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This AGREEMENT TO LEASE EQUIPMENT (hereinafter the
"Agreement") is dated as of March 15, 1973, and made betwéen
-RADNOR ASSOCIATES, LTD., a Pennsylvania corporation (hereinafter
"Lessor"), and RICHARDSON DILWORTH and ANDREW L. LEWIS, SR.,
Trustees of the property of Reading Company, Debtor, (herein-
after "Debtor") (such Trustees being hereinafter collectively

called "Lessee" or "Trustees"); WITNESSETH:

WHEREAS, on the 23rd day of November, 1971, the Debtor
filed a petition for reorganization under Section 77 of the Bank-
ruptcy Act in the'United States District>Court for the Eastern
District of Pennsylvania and such petition was duly approved as

properly filed by order entered on said date by said Court (the
‘proceedings with respect thereto being hereinafter called the
Reorganization Proceedings), and the Trustees were duly qualified

as trustees of the property of the Debtor on January 24, 1972;

WHEREAS, Lessee desires to lease from Lessor 8 new
hydraulic machines, self-propelled on railroad track, to pick
up railroad ties, generally.described as "tie handlers", to
bear numbers 3400 to 3407, inclusive (hereinafter "the Equipment"),
at the rentals and for the terms and upon the conditions herein-

after provided.



NOW, THEREFORE, in consideration of the premises and
of the rentals to be paid and the covenants hereinafter mentioned
to be kept and performed by Lessee and subject to subsequent
epproval of the said Court, Lessor hereby undertakes to lease the
Equipment to Lessee,‘and Lessee hereby agrees to lease the Equip-

ment from Lessor, upon the following terms and conditions:

Section 1. Delivery of Equipment. Lessor will deliver

the Equipment to Lessee at Philadelphia, Pennsylvania.

Section 2. Acceptance of Equipment. Lessee will

cause its authorized representative to accept delivery of the
Equipment and to ekecute and deliver to Lessor a certificate of
acceptance therefor (hereinafter the “Certificate of Acceptance")
in the form of Exhibit "A" hereto; whereupon each such item of
Equipment shall be deemed to have been delivered to and accepted
by Lessee and shall be subject thereafter to all terms and con-

ditions of this Agreement.

Section 3. Title. At all times while this Agreement
is in force ne title or other right of ownership in the-Equip?
ment shall be vested in Lessee, and delivery of possession of
the Equipment to Lessee, and Lessee's possession of the Equip-

ment shall constitute only a bailment.



Section 4. Rentals. During the Initial Term (as
hereinafter defined) Lessee will pay Lessor, as rental for the
Equipment, quarterly in advance, an amount equal to 4.1775% of
the total cost to Lessor to acquire the Equipment net after
allowanée for tfade-in of 8 old tie handlers, which total cost
is estimated to be $95,200.

At the time of making the first rental payment as
provided abovg, Lessee shail also pay to Lessor interim rent in
an amount equivalent to interest at the rate of 9%% pér annum
on such amounts as Lessor shall have borrowed from The Phila-
delpﬁia National Bank for the purpose of making partial payments
in connection with the acquisition by Lessor of the Equipment.

- Said interim rent shall be payable fofnthe period beginning with
the date of such borrowing and ending yith the Settlement Date
(as hereinafter defined).

All payments to Lessor provided for in this Agreement
shall be made to Lessor at Box 124, Radnor, Pennsylvania 19087,
or at such other place as Lessor shall specify in writing,.

The ‘lease embodied in this Agreement is'a.net lease
and Lessee shall not be entitled to any abatement of rent or
reduction or recovery thereof due to any present or future
claims of Lessee against Lessor or any assignee of Lessor under

this Agreement or otherwise, nor, except as otherwise expressly



provided herein, shall this Agfeement terminate, or the re-~
spectivé obligations of Lessor or Lessee be otherwise affected,
by reason of any defect in or damage to or loss or destruction

of all or any of the Equipment from whatever cause, the taking or
requisition of the Equipment by condemnation or otherwise, the
prohibition by any statute, regulation or administrative or
court order of Lessee's use of the Equipment, the interference
with such use by any private person or corporation other than
Lessor except in the case of an Event of Default, the-invalidity
or unenforceability against Lessee of, or lack of dge authoriza-
tion of Lessee for, this Agreement, or lack of right, power or
authority of Lessor to enter into this Agreement, or for any
other cause whether similar or dissimilar to the foregoing, any
present or future law to the contrary notwithstanding, it being
the intention of the parties hereto that the rents and other
amounts payable by Lessee hereunder shall continue to be payable
in all evehts unless the obligation to pay the same shall be
terminated pursuant to the express provisions of this Agreement.
The foregoing restrictions, however, shall not bar Lessee from
independently asserting any claim that it may have against Lessor
under this Agreement or otherwise, provided that Lessee continues
to perform its obligations under this Agreement and does not

attempt to enforce such claim by way of set off.
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The obligations to make rental and other payments
under this Lease will constitute expenses of administratibn of
the Lessee, and will rank equally and-ratably in priority of
payment with all other expenses of administration of the Lessee,
except trusteeg' ceftificates heretofore_or hereafter issued by
the Lessee, and except amounts payable under an agreement with
the United States Government relating to the purchase by Lessor
from the Government of 57 diesel locomotives;

If any amounts payable pursuant to the terms of this
Agreement, including but not limited to rentals due hereunder,
remain unpaid after the same shall become due and payable, Lessee
shall pay interest at the rate of 10%% per annum on such over-
due amounts for the period of time dufing which they are over-
due, it being expressly understood'thgt this provision shall
be in addition to any.other rights which Lessor may have under
this Agreement in the.event Lessee fails to make payments re;

quired hereunder when the same shall have become due and payable.

