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I am attaching a Verified Petition for Preliminary Injunction and Verified Petition for Declaratory Order
filed by the Commuter Rail Division of the Regional Transportation Authority d/b/a Metra.
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Statement (Served December 6, 2000). Specifically, 49 C.F.R. 1002.2(¢e)(1) states that “filing fees are
waived for application and other proceedings which is filed by...a state or local government agency.”
Metra is a local government agency filing the request on behalf of the general public and Chicago-area
commuters. Accordingly, Metra requests that the filing fee submitted with the Petitions be waived.
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BEFORE THE SURFACE TRANSPORTATION BOARD

COMMUTER RAIL DIVISION OF THE REGIONAL TRANSPORTATION
AUTHORITY, d/b/a METRA

VERIFIED PETITION FOR DECLARATORY ORDER

Finance Docket No. FD 36420

The Union Pacific Railroad (“UP”) has advised the Commuter Rail Division of the
Regional Transportation Authority, an Illinois unit of local government, d/b/a Metra (“Metra”),
that UP has no common carrier obligation to provide commuter passenger service on the UP North,
UP West, and UP Northwest lines and that it intends to cease providing essential elements of that
service. UP’s action will inflict serious harm on the commuting public that pre-COVID relied on
this service for 89,000 trips per day. Metra hereby requests the Surface Transportation Board
(“STB” or “Board”) to issue a Declaratory Order stating that UP has a long-standing and
continuing common carrier obligation to provide commuter rail passenger service on the three
subject UP lines; and that the STB has the jurisdiction and the authority to enforce the common
carrier obligation under 49 U.S.C. § 11101 and require UP to fulfill that obligation by providing
the commuter rail passenger service under the circumstances presented herein. Enforcement of
UP’s common carrier obligation is entirely consistent with the Rail Transportation Policy’s goal

of ensuring the rail transportation system meets the needs of the public.



I. Introduction

After forty-one years of taxpayer subsidization of its commuter rail passenger service, UP
now declares it has no common carrier obligation to provide this service on three lines that
comprise a part of the essential web of passenger rail lines serving Chicago and its suburbs. UP’s
predecessor in interest! acknowledged specifically that it had a common carrier obligation to
provide these services on these lines. Nevertheless, and even after it has for years received
subsidies for those services, UP has announced that it will no longer provide necessary support
services that are essential elements of operating commuter rail passenger service on its three lines
between the Ogilvie Transportation Center in Chicago and, respectively, Kenosha, Wisconsin
(“UP North Line”); Harvard and McHenry, Illinois (“UP Northwest Line”); and Elburn, Illinois
(“UP West Line”) (collectively the “UP lines”). Two of the lines are intrastate, one is interstate,
and all three operate on tracks and facilities that comprise a part of UP’s interstate operating
network in the greater Chicago region.

Metra has subsidized the operation of commuter service on the subject UP lines in excess
of $2 billion over the past 41 years. The subject UP lines serve 66 stations in northeast Illinois
and one in Wisconsin. They account for almost 580 million annual passenger miles, over one-
third of all trips on Metra annually; prior to the COVID-19 pandemic, the subject UP lines provided
89,000 daily passenger trips — approximately one-third of the daily passenger trips on the Metra
system.

To preserve the operation of these essential pieces of the service to the residents of Chicago
and its northern and western suburbs, Metra files this Petition for Declaratory Order requesting the

Board to:

! As described more fully below in Section 1.D, UP is the successor-in-interest to Chicago and North Western Railway
Company, which UP acquired in 1995.



1. Declare that UP has a long-standing common carrier obligation that predates the
formation of Metra to provide commuter rail passenger service on the UP North,
UP West and UP Northwest lines; and
2. Affirm that the STB has the jurisdiction and the authority to enforce the common
carrier obligation under 49 U.S.C. § 11101 and require UP to provide the commuter
rail passenger service.
A. The Parties
Metra is one of the largest and most complex commuter rail systems in North America,
serving Cook, DuPage, Will, Lake, Kane and McHenry counties in northeastern Illinois and the
City of Kenosha in Wisconsin. Metra provides service to and from downtown Chicago with 242
stations over 11 routes totaling approximately 500 route miles and 1,200 miles of track. Prior to
the COVID-19 pandemic, which severely reduced daily ridership,?> Metra provided an average of
251,000 passenger trips® each weekday. As a fundamental part of the regional transportation
network, Metra provides efficient commuter rail passenger service that enhances the economic and
environmental health of northeast Illinois.
UP is a Class | interstate rail carrier, providing transportation subject to the Board’s
jurisdiction under 49 U.S.C. § 10501. UP provides freight common carrier service in twenty-three
states and over 32,000 miles in the United States and has conducted commuter rail passenger

service on the UP North, UP West, and UP Northwest lines since its acquisition of the Chicago

and North Western Railway Company (“CNW?”) in 1995.

2 Mary Wisniewski, Clean cars, fewer mystery spills, and plenty of open seats greet riders as they slowly return to
mass transit, Chicago Tribune, June 11, 2020, https://www.chicagotribune.com/business/transportation/ct-biz-public-
transit-return-cta-metra-pace-20200610-w5b734yqgbrb4xhbvzent7rtfxa-story.html (Noting initial Metra ridership
decline of 97% at the start of the COVID-19 pandemic).

3 Federal Transit Administration, Transit Agency Profile: Northeast Illinois Regional Commuter Railroad Corporation
(2018).




B. UP’s Predecessor, the Chicago and North Western Railway Company,
Provided Common Carrier Commuter Rail Passenger Service on the Subject
UP Lines with respect to which UP is Currently Trying to Hold Metra Hostage

Historically, the CNW provided the commuter rail passenger service on what are now the
subject UP lines, which were constructed between 1854 and 1856.% These early passenger services
fostered the growth of the Chicago metropolitan region. Population centers developed along the
lines, taking advantage of affordable and efficient commuter service to and from downtown
Chicago.®

In 1887, Congress passed the Interstate Commerce Act, which codified the railroads’
common-law obligations as common carriers. American Trucking Ass’n v. Atchison, Topeka &
Santa Fe R.R. Co., 387 U.S. 397, 406 (1967). Accordingly, CNW, like all other railroads then
operating in the U.S. had a statutory common carrier obligation for all service operated on their
lines — freight, as well as both long-distance passenger service (now known as “intercity” service)
and short distance passenger service within major metropolitan areas (now known as “commuter”
service). At no time did CNW receive any legislative or any regulatory agency authority to
discontinue the commuter rail passenger service.

C. Hlinois Enacted Legislation to Provide an Option for the Railroads to Obtain
Subsidization for Operating Commuter Service by Entering into Contractual
Arrangements with Metra Rather Than Operate the Service at a Loss

In 1974, as railroads filed for bankruptcy, Chicago area voters created the Regional

Transportation Authority (“RTA”) by referendum to provide an avenue for railroads like the CNW

to have tax funds subsidize their commuter rail passenger services. Regional Transportation

4 See Chi. & N. W. Ry. Co., 137 I.C.C. 1, 104-105 (1928). CNW was formed from various predecessors in 1864, 137
I.C.C. at 98, and became Chicago and North Western Transportation Company in 1972. N. W. Emps. Transp. Corp.-
-Pur.—Chi. & N.W. Ry. Co., 342 I.C.C. 58, 60 (1972). It returned to the Chicago and North Western Railway
Company name in 1994. E.g., Chi. and N. W. Transp. Co.--Abandonment and Discontinuance of Serv. Exemption--
In Hennepin County, MN, ICC Docket No. AB-1 (Sub-No. 252X), slip op. at 1, n.1 (Service Date July 15, 1994).

