designated by it,
including the authorized representative or representatives
of any prospective purchaser of any such Unit, to inspect
the same. All rent and per diem charges earned in respect
of the Units after the date of termination of this Lease
shall belong to the Lessor and, if received by the Lessee,
shall be promptly turned over to the Lessor. In the event
any Unit is not assembled, delivered and stored as herein-
above provided, within 60 days after such termination,
the Lessee shall, in addition, pay to the Lessor for each
day thereafter an amount equal tQ the amount, if any, by
which 0.023973 of the Purchase Price of such Unit for
each such day exceeds the actual earnings received by the
Lessor on such Unit for each such day.

Without in any way limiting the obligation of
the Lessee under the foregoing provisions of this § 11,
the Lessee hereby irrevocably appoints the Lessor as the
agent and attorney of the Lessee, with full power and au-
thority, at any time while the Lessee is obligated to de-

liver possession of any Unit to the Lessor, to demand and
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take possession of such Unit in the name and on behalf of
the Lessee from whosoever shall be in possession of such
Unit at the time.

§ 12. Assignment; Possession ané Use. This

Lease shall be assignable in whole or in part by the Les-
sor without thé consent of the Leséee, but the Lessee
shall be under no cbligation to any assignee of the Les-
sor except upon written notice of such assignment from the
Lessor. All the rights of the Lessor hereunder shall inure
- to the benefit of the Lessor's successors and assigns.

| SO0 lcng as no Event of Default exists hereuncder,
the Lessee shall be entitlea to thé possession and use of
" the Units. in accordance with the terms of this ﬁease and,
with the prior writte& consent of the Lessor and the Vendor,
which consent shall not be unreasbnably withheld, tﬁe Lesses
may sublease the Units to, or permit their use by, a user
ihcorpdratsd in the United States of America (or any state
thersof or the District of Columbia), upon railroad lines
owned or operatad by the Lessee or such user or by a rail-
road company or companies incprporated in the United
States of America (or any state thereof or the District
of Columbia), or over which the Lessee, such user, or
s&ch railroad company or companies have trackage rights

i
oxr rights for operation of their trains, and upon the
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railroad lines of connecting and other carriers in the usual
interchange of traffic or in through or run-through service,
but only upon and subject to all the terms and conditions of

this Lease; provided, however, that the Lessee shall not

sublease, use or locate or permit the sublease, use or location
of any»Uniﬁ for service involving location or use of such Unit
outside the United States of America (except for use in Canada;
provided that such sublease, use or location in Canada does
not constitute location or use of such Unit predominantly out-
side the United States of America, within the meaning of
Section 41 of the Code, during any twelve-month period) nor for
service on behalf of any person the nature of whom would
cause a loss under § 6(b) hereof. No such assignment or sub-
lease shall relieve the Lessee of its obligations hereunder
which shall be and remain those of a principal and not a surety.
The Lessee, at its own expense, will promptly pay
or discharge any and all sums claimed by any party which, if
unpaid, might become a lien, charge, security interest or
other encumbrance (other than an encumbrance created by the
Lessor or the Vendor or'resglﬁing from claims against the
tessor or the Vendor not related to the ownership of the Units)
dbbn or with respect to any Unit or the interest of the Lessor,
the Vendor or the Lessee therein, and will promptly discharge
any such lien, claim, security inferest or other encumbrance

which arises.

No;nlng‘iﬁ“thié § 12 shall be deemed to restrict the-

right of the Lessee to assign or transfer its leasehold
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interést under this Lease in the Units or possession

of the Units to any railroad corporation incorporated

under the laws of any state of the United States of America
or the District of Columbia (which shall have duly assumed
the obligations of the Lessee hereunder) into or with which
the Lessee shall have become merged or consolidated or which
shall have acquired the property of the Lessee as an entirety
or substantially as an entirety, provided that such assignee
or transferee will not, ﬁpon the effectiveness of such
merger, consolidation or acquisition, be in default under
any provision of this Lease.