Section 5. Terms of Lease; Purchase Options; Renewal

Terms; Rentals for First and Second Renewal Terms, The Initial

Term of this Lease (herein the "Initial Term") shall begin on
the Settlement Date, and, subject to the provisions of this

Section and Section 10 hereof, the Initial Term shall terminate

K



'at thevexpiration of eight'(a)'years from its commencement.
As used herein Settlement Daté means the date on which Lessor
makes its final payment for the acquisition of the Equipment,
which shall not be later than August 1, 1975.

At the end of the Initial Term Lessee may either pur-
chase the Equipment at its then fair market value (as determined
by an independent appraiser satisfactofy to both Lessee and
Lessor), lease the Equipment for an additional one (1) year
term (the "First Renewal Term") for a quarterly rental payable
in advance equal to seventy-fivé percent (75%) of the quarterly
rental for the Initial Term, or return the Equipment to the
Lessor.

At the end of the First Renewal Term Lessee may either
purchase the Equipmeht at its then fair market value (as deter-
mined by an independent appraise: satisfactory to both Lessee and
Lessor) or lease the Equipment for an additional one (l) year term
(the “Secoﬁd Renewal Term") for a quarterly rental payable in
advance equal to fifty percent (50%)'of the quarterly rental
‘for the Initial Term, or return the Equipment to the Lessor{

At the end of the Second Renewal Term Lessee may pur-
chase the Equipment at its then fair market value (as determined
by an independent appraiser satisfactory to both Lessee and

Lessor), or return the Equipment to Lessor.



Section 6. ‘Identification Marks. Lessee will cause

each item of Equipment to be numbered with one of the‘numbers
hereinabove set forth, and_will keep and maintain, plainly,
distinctly, permanently and conspicuously marked on each side
of each item of Equipment, in letters not less than one inch
in height, Lessor's name followed by the words "Owner and Lessor"
or other appropriate words designed by Lessor, with appropri-
ate changes thereof and additions thereto as from time td time
may be required by law in order to protect the Lessor's title
to the Equipment and its rights under this Agreement. Lessee
will not place any item of Equipment in operation until such
words shall have been so marked on both sides thereof and will
:eplace promptly any such names and word or words which may be
removed, defaced or destroyed. Lessee will not change the
number of any item of Equipment except with Lessor's consent
and in accordance with a statement of new numbers to be sub-
stituted therefor, which consent and statement previously shall
have been filed with Lessor by Lessee and filed, recorded or
depositedvin all public offices where this Agreement or refer-
ence thereto shall have been filed, recorded or deposited.
Except as above prowvided, Lessee will not allow the
name of any person, association or corporation to be placed on

the Equipment as a designation that might be interpreted as a



claim of ownership; provided, however, that Lessee may cause

the Equipment to be lettered with the names or initials or other
insignia customarily used by Lessee or its affiliates on mainte-
nance equipment used by it of the same or a similar type for

convenience of identification of the right of Lessee to use the

Equipment under this Agreement.

Section 7. Taxes. Lessee agrees, that during the
continuance of this Agreement, in addition to the rentals and
other payments herein provided, it will promptly pay all taxes,:
aséessments, fees, charges, fines, penalties, and other govern-
mental charges, in&luding but not limited to sales or use taxes,
levied or assessed upon the Equipment or the interest of Lessee
'in the Equipment subject to this Agreement or any thereof or
upon the use or operation thefeof; and-will promptly pay or
reimburse Léssor for all such taxes, assessments, fees, charges,
fines, penalties and other governmental charges levied or
assessed against Lessor on account of its acquisition or owner-
ship of the Equipment or any thereof or on account of the use
or operation thereof (exclusive, however, of income-taxes on .
the rentals herein provided except any such tax or rentals which
is in substitution for, or relieves Lessee from, the payment

of taxes which it would otherwise be obligated to pay or re-~



imburse as hereinbefore provided), including but not limited
to any sales or use, general business and mercantile iicense '
taxes payable on account of the acquisition or ownership of
the Equipment or any thereof by Lessor or on account of the
leasing of the Equipment hereunder (all such taxes, assess-
ments, fees, charges, fines, penalties and other governmental
charges being~hereinafter called "Impositions") and will keep
at all times all and every part of such Equipmeht free and
clear of all Impositions which might in any way affect Lessor's
title or result in a lien upon any such item of Equipment;
provided, however} that Lessee shall not be required to pay
the same so long as it shall in good faith and by appropriate
legal or administrative proceedings contest the validity or
amount thereof unless thereby, in Lessor's judgment, the righté
or interest of Lessor will be materially endangered. In the
event any tax reports are required to be made on the basis of
individual items of Eqﬁipment, Lessee will either make such
reports in such manner as to show the ownership of such Equip-
ment by Lessor or will notify Lessor of such requirement and
will make such report in such manner as shall be satisfactory
to Lessor. ‘

In the event that during the continuance of this

Agreement the Lessee becomes liable for the payment or reim-



bursement of any Imposition, pursuant to this Section, such
liability shall continue, notwithstanding the expiration of
this Agreement, until all such Impositions are paid or reim-

bursed by Lessee.