> See generally Chicago & North Western History, https://metrarail.com/about-metra/our-history/chicago-north-
western-history (last visited July 17, 2020).




Authority Act, 70 ILL. ComMp. STAT. 3615 (2019). “[W]ithin 180 days after receiving a written
request from [the private carriers] [the RTA or Metra must] tender and offer to enter into . . . a
purchase of service agreement that is in conformity with this Act and that covers the public
transportation services by rail.” 70 ILCS 3615/2.02. RTA took over rail passenger commuter
services on some of the commuter lines in response to the bankruptcies of the Chicago, Rock Island
and Pacific Railroad (the “Rock Island”) and the Chicago, Milwaukee, St. Paul and Pacific
Railroad (the “Milwaukee Road™). In other cases, at the request of the railroads, RTA entered into
contracts, i.e., purchase of service agreements (“PSA”), with them to financially subsidize their
long-standing commuter rail passenger services. The three subject UP lines fall into the latter
category. From the outset of this arrangement, CNW explicitly acknowledged that it retained an
independent obligation as a common carrier on the affected lines. In a 1978 Commuter
Improvement Grant Agreement, RTA and CNW agreed that “[i]n the event no Service Agreement
is in effect, Railroad [CNW] shall provide Commuter Rail Service over or upon the Project
Facilities in accordance with its common carrier obligation.” See Exhibit A, RTA and CNW
Commuter Grant Agreement, Article VI, Section 6.02 (“1978 Agreement”) (emphasis supplied).
The RTA eventually bought the tracks of both the Rock Island and the Milwaukee Road
that had long been used in commuter service and created the Northeast Illinois Regional Commuter
Railroad Corporation (“NIRC”) to operate the lines in 1982. The RTA was reorganized in 1983,
and a commuter rail division was created to oversee all commuter passenger rail services. The
Commuter Rail Division of the RTA, known as Metra, through NIRC operated the lines formerly
owned by the Rock Island and Milwaukee Road directly and executed PSAs with the other
railroads for operation of the remaining commuter lines. At this time, CNW continued to negotiate

and execute its own PSAs with RTA and Metra, respectively, for subsidization of the commuter



rail passenger services it continued to provide on the UP North, UP West, and UP Northwest lines.
At no time did CNW receive any legislative or regulatory agency authority to discontinue this
service.

D. UP Service on the Subject UP Lines

UP acquired the CNW in 1995. Union Pac. Corp., Union Pac. R.R. Co. and Mo. Pac. R.R.
Co.—Control—Chi. and N. W. Transp. Co. and Chi. and N. W. Ry. Co., ICC Finance Docket No.
32133 (Service Date Mar. 7, 1995).6 Upon UP’s acquisition of CNW, UP, as the surviving entity,
succeeded to CNW’s ownership of and common carrier obligation on the UP North, UP West and
UP Northwest lines. Since 1995, UP has provided this commuter rail passenger service pursuant
to three successive PSAs with Metra. The third, current PSA, attached as Exhibit B, was
negotiated in 2010. Under the current PSA, UP employees operate the trains, maintain all three
commuter lines, and perform various administrative functions. Exhibit B, Article 2. Metra owns
and provides the rolling stock required for the operation of the commuter trains on the three subject
UP lines. UP owns and maintains the track, bridges and signal systems, which are also used for
freight services. Metra retains overall authority over fares. Exhibit B, Article 2.02. Metra will
continue providing equipment to UP in the event the PSA between Metra and UP expires.

In recognition of the important public interest in the freight and commuter rail passenger
service on these three lines, Metra, the State of Illinois and the Federal government have invested
heavily in improving the lines to ensure the viability of continued operations. Metra’s total annual
operating budget for service on the subject UP lines for Fiscal Year 2019 was $236.3 Million. This

represents 29.5% of Metra’s total system operating budget.

& CNW was formally merged into UP on October 1, 1995. E.g., West Texas Util. Co. v. Burlington N. R. Co., 1 S.T.B.
638, 650 n.17 (1996).



In 2019 alone, Metra paid to UP $61 Million in operating payments under the terms of the
PSA. In addition, Metra provides subsidies to UP in the form of materials including fuel,
mechanical parts, rent, utilities, and uniforms. For 2019, these in-kind subsidies totaled $37
Million. As aresult, in just one year, Metra and Illinois taxpayers paid UP over $98 Million under

the PSA. To summarize:

UP direct expenses to run service: $199 Million
Ticket revenues: - $138 Million
UP Operating Deficit: $ 61 Million
Metra purchased materials to support service: +$ 37 Million

(Diesel fuel, mechanical parts, rent, utilities, uniforms)

Total Metra/taxpayer contribution: $98 Million

Further, since 1979 the State of Illinois and the Federal Transit Administration have
invested $1.2 Billion in capital improvements on these lines. These investments benefit both the
commuting public and the fluidity of UP’s operation of the interstate freight services that have
continued unabated on these lines concurrently with commuter rail passenger service.

The term of the 2010 PSA extended through December 31, 2016. UP and Metra agreed to
extend that PSA through 2019. In the summer of 2019, UP requested that Metra take over the
commuter rail passenger service on the subject UP lines. Metra and UP continued negotiations
but UP thereafter would only agree to 60-day extensions of the PSA. The latest extension provided
an expiration date of August 31, 2020.

During negotiations for the new agreement, the parties disagreed on whether UP possessed
a common carrier obligation to provide service if the parties were unable to negotiate new terms.
Metra asserted that UP has a common carrier obligation with respect to commuter rail passenger

service, independent of the terms of the PSA. UP responded that it no longer has an obligation to



continue operating commuter rail passenger service on the subject UP lines after the expiration of
the PSA. UP is wrong. Its common carrier obligation continues.

E. The District Court Dispute over Union Pacific’s Common Carrier Obligation

On December 5, 2019, UP asked the U.S. District Court for the Northern District of Illinois
to declare that UP has no common carrier obligation to operate commuter rail passenger service
on its lines after the expiration of the PSA. Union Pac. R.R. Co. v. Commuter Rail Div. of the
Reg’l Transp. Auth., d/b/a Metra, No. 1:19-cv-07957 (N.D. Ill. Filed Dec. 5, 2019). On March 3,
2020, Metra filed a Motion to Dismiss or Stay Based on Primary Jurisdiction asking the Court to
dismiss the Complaint without prejudice because this Board has primary jurisdiction over matters
related to determination and enforcement of a rail carrier’s common carrier obligation, or in the
alternative, refer the matter to this Board and stay the matter pending consideration by the Board.
That Motion remains pending.

F. UP’s Reduction of Service Notification

On June 30, 2020, Cynthia M. Sanborn, UP Vice President for Network Planning and
Operations, notified Metra, via letter attached as Exhibit C, that despite its pending action in the
District Court UP planned to begin discontinuing services associated with the UP North, UP West,
and UP Northwest lines beginning on August 31, 2020.” UP intends to discontinue providing the
following services, without District Court or STB authority, by November 30, 2020: law and
claims, passenger ticket agents, federally mandated mechanical car and mechanical locomotive
repair, engineering and communications and telecommunications. Each of these functions is

integrally related to the commuter rail passenger services on these lines and constitute part of the

" UP’s letter states that revenue accounting will be transferred on July 31, 2020. However, Metra already provides
revenue accounting services. The actual reduction in services will begin on August 31, 2020 when UP stops Law and
Claims services.



transportation that UP provides on the subject UP lines. Federal safety regulations require the
inspection and periodic maintenance of passenger equipment and locomotives. See generally 49
C.F.R. Part 238, “Passenger Equipment Safety Standards” and 49 C.F.R. Part 229 “Railroad
Locomotive Safety Standards.” Because Metra currently relies on UP to provide these maintenance
and inspection services, UP’s threatened refusal to provide them threatens the viability of the
commuter rail passenger service on the subject UP lines.