§ 13. Renewal and Purchase Options; Takeout.

Provided that this Lease has not been earlier terminated
and the Lessee is not in default hereunder, the Lessee may
by written notice delivered to the Lessor not less than
six months prior to the énd of the ériginal term or any
extended term of this Lease, és the case may be, (i)

elect td extend the term of this Lease in respect of all
but not fewer than all of the Units then covered by this
Lease, for one or two additional five~year periods commenc-
ing on the scheduled expirétion.of the original term or ex-
tended term of this Lease, as the case may be, provided
that no such extended term shall extend beyond July 15,
2002, at a Fair Market Rental (as defined below) payable

in semiannual payments on January 15 and July 15 in each

year of such extended term; or (ii) after the first
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additional five-year rental period, as provided above, purchase
all but not fewer than all of the Units then subject to this

Lease, at a Fair Market Purchase Price (as defined below)

payable at the encd of such first additional rental period. .

Fair Market Rental and Fair Market Purchase Price
shall be determined on'the basis of, and shall be equél in
amount to, the cash rental for a five-year period or purchase
price, as the case may be, which would obtain in an arm's-~
length transaction between an informed and willing lessee or
purchaser and an informed and willing lessor or seller, as
the case may be; under no compulsion to lease or sell and, in
such détermination, ccsts of removal from the location of cur-
fent use shall not be a éeduction from such rental or price.
If, after 60 days from the giving of nética by the Lessee of
the Lessee's election to extend the term of this Lease or to
exercise its purchase option, the Lessor and the Lessee are
unable to agfee upon a determination cof the Fair Market.Rental
or Fair Market Purchase Price of the Units, such rental or
purchase price shall be determined based upon the opinion.of
an independent expert appraiser chosen by'and mutually accept-
able to, both ﬁhe Lessee aAd tﬁe Lessor, and the Lessor and

the Lessee agree to be bound by such determination.
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Upon payment of the purchase price of the
Equipment, the Lessee shall have no fuither liability or
obligation of an? kind whatsoever {except indemnities for
events arising or relating to the perio§ before such pur-
chase other than indemnities under § 6(b) and (é)) under or
pertaining to this Lease or other documents and agreemants
pertaining héreto, and the Lessor shall forthwith execute
and deliver to the Lessee, or to the Lessee's assignee or
nominee, a bill of sale (without warranties) for such Unit
.such as will transfer to the lLessee such title to such Unit
as the Lessor derived from the Vendor, free and clear of
all liens, security interests and other encumbrances created
by the Lessor.

Provided that this Lease has not been earlier
terminated and the Lessee is not in default'hereunder,
the parties hereto shail'usé their best efforts to cause
investors, through an investor trust gstabiished for such
purpose, to pro&ide funds sufficient to make all pay-
ments in excess of 33% of the purchase price of addi-
.tional Units of Equipment which the Lessor wishes to
acquire and lease to the Lessee pursuant to this Lease,

as it may be amended and restated in connection with
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the foregoing, and to acquire (the "Takeout") from the
Vendor all of its right, title and interest in and to
the Security Documentation, as it may be amended and
restated, in consideration of the payment by such trust,
from‘ﬁonies provided by the investors, to the Vendor of
an amount equal to the COndiﬁional'Sale Indebtedness
- (as defined in the»Security Documentaticn) in respect
of the Equipment made-subject to the Security Documenta-
tion. |

Failure of the parties hereto to execute and
deliver documentation binding on ihvestors effecting
the Takeout on terms and conditions satisfactory to
such parties‘and éuch investors shall not affect the
obligations of the parties hereunder or under the

Security Documentation.

§ 14. Return of Units upon Exviration of Term.