Section 8. Payment for Casualty Occurrence or for

Equipment Unserviceable for Use. In the event an item of

Equipment shall become worn out, lost, stolen, destroyed,
irreparably damaged, or, in the reasonable opinion of Lessor
and Lessee, obsolete or economically unserviceable for use
from any cause whatsoever,‘or shall be requisitioned or taken
over by any governmental authority under the power of eminent
domain or otherwise (such occurrences being hereinafter called
a "Casualty Occurrence") during the Initial, First Renewal or
Second Renewal Terms of this Lease, Lessee shall promptly
(after it has knowledge of such Casualty Occurrence) and fully
inform Lessor in regard thereto. On the next rental payment
date hereunder following the happening of a Casualty Occurrence
Lessee will pay Leéso: on account of the affected Equipment
the stipulated loss value thereof (hereinafter the "Stipulated
Loss Value"), calculated as of such next rental date pursuant
to the Schedule of Stipulated Loss Values which is attached

hereto, made a part hereof and marked Exhibit "B". Upon paying
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the Stipulated Loss Value of the Equipment which shall have
suffered a Casualty Occurrence, rental for.such Equiphent
shall cease to accrue afte; that rental payment date, (in-
cludiﬁé the quarterly rent applicable to such Equipment which
otherwise would be payable in advance at .the time of paynent
of such Stipulated Loss Value) the Stipulated Loss Value of
such Equipment being subtracted from the aggregate total
value of the Equipment referred to in the Stipulated Loss
Value, Exhibit "B" hereto, and Lessee shall thereupon auto-
matically take title to such Equipnment as-is, where-is, with-
out warranty by Lessor express or implied with respect to any
matter whatsoever. Lessor will remit to Lessee as received
any net insurance proceeds payable as the result of insurance
carried by Lessee or proceeds of an award in eminent domain
or condemnation proceedings received by Lessor in respect of
Equipment suffering Casualty Occurrences.

Lessee shall bear the risk of, and, except as herein
provided, shall not be released from its obligations hereunder .
in the event of, any Casualty Occurrence to any item of Equip- .

ment after Lessee's acceptance thereof,
P

Section 9. Disclaimer of Warranties; Compliance with

Laws and Rules; Maintenance; Insurance and Indemnification.
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LESSOR MAKES NO WARRANTY OR REPRESENTATION, EITHER
EXPRESS OR IMPLIED, AS TO THE DESIGN OR CONDITION OF,. OR AS
TO THE QUALITY OF MATERIAL, EQUIPMENT OR WORKMANSHIP IN, THE
EQUIPMENT, AND LECSOR MAKES NO WARRANTY OF MERCHANTABILITY OR
FITNESS OF THE EQUIPMENT FOR ANY PARTICULAR PURPOSE or as to
title to the Equipment or any component thereof, it being
agreed that all such risks, as between Lessor and Lessee, are
to be borne by Lessee; but Lessor hefeby irrevocably appoints
and constitutes Lessee, its agent and attorney-in-fact during
the term of the lease embodied in this Agreement, to assert
andAenforce from time to time, in the name of and for account
of Lessor and Lessee, as their interests may appear, at Lessee's
sole cost and expense, whatever claims and rights Lessor may
have against the seller, manufacturer or any other third party
with respect to the quipment or any of it., Lessee's delivery
of a Certificate of Acceptance shall be conclusive evidence as
between Lessee and Lessor that the Equipment described therein
"is in all the foregoing respects satisfactory to Lessee, and
Lessee will not assert any claim of any nature whatsoever
against Lessor based on any of the forégoing matters.,

Lessee agrees to comply in all respects (including,
without limitation, with respect to the use, maintenance and

operation of each item of Equipment) with all Governmental laws,
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including all laws of the jurisdictions in which its operations
involving the Equipment may extend, and with all lawfﬁl rules
of any legislative, executive, administrative or judicial

body exercising any power or jurisdiction over the Equipment,
to the extent that such laws and rules affect ﬁhé title, opera-
tion or use of the Equipment, and in the event that such laws
or rules require any alteration of any item of Equipment, or

in the event that any equipment or appliance on any such item
of Equipment shall be required to be changed or replaced, or

in the event that any additional or other equipment or appli=-
ance is required to be installed on any such item of Equipment
in order to comply with such laws or rules, Lessee will make
such alterations, changes, replacements and additions promptly
énd at its own expense; provided, however, that Lessee may,

in good faith, contest the validity or application of any such
law or rule in any reasénable manner which does not, in the
opinion of Lessor adversely affect Lessor's property or rights
‘under this Agreement,

Lessee agrees that, at its own cost and expense, it
will maintain and keep each item of Equipment in good order
and repair.

Any and all additions to any item of Equipment and

any and all parts installed on and additions and replacements

- 13 =-



made to any item of Equipment shall constitute accessions to
such item of Equipment and, at the cost and expense of Lessee,
full ownership thereof freg from any lien, charge, security
interest or encumbrance shall immediatelv be vested in Lessor.
Lesseé agrées to indemnify, protect and hold harm-
less Lessor from and against all losses,.damages, injuries,
liabilities, claims and demands whatsoever, regardless of the
cause thereof, and expenses in connection therewith, including,
but not limited to, reasonable counsel fees and expenées, patent
liabilities, penalties and interest, arising in any way out of
or as the result of the entering into or the performance of
this Agreemenﬁ, the ownership of any item of Equipment, the
. transportation, leasing, use, operatioh, condition, purchase,
delivery, rejection, or storage of any item of Equipment or
any accident in connection with the fr;nsportation, leasing,
operation, use, condition, possession, or storage of any item
of Equipment resulting in damage to property or injury or
death to any person, except any such losses, damages, injuries,
liabilities, claims and demands which arise from Lessor's breach
of contractual obligations,'violations of law or coﬁrt orderé,
or liability for taxes other than those to be paid by Leésee
pursuant to-Section 7 above. The indemnities arising hereunder

shall continue in full force and effect notwithstanding the
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full payment of all obligations under the lease embodied in
this Agreement or the term@nation of that lease.

Lessee will, at all times while the lease included
in this Agreemeﬁt is>in effect, at its own expense, cause to
Be carried and maintained insurance in respect of the Equip-
ment at thé time subject hereto, and public liability insur-
ance in amounts and against risks customarily insured against
by railroad companies on similar equipment, and in any event
in aﬁounts and against risks comparable to those insured against
by Lessee on similar equipment owned by it. Such insurance
shall include Lessee and Lessor as named insureds as their
~interests may appear.