In response to UP’s letter, and in order to avoid a potentially devastating lapse in service,
Metra has asked UP to continue fulfill its common carrier obligation to provide this commuter rail
passenger service by maintaining the coaches and rolling stock as it does now. See Exhibit D,
page 2. UP must also continue to perform the other services it currently provides under contract,
until either: (1) the parties reach agreement to transfer those services from UP to Metra; or (2) UP
elects to provide those services pursuant to its long-standing common carrier obligation to operate
the commuter rail passenger service without the subsidy provided by a PSA. Exhibit D, page 2.
In addition, concurrent with the filing of this Petition, Metra has filed a Petition for a Preliminary
Injunction in this matter to require UP to provide the commuter rail passenger service to avoid a
severe disruption in Chicago commuter rail service.

Because of the importance of receiving confirmation of UP’s long-standing and continuing
common carrier obligation in order to preserve the viability of the crucial service on its lines, and
consistent with Metra’s motion before the District Court, Metra submits this Petition for
Declaratory Order to resolve the dispute created by UP with respect to the status of that obligation.
The relief Metra requests in this Petition and its Petition for Preliminary Injunction is limited to
the extraordinary circumstances presented in this Petition. No new precedent is created here. The

Board’s decision here is limited to the unique circumstance where a railroad has a common carrier
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obligation to provide commuter rail passenger service on its lines that has not been otherwise
relieved by legislative or regulatory authority.
Il. ARGUMENT

A. The STB Has Jurisdiction to Issue a Declaratory Order in this Proceeding to
Resolve an Important Question Affecting Rail Service in the Chicago Region

The Board has discretionary authority under 5 U.S.C. § 554(e) and 49 U.S.C. § 1321(b)(4)
to issue a declaratory order to eliminate a controversy or remove uncertainty. The nature of the
commuter rail passenger service in this case raises unique and unprecedented legal and
jurisdictional questions regarding UP’s remaining, long-standing common carrier obligation to
provide commuter rail passenger service on the UP North, UP West, and UP Northwest lines. The
STB is best suited to assure that Metra’s commuters are not left in the lurch and to address these
questions through a declaratory order proceeding.

UP’s claim that it does not have a common carrier obligation to provide commuter rail
passenger service on the UP North, UP West, and UP Northwest lines unavoidably implicates
issues regarding the nature of its ongoing common carrier obligation. This Board must address
the scope and application of UP’s common carrier obligation under 49 U.S.C. § 11101 to provide
this commuter rail passenger service, because this Board is the only forum with the expertise to
properly adjudicate the complex questions presented under the unique facts of this case. While
courts have jurisdiction to adjudicate some matters that could also be addressed by the STB, courts
often refer complex matters involving unique railroad obligations to the STB. See e.g. Ill. Cent.
R.R. v. South Tec Dev. Warehouse, Inc., No. 97-¢-5720, 1999 U.S. Dist. LEXIS 11222 *4-*6 (N.D.
I11. 1999) (referring question of reasonableness of demurrage charges to STB but rejecting request
to refer additional question regarding application of demurrage to boxcar traffic). The questions

surrounding UP’s unprecedented claim that a railroad may disregard its common carrier obligation
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when it has received a request to provide service pursuant to that obligation, and the confirmation
of what constitutes the elements of the service required as part of fulfilling that obligation, requires
the institutional knowledge and expertise of the Board.

“Courts recognize that the STB has substantial expertise in determining what constitutes
an unlawful refusal to provide service under [49 U.S.C] 8 11101.” Chlorine Inst., Inc. v. Soo Line
R.R., No. 14-cv-1029, 2014 U.S. Dist. LEXIS 71825, *8 (D. Minn. 2014) (citations omitted).
Courts “almost invariably defer to the STB’s expertise” with respect to disputes over whether a
carrier’s practices violate § 11101.” Id. at *6. In addition, “[c]ases involving the extent to which
a party has an obligation to provide rail service and whether it has met that obligation can be
difficult because often the required factual determinations are inherently subjective.” Groome &
Assocs., Inc. and Lee K. Groome v. Greenville Cty Econ. Dev. Corp., STB Docket No. NOR 42087,
slip op. at 5 (Service Date July 27, 2005). In circumstances where a railroad stops providing
service requested by the public, “[t]he Board reviews whether the carrier was justified in stopping
service, and whether, and when, it should have taken steps to reinstitute service.” Id. at 6 (citing
GS Roofing Prods. Co. v. Surface Transp. Bd., 143 F.3d 387 (8th Cir. 1998); Decatur Cty.
Comm’rs, et. al. v. The Cent. R.R. Co. of Ind., STB Finance Docket No. 33386, slip op. at 7 (Service
Date Sept. 29, 2000), aff’d, Decatur Cty. Commissioners v. Surface Transp. Bd., 308 F.3d 710 (7th
Cir. 2002) (setting forth a balancing test for the reasonableness of an embargo)).

The Board has routinely issued declaratory orders to resolve disputes over the existence or
extent of railroads’ common carrier obligation. See e.g., Naval Nuclear Propulsion Program,
United States Army Military Surface Deployment and Distrib. Command, and Fluor Marine
Propulsion, LLC—Petition for Declaratory Order, STB Finance Docket No. 36298 (Service Date

Oct. 15, 2019); Union Pac. R.R. Co.—Petition for Declaratory Order, STB Finance Docket No.
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35219 (Service Date June 11, 2009); and Pejepscot Indus. Park, Inc., d/b/a Grimmel Indus.—
Petition for Declaratory Order, 6 S.T.B. 886 (2003). Likewise, the Board is best situated to
address the complex questions of what actions are part of fulfilling that common carrier obligation,
issues that arise because of UP’s proposal to cease providing essential elements of the commuter
rail passenger services on the subject UP lines.

Finally, the Rail Transportation Policy of 49 U.S.C. § 10101 raises public policy
implications that this Board is uniquely qualified to address. Specifically, 49 U.S.C. § 10101(4),
states that, in regulating the railroad industry, it is the policy of the United States Government to
“ensure the development and continuation of a sound rail transportation system with effective
competition among rail carriers and with other modes to meet the needs of the public . . .”
(emphasis supplied). The Board, “given its far greater and unique experience in dealing with such
matters, is far better suited than any court to uniformly apply national rail policy.” Buffalo Crushed
Stone, Inc. v. R.J. Corman R.R. Corp., No. 97-cv-0875E, 2001 U.S. Dist. LEXIS 4832, *15-*16
(W.D.N.Y. 2001).

The issues set forth in this case demand the special expertise of the Board. To address the
important legal and public policy issues raised by this Petition, the Board must address the
questions presented and grant the relief requested by Metra.

B. UP has a Common Carrier Obligation to Provide the Long-Standing
Commuter Rail Passenger Service on the UP North, UP West, and UP
Northwest Lines that has Never Been Extinguished by Any Statute or

Regulatory Agency with Jurisdiction Over the Matter and Therefore Remains
Fully in Effect

“Railroads have a statutory common carrier obligation under 49 U.S.C. § 11101(a) to
provide transportation or service upon reasonable request.” Riffin v. Surface Transp. Bd., 733 F.3d
340, 346 (D.C. Cir. 2013) (internal citations omitted). The scope of that obligation begins with

the definition of “transportation” in the statute. “Transportation”:
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includes—

(A)alocomotive, car, vehicle, vessel, warehouse, wharf, pier, dock, yard, property,
facility, instrumentality, or equipment of any kind related to the movement of
passengers or property, or both, by rail, regardless of ownership or an
agreement concerning use; and

(B) services related to that movement, including receipt, delivery, elevation,
transfer in transit, refrigeration, icing, ventilation, storage, handling, and
interchange of passengers and property;....