The Lessor intends to retain the Units for re-lease at

the cexpiration of the term of this Lease. Upon the ex~
piration of the original or any extended term of this

Lease with respect to any Unit, the Lessec wiil, at its

own cost and expense,ldeliver possession of such Unit to

the Lessor upon such storage tracks of the Lessee as the Les-

sor may designate, or, in the absence of such designation, as
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the Lessee mzy select, and permit the Lessor to store such

Unit on such tracks for a period not exceeding sixty days

th

ollowing notification to the Lessor by the Lessee that

all the Units have been assembled and delivered for storage
and transpeort the same, at any time within such sixty-day
period, to any reasonable place on the lines of railroad
operated by the Lassee, or to anyv connecting carrier for
shipment, all as directed by the Lessor, the movement and
storage of such Units to be at the expense and risk of the
Lessee (except for the insuranée required by §7 hereof which
shall be provided at Lessor's expense); and in the event that
any Unit shall suffer a Casualty Occurrence during such storage
period, the Lesseec shall pay the Lessor the Casualty Value thereof
set forth in Schedule B hereto. During any such storage period
the Lessee‘will permit the Lessor or any person designated by

it, including the authorized representative or representa-

tives of any prospective purchaser, lessee or user of

such Unit, to inspect the same; provided, however, that

the Lessee shall not be liable, except in the case 0of negli-
gence Or strict liability of the Lessee or of its employees or
agents, for any injury to, or the death of, any person exercis-
ing; on behalf of either the Lessor or any prospective pur-

chaser, lessee or user, the rights of inspection granted under
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this sentence. Each Unit returned to the Lessor pursuant to
‘this § 14 shall (i) be in the same operating order, repair and
condition as when originally delivéréd to.the Lessee,
reasonable wear and tear g#cépted,‘and (1i) meet the
standérds.then in.effect under the applicable rules of

any governmental agency or other organization with juris-
diction. The aSsembling,-delivery,_storage and transport-
ing'of.the Units as hereinbefore provided are of the
essence of this Lease, and upon application to any court

of equity havin§ jurisdiction in the premises, the Lessor

- shall be eﬁtitled to a deéree against the pessee requiring
specific performance of £he covenants of the Lessée so to
assemble, deliver, store and transport the~Units. All rent
and per diem Eharges earned in respect of the Units after
the date of termination of this Lease shall belong to the
Leséor and, if received by the.Lessee, shall be promptly

- turned ovér to the Lessér.‘ In the event any Unit is not

- assembled, deliveréd and stored; as hereinaﬁove.provided,
within 60 dayé after such ﬁermination, the Lessee shall,
in addition, pay to the Lessor fér each day tﬁereaftef

an amount equal to the émount, if any, by which 0.023973%

of the Purchase Price of such Unit for each such day
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exceeds the actual earnings received by the Lessor on such
Unit for each such day. | |

. § 15, Recofdinc. The Lessee, at its own ex-—
pense, will cause this Lease, the Security Documentation
and any assignment hereof or thereof to be filed and
recérded with the Interstate Commerce Commission in ac—-
cordance Qith Section 20c of the Interstate Commerce Act

and deposited with the Registrar General of Canada (notice

of such deposit to be given forthwith in The Canada

Gazette).pursuant to Section 86 of the Railway Act of
Canada. The Lessee will undertake the filing, register-
ing, deposit, and recording required of the Lessor under
the Security Documentation and will from time to time do
and perform any other act and will execute, acknowledge,
deliver, file, register, record (and will refile, reregis;
ter, deposit and redeposit or rerecord Qhenever required)
any and all fﬁrther instruments required by law or reason-
ably regquested by the Lessor or the Vendor for the purpose
of proper protection, to their satisfaction, of the Vendor's
and the Lessor's respective interests in the Units, or for
. the purpose of carrying'out ﬁhe intention of this Lease,

the Security Documentation and the assignments thereof to
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the Vendor; and the Lessee will promptly furnish to the Ven-
dor and the Lessor evidence of all such filing, registering,
dépositing or recording, and an opihion or'opinions of coun-
sel for the Lessee with respect thereto satisfactory to the

Vendor and the'Lessor; provided, however, that no such opin-

ion of counéél need be furnished in respect of the filing of
the Security Documentation or the assignment thereof in
Canada. This Lease and thé Security Documentation shall be
filed and recorded with the Interstate Commerce Commission
prior to the aelivery and acceptance hereunder of any

' Unit and shall be timely deposited with the Registrar
General of Canada pursuant to Section 86 of the Railway
Acﬁ'of'Canada and provision shall bé made for the timely

publication of notice of such deposit in The Canada

Gazette.