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

thereof to Lessee.
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Section 10. Default, If, during the continuancé
of the lease embodied in this Agreement, one or more of the
following events (hergin sometimes called "Events of Default")
shall occur: |

A, default shall be made in the payment of
any part of the rental provided in Sections 4 and 5
hereof and such default shall continue for 10 days;
B. the Lessee shall make or permit any un~-
authorized assignment or transfer of this Agreement
or of possession of the Equipment, or any thereof,
and shall fail or refuse to cause such assignment or
transfer to be cancelled by agreement of all parties
having any interest therein and to recover possession
of»such Equipmeht within 30 days after written notice
from Lessor to Lessee demanding such cancellation and
recovery of possession;
C. default shall be made in‘the observance
or performance of any other of the covenants, condi-
~ tions and agreements on the part of Lessee contained

herein and such default shall continue for 30 days after

- 16 -



written notice from Lessor to Lessee specifying the de-
fault and demanding the same to be remedied;

D. a decree or order is entered in the Reor-
ganization.Procéedings preventing or disabling the
Trustees from performing any of their obligations under
‘this Agreement; or

~E. if the obligations of the Trustees here-
under are assumed by a corporation or by the Debtbr's
successor pursuant to a plan of reorganization for the
Debtor approved in the Reorganization Proceedings or
by an assignee of Debtor as hereinafter provided, (such
corporation or successor or assignee being hereinafter
éalled the "Successor") and either
(i) a petition for reorganization

under Section 77 of the Bankruptcy Act, as

now constituted or as said Sectidn 77 may

be hereafter amended, shall be filed by or

against the Successor and all the aSsumed‘

obligations of the Successor under this

-17 -



Agreement shall not have been duly assumedlin writing,
pursuant to a court order oxr decree, by a trustee or
trﬁstees appointed in such proceedings or otherwise
given a status comparable to obligations incurred

by such a trustee or trustees,'within.30 days after
such appointment, if any, or 60 days after such
petition shall have been filed, whichever shall be
earlier; or ‘

(ii) any other proceedings shall'be com-
menced by or against the Successor for any relief
under any bankruptcy or insolvency laws, or laws re-
lating to the relief of debtors, readjustments of
indebtedness, reorganizaiions, arrangements, composi-
tions or extensions (other than a law which does not
permit any readjﬁstment of the Successor's obligations
hereunder) and all the obligations of the Successor
under this Agreement shall not have been duly assumed
in writing, pursuant to a court order or decree, by .
‘a trustee or trustees or receiver or receivers appoint-
ed for the Successor or for the Successor's property
in connection with any.such proceedings or otherwise

given a status comparable to obligations incurred by
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such a trustee or trustees or receiver or receivers,

within 30 days after such appointment, if ény, or

60 days after such proceedings shall have been com-

menced, whichever shall be earlier;

then, in any such case, Lessor, at its option may
(a) proceed by appropriate court action or
actions, either at law or in equity, to enforce
Lessee's performance of the applicable covenants
of this Agreement or to recover damagés for the
breach thereof; or
(b) by notice in writing to Lessee} termin- .

ate this Agreement and the lease embodied herein
forthwith, whereupcn all right of Lessee to the
use and possession of the Equipment shall ab-~
solutely cease and determine as though this
Agreenent had never been made, but Lessee shall
remain liable as hereinafter provided; and there-
upon, Lessor may by its agents enter upon the
premises of Lessee or other premises where any
of the Equipment may be and take possession of
"all or any of such Equipment and thenceforth
hold, possess and enjoy the same free from any

? i
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right of Lessee, or its successors or assigns,
to use the Equipment for any purposes whatever;
hut Lessor shall, nevertheless, have a right to
recover fromlLessee any and all amounts which
under the terms of this Agreemené may be then
due or which may have accrued to the date of
such termination (computing the rental for any
number 6f days less than a full rental period by
nultiplying the rental for such full fental
period by a fraction of which the numerator is
éubh number of days and the denominator is the
total number of days-in such full rental period)
and also to recover forthwith from Lessee the
following amounts as a part of Lessor's damages:
(i) the Stipulated Loss Value of the Equipment
as of the date of default, as that value is set
forth in the Schedule of Stipulated Loss Values,
Exhibit "B" hereto, subject to credit or re-
imbursement By Lessor to Lessee for any rentals
Lessor may earn on the Equipment from the date
‘of default to the end of the Second Renewal Term,

net of Lessor's expenses incurred in connection

- 20 -~



with such releasing, the amount of such credit

or reimbursement to be limited to thé sum of

all rentals for the Equipment which would other-
wise have accrued hereuncder during that period,
such net rentals or credit to be paid to or
credited to Lessee's account within a reasonable
time after their receipt by Lessor, or, alter-

~ natively, subject to such credit or reimburse-
ment for the net proceeds of any sale 6f the
Equipment by Lessor (the parties hereto expressly
agreeing that such sale shall be deemed to have
been made in a commercially reasonable manner)
concluded prior to the énd of the Second Renewal
Term, net of Lessor's_egpenses incurred in con-
nection with such sale, the amount of such

credit or reimbursement to be limited to the amount
of the Stipulated Loss Value charged Lessee pur-
suant to this Section; and (ii) a reasonable
provision for expenses incidental to the Lessor's
enforcement of its rights hereunder including,
but not limited to, expenses of taking possession

of the Equipment if the Eguipment has not been
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delivered to Lessor by Lessee as provided under

Section 11 hereof; and (iii) any damage which

the Lessor shall have sustained by reason of

the breach of any covenantc of this Agreement;

and (iv) interest on any of the above amounts

at the rate of ten and one~half percent (10%%)

per annum from the date of default until the

date of payment; and (v) reasonable attorneys'

fees and costs of suit incurred in connection

with the enforcément of the provisions of this

Agreemeﬁt. |

The remedies of this Agreement provided in favor of .