49 U.S.C. 8 10102(9) (emphasis supplied).

In this case, CNW’s fulfillment of its common carrier obligation on the UP North, UP
West, and UP Northwest lines continued when the merger with UP occurred in 1995 and included
the obligation to provide commuter rail passenger service. That obligation remains in full force
and effect today following UP’s acquisition of CNW. “No carrier by railroad subject to this
chapter shall abandon all or any portion of a line of railroad, or the operation thereof, unless and
until there shall first have been obtained from the Commission a certificate that the present or
future public convenience and necessity permit of such abandonment.” Chicago & N. W. Transp.
Co. v. Kalo Brick & Tile Co., 450 U.S. 311, 320 (1986) (internal citations omitted). No statute has
repealed, and no public agency ever entered an order releasing the UP or its predecessors from the
obligation to provide this service.

Nor has the fact that CNW and now UP have been providing commuter rail passenger
service under contract to Metra diminished their continuing common carrier obligation. Pursuant
to the Illinois RTA Act, which allowed the CNW and later the UP to enter into contractual
relationships to continue running service and obtain compensation, Metra is subsidizing UP’s
operation of the commuter rail passenger service under the terms of the PSA. However, UP, as

the owner of the line and successor to CNW, still has a common carrier obligation to provide

commuter rail passenger service if that PSA lapses.
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The law is clear on this point. Courts have held that railroads’ “obligation as common
carriers is comprehensive and exceptions are not to be implied.” American Trucking Ass'n, 387
U.S. at 407. Railroads “cannot lawfully make fulfilling their statutory obligations contingent upon
whether they think it is ‘worth it’ to do so. Rather, a carrier must adhere to its statutory obligations
even if it suffers hardship in so doing.” Pejepscot Indus. Park, Inc. 6 S.T.B. at 898 (citing Decatur
Cty. Comm’rs, 308 F.3d at 715). UP cannot walk away from a 150-year old service obligation
that, pre-COVID, was relied upon for 89,000 daily passenger trips--approximately one-third of the
total daily passenger trips on Metra—and now provides transportation for first responders and
front line workers assisting in the recovery. The STB must order UP to fulfil its long-standing
common carrier obligation on the subject UP lines.
1. UP’s Common Carrier Obligation to Provide Commuter Rail Passenger
Service in Illinois and Wisconsin that it Inherited from CNW Remains in
Place, Unaffected by the Passage of Time and the Intervening Contractual
Subsidies
Commuter rail passenger service on the UP North line to Waukegan began in 1855, and to
Kenosha in 1867. Service on the UP Northwest line began in 1857 and service on the UP West
line began in 1864. Congress established the common carrier obligation of railroads in the late
19" century and, consistent with that obligation, CNW continued to provide common carrier
commuter rail passenger service on these lines for the next hundred years. In 1975, 1980 and
1984, CNW sought subsidization of its service and, under the authority granted in the RTA Act,
asked the RTA to enter into PSAs to obtain payment for the service. CNW confirmed in the 1978
Agreement, discussed supra, that if the PSAs lapsed it would still have a common carrier
obligation to provide commuter rail passenger service.

Railroads like BN, CNW and later UP, which were primarily engaged in freight service,

continued to provide commuter rail passenger service under their long-standing common carrier
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obligation on these lines for generations. When UP purchased CNW in 1995, Union Pac. Corp.,
ICC Finance Docket No. 32133, it assumed the long-standing common carrier obligations for
commuter rail passenger service in the Chicago area. See Groome & Assocs., STB Docket No.
NOR 42087, slip op. at 10 (“By acquiring full ownership of an active railroad, [the owner] assumed
a common carrier obligation”). UP’s common carrier obligation for the commuter rail passenger
service on these three lines, as a result, remains in effect and was never extinguished by any
legislation or Board authorization. Metra stepped in to subsidize the service in conjunction with
RTA, as discussed above, on the three subject UP lines pursuant to the existing PSA.

Upon expiration of the PSA, UP’s common carrier obligation remains in place and UP is
obligated to continue operating commuter rail passenger service pursuant to that obligation until
such time as that obligation is extinguished under applicable law. If there is no PSA with Metra,
UP must provide service on the subject UP lines unless and until it is relieved of the common
carrier obligation. “The only appropriate mechanisms a railroad may employ to excuse itself,
permanently or temporarily, from its common carrier obligations on a line of railroad are
abandonment or embargo,” Pejepscot Industrial Park, Inc., 6 S.T.B. at 898. Accordingly, UP’s
long-standing common carrier obligation remains.

i.  The Common Carrier Obligation Persists to this Day

The common carrier obligation refers to the statutory duty of rail carriers subject to the
STB’s jurisdiction to provide “transportation or service on reasonable request.”
49 U.S.C. 8 11101(a). The definition of “transportation” includes “movement of passengers.” 49
8 10102(9). “The statutory common carrier obligation imposes a duty upon railroads to provide
transportation or service on reasonable request. This duty reflects the well-established principle
that railroads are held to a higher standard of responsibility than most private enterprises.” GS

Roofing Products Co., 143 F.3d at 391(internal citations omitted). “[A] railroad may not refuse to
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provide services merely because to do so would be inconvenient or unprofitable. In addition, a
railroad may not unilaterally abandon a line at its own election; it must instead apply for and
receive permission from the proper administrative agency.” Id. (internal citations omitted). The
law governing the common carrier obligation does not distinguish between the standards and
responsibilities imposed by that obligation for freight service or for commuter rail passenger
service. While the governing statutes previously distinguished between the processes for
terminating freight and passenger service, see infra at page 18, it never diminished the duty to
respond to requests for service as a common carrier for as long as that obligation continues.

A railroad subject to the Board’s jurisdiction may not abandon or discontinue common
carrier service at will. *“Before termination of [a] carrier’s service obligation, the [Interstate
Commerce Commission] must be permitted time and scope to assure the public interest is
considered and protected.” Gibbons v. United States, 660 F.2d 1227, 1234 (7th Cir. 1981).
Bankrupt railroads retain their common carrier obligation. Id. at 1234-35. Indeed, “a railroad may
not refuse to provide services merely because to do so would be inconvenient or unprofitable.”
GS Roofing Products, 143 F.3d at 391. Even when track that is subject to the Board’s jurisdiction
has become unused over a lengthy period and has been removed, the line of railroad would still be
subject to the Board’s jurisdiction because abandonment authority has never been obtained for
such rail line. See Chelsea Prop. Owners—Abandonment—Portion of the Consol. Rail Corp.’s W.
30th St. Secondary Track in New York, N.Y.,8 1.C.C.2d 773, 790-91 (1992), aff’d sub nom. Consol.
Rail Corp. v. Interstate Commerce Comm’n, 29 F.3d 706 (D.C. Cir. 1994) (rail line remains within
the Board’s jurisdiction unless Board abandonment authority is obtained even if the rail line has

not been used for many years or has been removed).
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Historically, this legal framework applied to both passenger and freight railroads. When
Congress transferred many of the regulatory functions of the former Interstate Commerce
Commission (“ICC”) to the STB in 1996, the ICC Termination Act of 1995, Pub. L. No. 104-88,
109 Stat. 803 (1995) (“ICCTA?”), repealed the portions of the U.S. Code that established separate
specific procedures to govern “discontinuing or changing interstate train or ferry transportation
subject to State law,” and “discontinuing or changing train or ferry transportation in one State.”
See 49 U.S.C. 88 10908, 10909 (1993) (repealed by ICCTA). ICCTA did not, however, eliminate
the STB’s general jurisdiction over passenger rail, or the common carrier obligation to provide
service on reasonable request absent a line abandonment under 49 U.S.C. § 10903.