§ 16. Interest on Overdue Rentals. Anything to

Athe contfary herein contained notwithstanding, any nonpayment
of rentals and other obligations due hereunder shall result
in ﬁhe obligation on the part of the Lessee promptly to pay,
to the extent legally enforceable, an amount egual to 10-1/2%
per-annum (or such lesser amount as may be legélly enforce-
able) of the overdue rentals and other obligations for the
period commencing on the second day following the date on
which payment of such rentals and other obligations became

due and ending on the date of the payment in full thereof. .
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Interest'hereuﬁder shall be determined on the basis of a
360-day year and the actual number of days elapsed.
§ 17. Nofices; Any notice required or permitted
_to be given by either party hereto to the other shall be
deemed to have been given when mailed, first class, postage
prepaid, addressed as follows: )
(a) if to the.Lessor, at United States Trust
Company of New York, 45 Wall Street, New York, N.Y.
10015, Attention of J. Sinclair Armstrong; and
(b). if‘to the Lessee, at 1310 Six Penn Center Pla:za,
' Philaaelphia, Penhsylvania 19104, Attention of Assistant
Treasurer-Cash Mobilization; | |
_ 6£ acddressad to either party at such other address as such
party shéll hereafter. furnish to the other party in writing.
Copies of each such notice shall be given to the Vendor andéd
to the Beneficiary ét 37 Wall Street, New York, New York
10005, Attention: Lease Administration, and at Post Office
Box 8300, Stamford, Connecticut 06904, Attention: Loan Of-
ficer ~ Rail Leasing Component.

§ 18. Severability; Effect and Modification of

Lease. Any p{ovision 6f this Lease which is prohibited or
unenforceable in any jurisdiction, éhall be, as to such juris-
d;ction, ineffective to the extent of such prohibition or
uneﬁforceabilitx without invalidating the remaiﬁing provi-
sions hereof, and any such pfohibition or unenforceability

in any jurisdiction shall not invalidate or render unenforce-

able such provision in any other jurisdiction.
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This Lease exclusively and completely states thé
rights of the Leésor and the Lessee with respect to the
leasing of the Units and supersedes all other agreements,
oral or written, with respect thereto. No variation or
mbdification of this Lease and no waiver of any of its pro-
visions or cénditions shall be valid unless in writing and

signed by duly authorized signatories for the Lessor and the

Lessee.

§ 19. Immunities; Satisfacticn of Undertakincs.

It ié expressly understood and agreed by and between the
parties hereto, anything herein to the contrary notwithstand-
ing, that eaéh and all of the representations, undertakings,’
and agreements herein made on the part of the Lessor are
.each and every one of them made and intended not as per-
sonal representations, undertakings and agreements by United
States T;ust Company of New York or for the purpose or with
the inteﬁtion of binding the said bank personally but are
made and intended for the purpose of binding only the Estate
(as such term is used in the Trust Agreement) under the Trust -
Agreement, and this Agreement is executed and delivered by
the said bank solely in the exercise of the powers expressly
conferred upon the said bank as trusiee under the Trust'
Agreement; and that no personal liability or peﬁsonal respon-
sibiliiy is assuqed by said bank or the Beneficiary (except

as provided in the Trust Agreement) or on account of any
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represeﬁtation, undertaking or agreement of the Lessor or
the Beneiiciary, either expreésed or impliied, all such
" personal liability, if any, being expressly waiQed and
released by the-LesSee and by all persons claiming by,

through or under the Lessee; provided} however, that the

‘Lessee or any person claiming by, through or under it,
making claim hereunder, may look to said Estate for satis-
faction of the same.