Lessor shall not be deemed exclusive, but shall be cumulative,
and shall be in addition to all other remedies in its favor
‘existing at law or in equity. Lessor's failure to enforce any
provision hereof or its failure ﬁo avail itself of any remedy
afforded hereunder shall not be deemed a waiver thereof., Lessee
hereby waives any provision of any law now or herecafter in effect
which might limit or modify any of the remedies of Lessor pro-

vided hereunder or exempt any property of Lessee.

Section 11l. Return of Equipment Upon Termination.

Upon termination of the lease embodied in this Agreement for
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any reason, Lessee shall forthwith deliver possession of the
Equipment to Lessor. For the purpose of delivery oflpossession
of the Equipment to Lessor as above required, Lessee shall at
its own cost, expense and risk: A
(a) forthwith place the Equipment upon
such storage tracks of Lessee as Lessor may
reasonably designate;
(b) permit Lessor to store the Egquipment
on such tracks at Lessee's risk for aiperiod
not to exceed six (6) months; and
(c) transport the same to any place on the
lines of railroad operated by Lessee. or to. any
connecting carrier for shipment, as directed
by Lessor.
The assembling, delivery, storage and transporting of the Equip-
ment as herein provided shall be at Lessee's expense and risk
and are of the essence of this Agreement, and upon application
to any court of equity having jurisdiction in the premises
. Lessor shall be entitled to a decree against Lessee réquiring
specific performance of the covenants of Lessee so to assemble,
deliver, store and transport the Equipment. During any storage

period, Lessee will permit Lessor or any person designated by
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it, iﬁcluding the authorized representative'or representatives
of any prospective purchaser or lessee or any item of Equipmént,
to inspect the same.

Without iﬁ any way limiting Lessee's obligation here-
under, Lessee hereby irrevocably appoints Lessor as Lessee's
agent and attorney, with full power and authority, at any time
whilé Lessee is obligated to deliver possession of any item of
Equipment to Lessor, to demand and take possession of such iten
of Equipment, in the name and on behalf of Lessee, frbm whoever

shall be in possession of such item of Equipment at the time.

Section 12. Assignment; Possession and Use, This
Agreement may be assigned in whole or in parﬁ by Lessor without
Lessee's consent, but Lessee ;hall be under no obligation to
any assignee of Lessor except upon written notice of such assign-
ment from Lessor. In the event of Lessor's assignmént Lessor's
transferee or assignee shall have, to the extent transferred
or assigned to it, all rights, powers, privilegés and remedies
of Lessor hergunder. Lessee agrees that no such transferee or
assignee shall assume any obligation of Lessor hereunder, and'
that the obligations of Lessee hereunder shall not be subject,
~as against any such transferee or assignee, to any defense,

set-off or counterclaim available to Lessee against Lessor and
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that ﬁhe same may be asserted only against Lessor. It is under-
stood and agreed, however, that Lessee may separately claim
against Lessor as to any matters which Lessee may be entitled
to assert against Lessor. All the rights of Lessor hereunder
(including, but not limited to, the rights to receive the rentals
payable under this Agreement) shall inure to the benefit of
Lessor's assigns (including the. partners or any beneficiary
of any such assignee if such assignee is a partnership or a
trust, respectively). Whenever the term Lessor is uéed in this
Agreement it shall apply .and refer to each such assignee of
Lessor.

So long as Lessee shall not be in default under this
Agreement, Lessee shall be entitled té the possession and use
of the Equipment in accordance with the terms of this Agreement.
Without Lessor's prior written consent, Leséee shall not.assign
or transfer its leasehold interest under this Agreement, except,
however, for any rights in.and to the Lessee's interest in the
lease embodied in this Agreement which may accrue to the Manu-
facturers Hanover Trust Company (hereinafter called the "Mort-
gagee"), as successor to the Central Union Trust Company as
Aortgagée under a Mortgage and Deed of Trust dated January 2,

1924, between the Debtor and the Mortgagee, as amended and
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supplemented, and except that, with the prior written consent
of Lessor (which consent shall not be unreasonably withheld),
fhe Lessee may‘assign all of its rights under this Agreement to
a third party of reliable standing with the financial community
which shall have duly assumed Lessee's obligations hereunder.
Lessee, at its bwn ekpense, will promptly pay or discharge any
and all sums claimed by any party which, if unpaid, might be-
come-a lien, charge, security interest or other encumbrance
(other than an encumbrance resulting from claims against the
Lessor not related to the ownership of the Equipment and other
than the lien of the said Mortgage and Deed of Trust) upon or
with respect to any item of Equipment, including any accession
thereto, or the interest of Lessor, or Lessee therein, and will
. promptly discharge any such lien, claim, security interest or
encunbrance which arises. Lessee shall not, without Lessor's
prior written consent, part with the‘éossession or control of,
or suffer or allow to pass out of its possession or control,
any of the Equipment, except as permitted herein.

So long as Lessee shall not be in default under this
Agreement, Lessee shall be entitled to thé possession of the
Equipment and to the use of'the Equipment upon linés of rail;
road owned or operated by it, but only upon and subject to all

the terms and conditions of this Agreement,
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Nothing herein shall be deemed to restrict Lessee's
right to assign or transfer its interest under this'Agreement
or possession of the Equipment to any railroad corporation in-
corporated under the laws of the United States of America or any
state thereof of the‘District of Columbia (which shall have duly
assumed Lessee's obligations hereunder) into or with which
Debtor's property shall have become merged or consolidated or
which shall have acquired any substantial part of the railroad
property of Debtor, provided that such assignee or trénsferee
will not, upon the effectiveness of such merger or consolida-
tion, be in default under any provision of this Agreement.