In DesertXpress Enters., LLC—Petition for Declaratory Order, STB Finance Docket No.
34914 (Service Date May 7, 2010), the STB addressed whether its jurisdiction over interstate rail
service included passenger rail. The STB explained that ICCTA “repealed the statutory sections
regulating passenger train discontinuance and special passenger rates—a significant reduction in
(but not elimination of) the regulation of passenger transportation.” Id. at 13. The Board held that
the interstate passenger rail service proposed in DesertXpress was subject to the Board’s
jurisdiction. “Nowhere in the statute or its legislative history has Congress defined the interstate
rail network as essentially or exclusively freight-based.” Id. at 17. “Congress’s intent in ICCTA
was to broaden the preemptive scope of STB regulation of railroad operations described in section
10501(b).” Id. at 14 (emphasis in original). “There is no basis [] for concluding that Congress []
anticipated and carved out—much less eliminated—from the scope of the Board’s jurisdiction any
and every other form of interstate passenger operations that might arise in the future as part of the

nation’s general system of rail transportation.” Id.
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ICCTA repealed the statutes that established a separate procedure for discontinuance of
passenger service, but ICCTA did not absolve railroads of their existing common carrier
obligations or eliminate the STB’s jurisdiction over passenger rail service. Therefore, even after
the expiration of Metra’s subsidy arrangement with UP under the existing PSA relating to
commuter rail passenger service on the subject UP lines, UP’s common carrier obligation to
provide commuter rail passenger service remains. Just as there was “no basis for concluding that
Congress [] anticipated and carved out—much less eliminated—from the scope of the Board’s
jurisdiction any and every other form of interstate passenger operations that might arise in the
future as part of the nation’s general system of rail transportation,” id. at 14, there is no basis for
concluding that Congress intended to allow railroads with a long-standing common carrier
obligation to unilaterally cease providing a service relied upon, pre-COVID, for 89,000 daily
passenger trips each day when, as here, it has received a reasonable request to continue providing
that service.

ii.  Neither Prior to Signing the PSA with Metra Nor at Any Time Thereafter,
did CNW Take Action to Eliminate the Common Carrier Obligation

When the railroads operating commuter rail passenger service in the Chicago area asked
the RTA to enter into PSAs to subsidize existing commuter rail passenger services in the 1970s
and 1980s, the railroads, including CNW, did not absolve themselves of their existing common
carrier obligations. Nor did they take any regulatory action at the time to secure any change in the
status of those obligations. Section 6.02 of the 1978 Agreement affirmed that “[i]n the event no
Service Agreement is in effect, Railroad [CNW] shall provide Commuter Rail Service over or
upon the Project Facilities in accordance with its common carrier obligations” (emphasis
supplied). Exhibit A Section 6.02. CNW acknowledged that it had a common carrier obligation

if there was no PSA in effect. When the UP acquired “full ownership of an active railroad,” UP,
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*assumed a common carrier obligation.” Groome and Associates, STB Docket No. NOR 42087,
slip op. at 10. There is simply no support that either CNW or UP was relieved of the common
carrier obligation to provide commuter rail passenger service on the UP North, UP West or UP
Northwest lines.

UP cannot hide behind the ICC’s decision in Commuter Rail Division of the Regional
Transportation Authority of Northeast Illinois d/b/a Metra—Exemption—Tariff Filing
Requirements, ICC Docket No. NOR 41506 (Service Date Feb. 24, 1995) (“Metra Tariff Filing
Requirements™) as a justification for UP’s assertion that it has no common carrier obligation. In
that case, the ICC concluded that, at that time, Metra, not the operating railroads, would have been
the party responsible for filing tariffs associated with the commuter service.

The central question of Metra Tariff Filing Requirements was whether Metra should be
exempt from the tariff filing requirements of Subtitle IV of Title 49. ICC Docket No. NOR 41506,
slip op. at 2. The ICC found that Metra was exempt because, “the usual rationale for tariff filing
requirements, that public tariffs help to eliminate undesirable pricing practices in markets where
pricing decisions are not disciplined by normal competitive pressures, has no application to
Metra’s commuter service.” Id. at 3. The crux of the issue was whether Metra, as a commuter
service, should be subject to a tariff filing requirement that was fundamentally directed at freight
railroads providing common carrier services to rail shippers, not acommuter rail passenger service.

The ICC’s holdings related to Metra as the entity that “holds itself out to provide the
commuter service at issue,” id., are implicated only insofar as Metra is the named party which
commuters recognize as providing the service. The ICC recognized that, for purposes of the tariff
filing requirements, Metra was the facilitator of the service from the view of the passengers. Id.

However, the question of the status of CNW’s (or its successor UP’s) passenger common carrier
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obligation did not arise because at the time only Metra was holding out as the offeror of the service.
The ICC did not address whether CNW had ever relinquished its common carrier obligation, or
any other aspect of the complexities of the common carrier obligation as it related to the underlying
commuter rail passenger service that are presented here.

The ICC, in the Metra Tariff Filing Requirements case, did not and could not have
expanded upon Metra’s authority under its governing statute. Nor was the ICC being called upon
to express an opinion as to whether UP or any other railroad providing Metra service might have
a continuing common carrier obligation upon the expiration of an existing PSA with Metra. The
focus was on what entity, if any, should be required to file tariffs at the ICC at that time. Given
the limited scope of the inquiry in that proceeding, there was no reason for the ICC to address the
status of CNW/UP’s unquestioned common carrier obligation to provide commuter rail passenger
service in the absence of a PSA with Metra.

2. Removal of the Separate Statutory Authority to Approve Discontinuance of

Passenger Service Left Intact the STB’s Jurisdiction Over the Regulation of
the Passenger Rail Common Carrier Obligation

Neither the ICCTA nor any other statute has relieved UP of its obligation to provide
commuter rail passenger service upon reasonable request. The removal of the statutes establishing
separate authority for discontinuance of passenger rail service effected no such change. The
removal of the statute that described specific STB authority to approve passenger train
discontinuance did not affect the agency’s authority to authorize operation of passenger service or
to enforce any passenger common carrier obligation that had not been lawfully terminated prior to
1995 or otherwise transferred to Amtrak.

In DesertXpress, the STB noted that “ICCTA’s legislative history shows that the
Conference Committee considered, but then expressly rejected, complete elimination of Board

jurisdiction over passenger transportation in favor of a more limited ‘curtailment’ of Board
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regulation of such transportation.” DesertXpress, STB Finance Docket No. 34914, slip op. at 13
(citing ICCTA Conference Report 167, reprinted in 1995-2 U.S.C.A.A.N. 852). The ICCTA, as
the STB held in DesertXpress, did not remove the STB’s jurisdiction over the operation of
passenger rail services. Under the unique circumstances arising from UP’s succeeding to CNW’s
long-standing service, Metra’s request that UP provide that service as a common carrier if UP
terminates the PSA is reasonable. The Board retains authority to regulate some terms of that
commuter rail passenger service, including the reasonableness of passenger service and rates.