- § 20, Governmental Guarantees. In the event the

United States of America or any political subdivision thereof
or any agency or instrumentality of any of the foregoing
shall use or permit to be used its credit directly, or in-
directly,, to pay, guarantee or otherwise suppart the Lessee's
obligation to pay the purchase pricg of or rent for or to so
support any other finéhcing arrangeéents for the acquisitioh
of any rolling'stock used by the Lessee (other than any such
support ébtained prior to the first use by the lLessee of and
in order to induce any person to provide any such rolling
stoék) Lessee shall cause to be provided for the benefit of
the Lessor and its successors and assigns a guarénty of or
other comparable commitment with respect to the Lessee's ob-
ligations under this Lease from the same entity whose credit
supports such other financing arrangements; such guéranty or
coﬁmitment to be provided ét the same time as such other roll-
ing stock financihg arrangement becomes entitled to such

‘ ~60-=



ot

protection, so that the Lessor shall at all times have the
benefit of the most favorable form of governmental support
for financing of rolling stock used by Lessee as is avail-
able to any other person withlrespect to rolling stock used

by Lessee subject to the limitations set forth above.

§ 21. Proportion of Participation. General
Electric Credit Corporation and J. P. Morgan Interfunding
Corp. are participating as "Beneficiary" and as "Vendoxr"
on the basis of an 81% participation by General Electric
Credit Corporation and a 19% participation by J. P. Morgan
Interfunding Corp. Whenever under any provision of this
Lease payment is to be made to or by the Beneficiary or
the Vendor or any property is to be owned by either of
them, such payment or property shall be shared by such cor-
porations in the proportion of their respective participations.
Nevertheless, any discretionary action (including without
limitation the giving-of waivers and éonsents) to be taken
hereunder by the Beneficiary or the Vendor shall be effec-
tive only if taken by such corporations jointly.

§ 22. Counterparts. This Lease may be executed

in several counterparts, such counterparts together consti-
tuting but one and the same instrument, but the counterpart

delivered to the Vendor shall be deemed to be the original
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and all other counterparts shall be deemed duplicates
thereof. Although for convenience this Lease is dated

as of the date first set forth above, 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.

§ 23. Governing Law. The terms of this Lease

and all rights and obligations hereunder shall be governed

by the laws of the State of New York; provided, however,

that the parties shall be entitléd to all rights conferred
by Section 20c of the Interstate Commerce Act and by
Section 77(j) of the Bankruptcy Act (as presently in force,
as amended, or as the substance thereof may hereafter be

re-enacted) .

IN WITNESS WHEREOF, the parties hereto have
executed or caused this instrument to be executed as of the

date first above written.

'CONSOLIDATED RAIL CORPORATION
/@ A9, hz
4
By Tt //

UNITED STATES TRUST COMPANY
OF NEW YORK, as Trustee

By \ﬁz/‘r‘—L@ /ACG%

IRENE R. SCOCCA
-62- Asst. Vice President




STATE OF NEW YORK )
) ss.:

COUNTY OF NEW YORK)

On this 24th day of June, 1977, before me personally
appeared Richard T. Fox, to me personally known, who, being
by me duly sworn, says that he is Vice President and Treasurer
of CONSOLIDATED RAIL CORPORATION, that said instrument was
signed on behalf of said corporation by due corporate
authority and he acknowledged that the execution of the

foregoing instrument was the free act and deed of said

Notary Public //

corporation.