The Reorganization Proceedings shall not be dismissed -
- or terminated nor shall the property of the Debtor be surfendered
by the Trustees or their successor or successors, unless (a),
as a condition of such dismissal or termination or such surren-
der, all of the obligations then existing or to accrue of the
Trustees under this Agreement shall be assumed as a general
obligation by the Debtor's successor pursuaht to a plan of
reorganization approved in the Reorganization Proceedings or by
any other réilroad corporation acqui:ing all or substantiallf
all of the lines of railroad of the Debtor or as an obligation,

having the same status and priorities as those of the Trustees
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under this Agreement, by any receiver or receivers in equity,
or trustee or trustees, that shall succeed the Trustees, or

(b) payment in full in cash (or provision therefor satisfactory
to the Lessor) is made to the Lessor of the Stipulated Loss
Value of the Equipment and all damages, claims,'or any other
moneys payable to or in favor of the Lessor pursuant to this
Agreement, together with interest thereon as herein provided

to the date of payment thereof.

In caée of any sale or conveyance of all or substan-
tially all of the lines of railroad of the Debtor, the purchaser,
or transferee of the purchaser, shall not be at liberty to re-
fuse to accept performance of this Agreement or to disaffirm.
’it and any such purchaser and any such transferee shall assume
and agree to perform each and all of the obligations of the
Trustees hereunder, unless provision is made for the payment
to the Lessor as_provided above in clause (b) of the next pre-
ceding paragraph.

Whenever used in this Agreement, the term "Trustees"”
shall be deemed to mean any corporation (including the Debtor), )
receiver or receivers in equity, trustee or trustees, purchaser
or transferee o6f any purchaser which shall have assumed and
agreed to perform each and all of the obligations and covenants

of the Trustees hereunder.
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Seétion 13. Nétices. Any notice required §r per—
mitted to be given by or to either party hereto shall be deemed
to have been given when deposited in the United States mails,
first-class postage prepaid and addressed as set forth at the

beginning hereof.

Section 14. Law Governing. This Agreement shall be

, construed in accordance with the laws qf Pennsylvania; provided,
however, that the parties shall be entitled to all rights con-
ferred by Section 20c of the Interstate Commerce Act and such
" additional rights arising out of the filing, recording, or de-
positing hereof as shall be conferred by the laws of the severalA
jufisdictions in which this Agreement shall be filed, recorded

or deposited.

Section 15. Modification of Agreement. Except as

specifically provided for under the terms of this Agreement,
no modification, extension, waiver, renewal or termination of
this Agreement, or any of its provisions, shall be binding on
either party hereto unless made in writing on its behalf by

the duly authorized representative of said party.

Section 16. Annual Reports. On or before August 1

in each year, commencing with the year 1974, Lessee will
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furnish to Lessor an accurate statement, as of the preceding
June 30, (a) showing the amount, description and numbers of

the Equipment then leased hereunder, the amount, description

and numbers of all Equipment that may have suffered a Casualty
Occurrence duriﬁg thé preceding 12 months (or since the date of
“this Agreement, in the case of the first.such statement), and
such -.other information regarding the condition-and state of -
repair of the EQuipment as Lessor may reasonably request, and

(b) stating that, in the case 6f all Equipment repainted during
the period covered by such statement, the markings required by

Section 6 hereof shall have been preserved or replaced.

Lessor shall have the right, by its.authorized reprer '@ ’

sentatives but shall be under no obligation, to inspect the
Equipment and Lessee's records with respect thereto, at such
times as shall be reasonably necessa#y—to confirm to Lessor

the existence and proper maintenance thereof during the contin-
uance of the lease embodied in this Agreement. Lessee's obli-
gations respecting the Equipment shall not be diminished in

any manner by -any failure of Lessor to so inspect.

Section 17. Opinion of Counsel., At the time this

Agreement is executed, Lessee will deliver to Lessor two counter-

parts of the written opinion of counsel for Lessee, addressed .. .
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to Lessor in scope and substance satisfactory to counsel for
Lessor, to the effect that:

A. this Ag;eement hés been duly authorized by
the Court upnn due notice and duly executed and delivered
by the Trustees and constitutes a valid, légal and bind-
ing agreement of the Trustees, enforceable in accordance
with its terms;

B. this Agreement has been duly’filed and re-
corded with the Interstate Commerce Commission pursuant to
Section 20c of the Interstate Commerce Act and such filing
and recordation will protect Lessor's interest in and to
the Equipment and no filing, rgcording or deposit (or giving
of notice) with any other federal, state or local govern-
ment is necessary in order to protect the interests of
Lessor in and to the Equipment;

C. no approval is required from any public
regulatory body with respect to the Lessee entering into
or performing this Agreement;

D. the entering into and performance of this
Agreement will not result in any breach of, or constitute
a default under, any indenture, mortgage, deed of trust,
bank loan or credit agreement or other agreement or instru-
ment to which Lessee is a party or by which it may be bound;
and
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E. no mortgage, deed of trust, or other lien
of any nature whatsoever which now covers or affects, or
which may hereafter cover or affect, any property or inter-
estsltherein of Lessee, hereafter will attach to the Equip-
ment or in any manner will affect adversely Lessor's
right, title and interest therein; provided, however,
that such liens may attach to the rights of Lessee here-

under in and to the Equipment.