In the wake of the ICCTA and the transfer of the Board’s regulatory authority from the
ICC, the STB conceived of the possibility that it might, in highly unusual circumstances, apply
some of its regulations to passenger rail service. In a 1997 final rule removing the now-obsolete
regulatory provisions under 49 C.F.R. Part 1136, which required rail passenger carriers to file
tariffs and notices of fare increases, the Board wrote:

We conclude that the regulations in [49 C.F.R.] part 1136 can be eliminated . . .

[U]nder the ICCTA, with certain exceptions not relevant here, ‘the Board does not

have jurisdiction . . . over mass transportation provided by a local governmental

authority.” 49 U.S.C. 10501(c)(2). Even as to rail passenger transportation that

might not qualify for that exemption, our regulatory authority is quite limited. The

vast bulk, if not all of such transportation is currently provided by Amtrak, over

which we have no rate regulatory authority. The tariff filing requirements formerly

applicable to rail carriers at former 49 U.S.C. 10761 and 10762 have been repealed,

and the circumstances under which we have authority to determine the
reasonableness of rates are extremely limited.

Removal of Obsolete Regulations Concerning Rail Passenger Fare Increases, STB Docket No.
Ex Parte 624, slip op. at 2-3 (Service Date June 18, 1997) (Final Rule) (emphasis added; footnotes
omitted). The emphasized language suggests that the Board believes that its authority over the
reasonableness of rates, passenger-related or otherwise, is “extremely limited,” but not non-
existent. The Board went on to state: “[f]inally, we see no need to institute a rulemaking

proceeding regarding disclosure of interstate passenger fares. As to any passenger transportation
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not covered by the mass transportation exemption of section 10501(c)(2), we believe that the
pertinent rate disclosure regulations issued at 49 CFR part 1300 would cover required disclosure
of passenger fares.” Id. slip op. at 3 (emphasis added). This passage expressly asserts that the
Board conceived that its regulatory provisions would implicate passenger fares and service in some
circumstances.

While the Board’s statements confirm that it has the authority in limited circumstances to
determine the reasonableness of passenger service and rates, it also suggests that the exercise of
such authority would be exceedingly rare, given the large carve-outs for public transportation
operated by local governmental entities and transfer of most interstate passenger rail service to
Amtrak, which leave as a practical fact almost no passenger rail subject to the Board’s jurisdiction.
Where a common carrier by railroad with no remaining obligation to provide passenger service
offers only freight service and does not otherwise hold itself out as providing passenger service,
the STB’s discussion does not suggest that freight railroads could be subject to demands for
passenger service rates and terms. The story is different here, however, where UP has a remaining,
unextinguished obligation to provide its long-standing commuter rail passenger service.

3. The Rail Passenger Service Act (“RPSA”) Does Not Relieve UP of its

Common Carrier Obligation with Respect to the Long-Standing CNW
Commuter Rail Passenger Service

Before the creation of Amtrak, all railroads had a common carrier obligation for all
passenger service operated on their lines — both long distance (now known as “intercity” service)
and short distance service within major metropolitan areas (now known as “commuter” service).
UP’s predecessor in interest, CNW, provided the commuter rail passenger service on the subject
UP lines that are now the focus of the dispute between UP and Metra. Upon the merger of CNW
and UP, UP as the surviving entity succeeded to CNW'’s obligation. See supra Union Pac. Corp.,

ICC Finance Docket No. 32133.
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With the creation of Amtrak by the RPSA, CNW had the option to convey its obligation to
provide long-distance, or intercity, service to Amtrak. Section 401(a), Rail Passenger Service Act
of 1970, Pub. L. 91-518, 84 Stat. 1327, 1334 (October 30, 1970) (“Before May 1, 1971, the
Corporation is authorized to contract and, upon written request therefore from a railroad, shall
tender a contract to relieve the railroad, from and after May 1, 1971, of its entire responsibility for
the provision of intercity rail passenger service) (emphasis supplied)).

The RPSA, however, did not affect the obligation to provide commuter rail passenger
service. It offered freight railroads only the opportunity to convey their intercity passenger
obligations to Amtrak. The ICC specifically noted in 1972 with respect to CNW that “[w]ith the
inauguration of Amtrak passenger operations on May 1, 1971, CNW no longer carriers [sic]
passengers in intercity service, although its commuter operations in and around Chicago remain
extensive.” North Western Employees—Pur.—Chicago & N.W. Ry. Co., 342 I.C.C. 58, 103 n.1
(1972). CNW could not and did not transfer its obligations to provide commuter rail passenger
service to Amtrak and therefore, the common carrier obligation it held in 1971 with respect to this
service, remains today.

Any common carrier obligation for commuter service that was in effect upon the creation
of Amtrak under the RPSA remained intact after the assumption by Amtrak of the freight railroads’
intercity passenger service obligations unless or until that obligation was discontinued in
accordance with the then-existing law. Likewise, when Congress relieved Consolidated Rail
Corporation (“Conrail”) of the obligation to operate commuter services on the lines it acquired
from the northeast railroads, Northeast Rail Services Act of 1981, Pub. L. 97-35, 88 1133(2), 1137,
95 Stat. 643, 644-647 (1981) (“NERSA”), that statute relieved Conrail, but no other railroads, of

the common carrier obligation to provide commuter service.
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Neither the ICCTA, nor the RPSA, nor NERSA extinguished UP’s common carrier
obligation to provide commuter rail passenger service. CNW acknowledged in the 1978
Agreement that its common carrier obligation would continue should the public subsidy of the
commuter rail passenger service cease. There is no question that this obligation continues. Neither
CNW nor UP ever sought or received authority to cease this service. UP’s common carrier
obligation for commuter rail passenger service on these three lines, therefore, remains in effect.

4. The STB May Issue an Order Enforcing UP’s Compliance with its Common
Carrier Obligation with Respect to this Commuter Service

The STB may issue an order enforcing UP’s compliance with its common carrier obligation
for this commuter rail passenger service. 49 U.S.C. § 11101 requires a common carrier subject to
the jurisdiction of the STB to provide transportation upon reasonable request. UP has received
such a request from Metra. See EXHIBIT D. The STB has the authority to enforce that obligation
for commuter rail passenger service in this case despite the jurisdictional carve out that prevents
the STB from exercising jurisdiction over certain commuter rail transportation in some
circumstances. See 49 U.S.C. § 10501(c)(2). That exception applies when the service is provided
by a public authority or by a railroad pursuant to a contract with a public authority. If there is no
contract, there is no exception. The statute does not in any way limit the STB’s continuing
jurisdiction over the UP’s never-extinguished common carrier obligation with respect to this
commuter rail passenger service in the absence of a PSA with Metra.

Section 10501(c)(2) states that a local government authority “includes a person or entity
that contracts with the local governmental authority to provide transportation services.” Once
UP’s contract with Metra expires, the commuter rail passenger service is no longer service
provided by a “local government authority,” but is an obligation arising through UP’s long-

standing, never-discontinued, never-relinquished, long-standing common carrier obligation and is
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enforceable under 49 U.S.C. § 11101. Ultimately, it is that long-standing obligation that the Board
must enforce in this case. See e.g. Union Pac. R.R. Co., STB Finance Docket No. 35219, slip op.
at 6-7 (granting petition for declaratory order and clarifying that UP has an obligation to provide
rates and service for the transportation of chlorine); and Naval Nuclear Propulsion Program, STB
Finance Docket No. 36298, slip op. at 6-7 (granting petition for declaratory order and finding that
Canadian Pacific had a common carrier obligation to provide service on a specified segment of
track). Enforcement of UP’s common carrier obligation in this case is also entirely consistent with
the Rail Transportation Policy’s goal of ensuring the rail transportation system meets the needs of
the public.
I11. Conclusion

The facts of the case present the unique scenario in which a Class | freight railroad also has
a long-standing common carrier obligation to provide commuter rail passenger service that is
subject to the jurisdiction of the Board. Despite the substantial alteration of the regulatory
framework for passenger rail, no legislation or STB action relieved UP of the common carrier
obligation it acquired when it purchased CNW in 1995. UP has a long-standing common carrier
obligation to provide commuter passenger rail service on the UP North, UP West, and UP
Northwest lines which the Board must enforce to avoid a transportation crisis in the greater
Chicago area.