[Stamp]

TIBOR E. BANHEGY!
Notary Public, State of New York
No. 31-4627044
Qualified in New York County
Commission Expires March 30, 1978



STATE OF NEW YORK )
) ss.:
COUNTY OF NEW YORK)

On this 24th day of June, 1977, before me personally
appeared Zwewe K Sceccqd , to me personally known, who,
being by me duly sworn, says that<he is AN /4S$Q£ V&i&,ﬁées
of UNITED STATES TRUST COMPANY OF NEW YORK, that said instru-
ment was signed on behalf of said corporation by due corporate

authority andche acknowledged that the execution of the fore-

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

Notary Public
[Stamp]

TIBOR E. BANHEGY!
Notary Public, State of New York
No. 31-45627044
‘Qualified in New York County
‘Commission Expires March 30, 1978



3,000 h.p.
Model SD40-2
diesel-electric
locomotive

2,000 h.p.
Model GP38-2
diesel=-electric
locomotive

SCHEDULE A

Builder

General Motors
Corporation
(Electro-Motive
Division)

General Motors
Corporation
(Electro-Motive
Division)

Total Units _

Lessee's
Identification
Numbers (Both
Quantity Inclusive)
15 6358=-6372
8 8173~8180
23



RENTAL
PAYMENT DATE

 SCHEDULE B

dasualty Value

Prior to January 15, 1978

January 15, 1978
July 15, 1978
January 15, 1979
July 15, 1979
January 15, 1980
July 15, 1980
January 15, 1981
July 15, 1981
January 15, 1982
July 15, 1982
January 15, 1983
July 15, 1983
January 15, 1984
July 15, 1984
January 15, 1985
July 15, 1985
January 15, 1986
July 15, 1986
January 15, 1987
July 15, 1987
January 15, 1988
July 15, 1988
January 15, 1989
July 15, 1989
January 15, 1990
July 15, 1990
January 15, 1991
July 15, 1991
January 15, 1992
July 15, 1992

PERCENTAGE OF
PURCHASE PRICE

102.01
105.01
107.17
107.49
107.72
107.98
108.61
99.68
98.95
98.00
96.51
86.46
85.01
83.17
81.14
70.11
67.62
64.96
62.05
58.99
55.70
52.61
49.36
46.10
42.66
39.18
35.49
31.79
27.91
24.01
20.00
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EXHIBIT 1

ACCEPTANCE

CERTIFICATE OF
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pursuant to th

e im Conditional Sale Agreement, dated as
of April 13, 19
c

-
etween =he Manufacturer and United States
(the "Vendee-Lessor") (the "Condi-
“) a“d the Interim Lease of Railroad
April 15, 1977, between the Vendee-
(the "Lease"): :

Trust Company
tional Szle Ac
Equloment, Gated &
Lessor and tne Les

that said locom
; of
‘on

tives have been ins
Vencee—-Lessor under the
npehalf of the Lessee under

P
che

: 2. =h
spicucusly place
the time of. its
the follewing wo
‘height:

t there was plainly, distinctly, and con-
upon each sicde of each such locomotive at

elivery and acceptance a legend bea:;ng

ds in letters not less than one inch in

MOWNERSHIP SUBJECT TO A CONDITIONAL

SALE AGREZMENT FILED UNDER THE

INTERSTATE COMMZIRCE ACT, SECTION 20c"
and tha_ each such locomotiva was otherwise
formity with the requirements o § 3 of
of this Certificate to the Manufacturer
half of the Vendee-Lessor shall evidence the passage to General
Electric Credit Corporation and J. P. Morgan Interfunding Corp.,
as assignees (collectively the "Assignee") of the Manufacturer

marked in con-
the Lease. Delivery
bv the Lesses on be-



kY
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under an Interim Agreement and Assignment between the Assignee
and the Manufacturer dated as of April 15, 1977, of title to
the Diesel-Electric Locomotives referred to above and of the
risk of loss with respect thereto.

Dated y 1977

Duly Authorized Representative
of Consolidated Rail Corporation

Accepted on behalf of
General Motors Corporation
(Electro-Motive Division)

By

Title

on , 1977