Section 18. Recording; Expenses. Lessee will cause,

at its expense, this Agreement and the first assignment thereof to

be filed and recorded with the Interstate Commerce Commission

in accordance with Section 20c of the Interstate Commerce Act.
Lessee will undertake the filing, registering, deposit and re-
cording required of Lessor hereunder and will from time to time
do and perform any other act and will execute, acknowledge,
deliver, file, register, record (and will file, reregister,
deposit and redeposit and re-record whenever required) any and
all further instruments required by law or reasonably requested o
by Lessor for the purpose of proper protection, to its satis-
faction, of Lessor's interests in the Equipment, or for the pur-
pose of carrying out the intention of this Agreement; and Lessee

will promptly furnish to Lessor evidences of all such filing,
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registering, depositing or recording, and an opinion or opinions
of counsel for Lessee with respect thereto satisfactory to
Lessor. This Agreement will be filed and recorded with the
Intersﬁate Commerce Commission prior to the delivery and accept-

ance hereunder of any item of Equipment.

Section 19, Federal Income Taxes. The Lessor, as

the owner of the Equipment, shail be entitled to such deductions,
credits and other benefits as are provided by the Internal
Revenue Code of 1954, as amended to the date hereof or subse=-
guently (hereinafter called the "Code"), to an owner of property,
including (without limitation) any investment tax credit with
respect to the Equipment. |

Lessee agrees that neithe; it nor the Debtor will at
any time take any action.or file any ‘returns or other documents
in;onsistent with the foregoing., Lessee agrees to keep and
make available for inspection and copying by Lessor such records
as will enable Lessor to determine whether it is entitled to
the benefit of any amortization or depreciation deduction or
tax credit which may be available from time to time with re--
spect to the Equipment.

If, by reason of an act or omission of Lessee, (a) the

Lessor shall lose, (b) shall not have or shall lose the right to
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claim, or (c) there shall be disallowed with respect to the
Lessor, all or any portion of such tax credits or-amortizétion
or depreciation deductions with respect to any item of Equip-
ment, the rental rate set forth in Section 4 and the Stipu-
lated Loss Values set forth in Section 8 of this Agreement
applicable to such item of Equipment'shall, on and after the
next succeeding rental payment date after written notice to

the Lessee by the Lessor that such credits or amortization

or depreciation deductions have not been claimed, or if claimed
and then disallowed on and after the next succeeding rental
date after payment of the tax attributable thereto, be in-
creased by such amount for such Equipment as, in the reason-

- able opinion of the Lessor, will cause.the Lessor's net return
((after all income taxes, calCulatea‘op the assumption that the
Lessor's Federal, state and local taxes computed by refefence
to net income or excess profits are based on a 48% effective
Federal tax rate and the highest effective state ‘and local
income tax and/or excess profit tax rates generally applicable
to the Lessor, including therein the effect of any applicablg
surtax, surcharge and/or other tax or charge related thereto,
and deducting (to the extent at that time permitted by Federal
Law) frqm any such Federal tax the maximum deductible amount of

any such state and local tax (such rates as so calculated being
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hereinafter in this Agreement called the "Assumed Rates"), in-
cluding any penalties thereoh)) in respect of such Equipment
under this Agreement to qual the net return (after all income‘
taxes at the Assumed Rates, including any penalties thereon)
that would have been available if the Lessor had been entitled
to utilization of all or such portion of such credits or amorti-
zation or depreciation deductions which were not claimed or

were disallowed and the Lessee shall forthwith pay to the Lessor
the amount of any interest whicﬁ may be assessed by the United
States-against the Lessor attributable to the loss of all or

any portion of such crédits or amortization or depréciation
deductions., "Lessor's net return", as used herein, shall be
determined on the basis of, and consistent with, the after-tax
“yield calculations in fact utilized by the Lessor in determining
.the acceptability to it of the'rental rate set:forth in Section 4
heréof. -

The Lessor agrees that if, in the opinion of its inde-
pendent tax counsel (herein refefred to as "Counsel"), a bona
fide claim to all or a portion of such credits or amortization
" or depreciation deductions on any item of Equipment exists in
respect of which the Lessee is required to pay increased rental
and interest as afo;esaid to the Lessor as above provided, the

. Lessor shall, upon request and at the expense of the Lessee,
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take all such legal or other appropriate action deemed reason-
able by Counsel in order to sustain such claim., The Lessor
may take such action prior to making payment of the amounts
claimed pursuant to a notice of disallowance or may make such
payment and then sue for a refund. In the latter event, the
Lessee shall advance to the Lessor, without interest, sufficient’
funds to make such payment. The Lessor shall not be obligated
to take any such legal or other appropriate action unless the
Lessee shall first have indemnified the Lessor for all liabili-
ties and expenses which may be entailed therein and shall have
furnished the Lessor with such reasonable security therefor as
may be requested.

The Lessee's agreenmnent to pay any sums which may be—.
come payable pursuant to this Section 19 shall survive the ex-
piration or other termination of this Lease, and there shall
be made all necessary retroactive adjustments in the rentals
~and Stipulated Loss Values theretofore paid in order to carry
out the intent of this Section 19, which adjustments shall,
forthwith following the determination of the amounts thereof,

be paid by the Lessee by means of one lump sum payment.

Section 20. Severability. Any provision of this

Agreement which is prohibited or unenforceable in any juris-
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diction shall, as to such jurisdiction, be ineffective to the

- extent of such prohibition or  unenforceability without invali-
dating the remaining provi;ions hereof, and any suchvprohibition
or unenforceability in any jurisdiction shall not invalidate or

render unenforceable such provision in any other jurisdiction.

Section 21. Other Obliqations; Lessee agrees that,

during the term of this Agreement, Lessee will not assume or
enter into any other leases of equipment, equipment trust agree-
ments, conditional sale agreements or other liabilities or |
obligations in connection with the leasing or finanecing of the
acquisition of eqﬁipment or other tangible personal property,
except the agreement with the United States Government referred
to in Section 4 hereof (i) if such liabilities or obligations
would be entitled, directly or indirectly, to any priority in
right of payment over the obligations of the Lessee under this
Agreement, or (ii) if such liabilities or obligations would be
secured, directly or indirectly, by any mortgage, lien or other
security interest in property of the Debtor or Lessee (except
“the equipment'or other property involved in the particular
transaction) unless the obligations of the Lessee under this
Agreement are equally and ratably secured thereby, provided

that nothing herein shall restrict the right of the Trustees
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to issue and sell trustees' certificates for any proper purpose.