The relief Metra requests is limited to the facts of this case and does not require the Board
to set new precedent or broaden the scope of the common carrier obligation. Metra simply seeks
to ensure that Chicago-area commuters can continue to rely on a service they have been subsidizing

for decades, and which UP has a legal obligation to provide.
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Metra respectfully requests the Board issue a Declaratory Order stating that UP has a

common carrier obligation to provide commuter passenger rail service on the subject UP lines, and

the STB has the jurisdiction and the authority to enforce the common carrier obligation.

Sue-Ann Rosen

General Counsel

Commuter Rail Division of the
Regional Transportation Authority
d/b/a Metra

547 W. Jackson Blvd.

Chicago, IL 60661

(312) 322-6684
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perjury that I have knowledge of the factual statements made in the foregoing Petition for

Declaratory Order and that such statements are true and correct, to the best of my knowledge,
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EXHIBIT A



ORDINANCE NO.  78-7 /

BE IT ORDAINED that:

1. The proposed Commuter Improvement Grant Agreement
("Agreement") between the Chicago and North Western Transportation
Company and the Regional Transportation Authority ("Authority"),
which is attached to this ordinance, is hereby approved.

2. The Chairman of the Authority is hereby authorized
and directed on behalf of the Authority to execute and
deliver said Agreement, and the Temporary Secretary is hereby
authorized and directed on behalf of the Authority to attest
said Agreement.

3. The Chairman of the Authority is hereby authorized
and directed to take such action as he deems necessary or
appropriate to implement, administer, and enforce said Agreement,
No substantive amendment to the Agreement, and no modification of
the list of projects in the Agreement shall be approved on behalf
of the Authority, without approval of the Board of Directors of

the Authority.

JANUARY 12, 1978




CHICAGO AND TRANSPORTATION COMPANY

LAW DEPARTMENT
DIRECT DIAL NUMBER

(312) 454-6516

January 13, 1978

Regional Transportation Authority
300 North State Street
Chicago, Illinois 60610

Gentlemen:

As counsel for the Chicago and North Western Trans-
Portation Company, a Delaware corporation (hereinafter called
'Worth Western"), I am familiar with the Commuter Improvement
Grant Agreement, dated January 13, 1978 (hereinafter called the
"Agreement") between the Regional Transportation Authority
(hereinafter called "RTA'") and North Western setting forth the
terms of a $17 million grant from the RTA to be used by North
Western to perform rehabilitation projects. I have examined
such corporate and other documents and records and such questions
of law as I have considered necessary or appropriate for the
purposes of this opinion. On the basis of such examination, I
advise you that in my opinion:

(i) North Western is a corporation duly organized and
existing and in good standing under the laws of
Delaware;

(i1) North Western is qualified to transact business
in, and is in good standing under the laws of,
the State of Illinois;

(i1i) the execution, delivery and performance of the
Agreement by North Western has been duly
authorized by all requisite corporate action
of North Western;

(iv) the Agreement has been duly executed and delivered
by North Western and, assuming due execution and
delivery by RTA, constitutes a valid and binding
obligation of North Western enforceable in accordance
with its terms, subject to limitations as to
enforceability imposed by bankruptcy, insolvency,
reorganization, moratorium or other similar laws
affecting the enforcement of creditor's rights
generally;

400 WEST MADISON STREET / CHICAGO, ILLINOIS 60606



Regional Transportation Authority
January 13, 1978

Page Two

(v)

(vi)

(vii)

MW .
co

mh

compliance by North Western with the terms and
conditions of the Agreement will not result in a
breach of, or default under, any judgment, decree,
mortgage, indenture or other agreement applicable
to North Western known to me;

to the best of my knowledge and belief, there is

no action, proceeding, litigation or investigation
pending or threatened against North Western before
any court or by or before any governmental authority
which would materially adversely affect the ability
of North Western to perform its undertakings set
forth in the Agreement; and

all governmental and other approvals required to
permlit the performance by North Western of its
obligations under the Agreement have been obtained.

Vexry truly yo B,

‘ 1!%@1%&010‘?@

Attorney

Hopkins, Sutter, Mulroy,
Davis & Cromartie

One First National Plaza

Chicago, Illinois 60603
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COMMUTER IMPROVEMENT GRANT AGREEMENT

e

This Agreement, entered into this Jﬁii'day of
January, 1978, by and between the Regional Transportation
Authority ("RTA"), and the Chicago and North Western frans;
portation Company, a Delaware corporation, a rail carrier
authorized to provide mass public transportation within the

State of Illinois ("Railroad").

WHEREAS, RTA and Railroad entered into a Memorandum
of Agreement ("Memorandum"), dated January 6, 1977, by which
RTA agreed to pay Railroad a $17 million grant to be used by
Railroad to perform rehabilitation projects, payments under

said grant to be made as the work is performed; and

WHEREAS, the Memorandum contains a list of
projects which were to be performed in part with the pro-
ceeds from the Grant and RTA and Railroad have now agreed

to modify and supersede che list in the Memorandum; and

WHEREAS, Railroad has agreed tao use its best ef-
forts to assist RTA in obtaining Federal and State of Illinois
government funds for all or a portion of the §17 million

grant;




NOW, THEREFORE, in consideration of the mutual
covenants hereinafter set forth, this Agreement is made to
implement Part C of said Memorandum of Agreement by prowviding
financial assistance to Railrocad in the form of a grant
("Grant"), to set forth the terms and conditions upon which
the Grant will be made and to set forth the agreement of
the parties as to the manner in which the work will be
undertaken and completed, and as to the use of facilities

which are improved with the Grant.

ARTICLE I

. Designation of the Grant Projects
and the Amount of the Grant

1.01 The Projects. Railroad agrees to undertake

and complete those items of work which are selected in the
manner hereinafter provided ("Projects"), and to provide for
the use of Project Facilities and equipment in accordance
with this Agreement and all applicable laws. Two or more
items of work may be combined into a single Project. The

items of work are generally described as:

Estimated Cost
as of
Item of Work December 15, 1977

1 Renew rail and turnouts and
replace electro-mechanical




interlocking plant with an
all relay interlocking faci-

lity at KRedzie $2,700,000
. Install 210,000 cross ties 3,922,000
2. Renew 52.9 track miles of

rail 5,591,000
4. Ballast and surface 95 track

miles ‘655,000
Se Replace 12 Cummins engines 1,200,000
6. Repairs to bi-level coaches for

improved performance, plus new
480-volt jumper cables and
receptacles for 248 coaches 2,950,000

$17,018,000

Projects to be performed shall include item of work Nos.

1, 2, 3 and 4 on the above list, and such other items of
work from said list as shall be agreed upon by RTA and
Railroad. The selection of other Projects from said list,
and the order of priority for all Projects, shall be mutually
determined by the Chief Operating Officer of RTA and the

Vice President-Cperations of Railroad. All Projects so
selected shall be completed not later than November 30, 1980

unless, and to the extent that, Raillroad's failure so to

complete any Project is due to failurs by RTA promptly to




obtain funding for such Project. The quantities of cross
ties, rail and ballast to be installed as set forth on the
above list represent the totals of such materials to be
installed (which totals may decrease if corresponding costs
increase); and the estimated costs for such items set-forth
on the above list represent only that portion of the total
estimated costs for such materials which is allocable to
Commuter Rail Service in accordance with Exhibit 17-A of the
Service Agreement. It is agreed that Items of Work numbered
l, 5 and 6 are required only for Commuter Rail Service and
that therefore no part of the cost thereof shall be allocated

to freight or inter-city passenger service.