Section 22, Miscellaneous. Any other pfovision con-

tained in this Agreement to the contrary notwithstanding, it
is hereby agreed that, unless clearly inappropriate by its
terms, the termination of the leasing of the Equipment under
the terms of the lease embodied in this Agreement, shall not
cut eff or otherwise in any wayAadversely affect any accrued
rights of either party hereunder.

Subject to the provisions hereof, this Agreement
shall bind and inure to the benefit of the parties hereof and
their respective euccessors and assigns.

The parties hereto agree that, in cennection with
the performance of all acts and duties required hereunder,

time is of the essence of this Agreement.

IN WITNESS WHEREOF, INTENDING TO BE LEGALLY BOUND
HEREBY, Lessor and Lessee, each pursuant to due authority,
have caused these presents to be signed in their respectiye

names and their respective seals to be hereunto affixed as of
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the date first above written,

RADNOR ASSOCIATES, LTD.

£ =7\,

ATTEST: President '
= Secretary b/

RICHARDSON DILWORTH and

ANDREW L. LEWIS, JR.,
Trustees .of the property of
Reading Company, Debtor.

Codlodign Dol

Richardson DllWO th

WITNESS:
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COMMONWEALTH OF PENNSYLVANIA:

e 80
14
[0)]
.

COUNTY OF PHILADELPHIA

on this /% day of , 1973,
before me personally appeared 477547 52i;§Z&ZZL64///;%
to me personally known, who, being by me duly sworn, says that
he is President of RADNOR ASSOCIATES, LTD., that the seal af-
fixed to the foregoing instrument is the corporate seal of said
corporation, that said instrument was signed and sealed on be-
half of said corporation by authority of its Board of Directors
and he acknowleaqed that the executlon of the foregoing instru-

ment was the free act and deed of said corporation.

iy D ket

- e //N ary Public

I GQVQLQQ My commission expires: j;é%;Zé;[
s T TR
<
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COMMONWEALTH OF PEUNSYLVAMNIA:

COUNTY OF PHILADLLPHIA

4

on this o2 = day of 7776?{ , 1973,
TLWORTH

and ANDREW L,

e oo
4]
1]
[ ]

before me personally appeared RICHARDSON
LEWIS, JR., Trustees of the property of Reading Company, Debtor,
signers and sealers of the foregoing instrument, and they
acknowledged the same to be their free act and deed, as such

Trustees, before me.

(Notarial Seal)

Notary Public, Philadelphia, Philadelphia Co.
a Wy Commission Expires January 17, 1974

- R ~
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Exhibit "a"

CERTIFICATE OF ACCEPTINCE

Under Lease of Egquipment dated as of march 15, 1973.

-The undersigned, being the duly authorized agent of
Richardson Dilworth and Andrew L. Lewis, Jr., Trustees of the
property of Reading Company, Debtor (Trustees), hereby certi=-
fies that the following tie handlers referred to in the Agree-
ment to Lease Equipment (Lease) between Radnor Associates, Ltd.
(Radnor) and the Trustees, dated as of March 15, 1973,

Reading Company's
Identifying
Quantity - Numbers Date

have been duly delivered by Radnor to the Trustees as lessee
under the Lease and have been duly accepted by the undersigned
on said date on behalf of the Trustees under the provisions of
the Lease. :

The undersigned further certifies that at the time
of its delivery to the Trustees each tie handler covered by
this Certificate was properly marked on each side thereof with
the legend provided in Section 6 of the Lease,

Authorized Representative of
Richardson Dilworth and Andrew L.
Lewis, Jr., Trustees of the property
of Reading Company, Debtor.
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Exhibit "B"

SCHEDULE OF STIPULATED LOSS VALULS

Percentage of Lessor's purchase cost of the Equipment to be
paid pursuant to Sections83-and 10 of that certain agreement to
lease made bhetween Radnor Associates, Ltd. and Richardson Dil-
worth and Andrew L. Lewis, Jr., Trustees of the property of
Reading Company, Debtor

Quarter * Quarter
1 1149 . 18 - 75%
2 114 19 | 72
3 115 | 20 "~ 65
4 115 - 21 61
114 22 | 57 -
6 112 23 54
7 111 24 .) 51
8 109 25 Y
9 106 26 _ 43
10 103 j 27 | 40
11 : 101 28 32
12 94 29 28
13 ' 91 30 23
14 87 ‘ 31 19
15 85 32 15
16 82 Thereafter 15
17 _ '79

* - A 3-month period. The initial gquarter shall commence on the
settlement date, as provided in Section 4 hereof.



NOTICE OF ASSIGNMENT

This is to advise that, effective April 1, 1976,
12:01 a.m., the Financing Agreement described beiow has
been assigned to the Consolidated Rail Corporatioh by the
"Trustees of: Reading Company |

1 Plymouth Meeting
Plymouth Meeting, Pa. 19452

The Financing Agreement is a Lease
; date March 15, 1973
. ~N )
bearing the ICC recordation number V{028
The payeé's name and address is: Radnor Association, Ltd.

Box 124
Radnor, PA 19087

This Notice of Assignment has been placed in the

amen
o

[0 IR S

file of the ICC recordation number listed above and the entire

assignment is contained in the ICC recordation file stamped

in the margin of this assignment. A copy hereof will be

promptly mailed to the payee listed above for distribution

to the keneficial holder(s) of the Financing Agreement described

in this Notice of Assignment.

Consolidated Rail Corporation