1.02 Amount of Grant. (a) RTA agrees to make a

Grant to pay for Pgoject Costs, as determined upon completicn
of the Projects and final audit thereof in accordance with
this Agreement, in an amount up to but not to exceed
$17,000,000 in the aggregate. Unless the Authority may
otherwise consent pursuant to paragraph (b) of this Section
1.02, any excess of such aggragate Project Costs over
$17,000,000 shall be paid by Railrocad, provided, however,

that nothing in this Agreement shall be deemed to modify or




amend the Service Agreement dated December 23, 1976. In the
event that the aggregate Project Costs of the Projects
selected by mutual determinaticn of RTA and Railrcad is less
than $§17,000,000, the Chief Operating Officer of RTA and the
Vice President-Operations of Railroad shall agree upon
alternative rehabilitation Projects for improﬁed rider
comfort and service so that the total amount of the Grant
will equal $17,000,000. RTA shall not be liable under this
Agreement for any amount in excess of $17,000,000, the total
amount of the Grant. Payments shall be made in accordance

with Article V hereof.

(b) In the event that at any time cost increases
or changes in Projects cause Railrcad's estimates of the
total Eligible Costs for all Projects to exceed $17,000,000,
Railroad shall immediately notify the Authority. The
Authority shall, within 20 days after receipt of such
notice, give notice to Railroad setting forth such restric-—
tions, modifications or reductions in scope of one or more
Projects as will reduce Railroad's estimate of Eligible
Costs for all such Projects to $17,000,000 or less and/or

(b) give notice to Railroad increasing the $17,0C0,000




limitation on Project Caosts to such greater amcunt as such
notice shall specify, provided, however, that in the event
the Authority's notice reduces the scope of any of Items

of Work Numbers 2, 3 or 4, any reduction in items of Work
Numbers 2, 3 or 4 shall unless the parties otherwise agree,
be applied pro-rata to each of Items of Work Nﬁmbers 2, 3
and 4 in proportion to the estimated cost of each such item

as set forth in Section 1.01, above.

1.03 UMTA and IDOT Approval. The parties agree

that RTA may apply to UMTA and IDQOT for funds to pay a part
of the cost of each Project to be performed. No Project for
which such an application has been, or will be, made by RTA
shall be performed unless the grants for such Project are
first approved by UMTA and IDOT. If grants have been ap-—
plied for for a Project, and such applications have been
finally rejected by UMTA or IDOT, RTA shall nevertheless
elect to proceed with sufficient Projects in accordance

with this Agreement so that aggregate Project Costs of the
Projects under this Agreement satisfy the requirements of
Section 1.02, provided, however, that the RTA shall elsct so
to proceed with Item of Work Number 1 before proceeding with

any other work hereunder.



ARTICLE IT

Definitions

As used in this Agreement, the following terms

shall have the following meanings, respectively:

Agreement -—- this Commuter Improvement Grant
Agreement and all exhibits hereto as from time to
time amended or modified pursuant to the terms
hereof.

Article -- an Article of this Agreement.

Commuter Rail Service -- the commuter rail
transportation service provided to the public by
Railroad on a regular and continuing basis in the
service area described in the Service Agreement.

Contract =-- a contract for a Project entered
into under this Agreement.

Eligible Costs -- expenditures made and costs
incurred by Railroad which meet all the regquire-
ments of Section 4.02, below.

Equipment Lease -- the Equipment Lease between
the RTA and Railroad, dated December 13, 1977, and
covering the lease of 264 bi-lewvel coaches and 46
locomotives by Railroad from the RTA.

Equipment Purchase Agreement -- the Agreement
between RTA and Railroad, dated as of June 1, 1977,
and covering the purchase of 264 bi-level coaches
and 46 locomotives by RTA from Railroad and exscuted
on December 13, 1977.

Grantee Proposal —-- a proposal of Railroad
described in Section 7.03.




IDOT -- the Illinois Department of Transporta-
tion and any agency, division or administration
thereof.

Project -— the meaning thereof set forth
in Section 1.01.

Project Cost -— the sum of (i) the Eligible
Costs incurred in performing the work on the
Projects, including work done by Railrocad, plus
(ii) any labor protection costs RTA is required
to pay pursuant to Article XII, plus (iii) the
cost to RTA of any materials, supplies or equip-
ment furnished to Railrcad with respect to the
Project.

Project Facilities =-- any facilities, equip-
ment, materials or real property purchased, ac-
quired, constructed, improved, renovated or re-
furbished as part of the Projects.

Project Funds -- all grant payments received by
Railrocad from RTA, pursuant to this Agreement.

Railroad -- Chicago and North Western Transporta-
tion Company.

RTA -- Regional Transportation Authority.
Section =-- a Section of this Agrsement.

Service Agreement =-- the Purchase of Service
Agreement entered into between RTA and Railroad on
December 23, 1976, and any successor agreement
under which RTA purchases Commuter Rail Service
from Railroad.

UMTA -- the United States Department of Trans-
portation and any agency, division or administration
thereof.




ARTICLE III

Contracts

3.01 Project Contracts. When a Project has been

selected, and its starting time and priority have been
mutua#ly determined, the parties hereto shall execute a
contracﬁ ("Contract") for that Project. Each Contract shall
conform in all respects to and be subject to the applicable
provisions of this Agreement, shall confain the provisions
required by applicable governmental rules and regulations

- and otherwise shall be substantially in the form of Appendix
A hereto attached. Each Contract for Q Project for which
UMTA and/or IDOT has made or is to make funds available
shall also include without limitation the clauses and
provisions required for such a contract by UMTA and/or IDOT,
as the case may be. Each Contract shall include all pro-
visions required by the Illinois Fair Employment Practices

Act and regulations thereunder.

3.02 General Contract Reguirements. Upon axecu-

tion of a Contract, Railroad shall itself or through its
subcontractors, as approved by RTA based upon applicable
state or federal standards, commence, carry on, and complete

the Proiject with all practicable dispatch, in a sound,



economical manner, in accordance with the standards with
regard to materials and workmanship representative of the
railroad industry, and in accordance with the provisions

cf the Contract, this Agreement, and all applicable laws and
guidelines. Railroad and its subcontractors shall comply
with all applicable provis;ons of Federal, Sﬁate and local
laws, regqulations and requiraments. Prior to beginning work
or incurring any Eligible Cost for a Project under a Con-
tract, Railroad shall submit to RTA all plans, specifi-
cations, drawings, subcontracts, Grantee Proposals and
related documents necessary to perform and complete the
Project, and shall obtain RTA'S written approval of them
which approval shall ke promptly (having regard for any
approvals which may be necessary from UMTA and IDOT) given

or denied.

3.03 Submission and Retention of Data, Contracts

and Other Documents. Railroad shall submit to RTA such data,

reports, records, contracts, subcontracts and other docu-
ments relating to each Project as RTA may reasonably regquire.
Railroad shall retain intact, £f£or three years fcllowing each
Project close-out, all Project documents, financial records,

and supporting documents.




3.04 Changed Conditions Affecting Performance.

Railrocad shall immediately notify the RTA of any change in
conditions or local law, or of any other event, which may
significantly affect its ability to perform any or all of
the Projects in accordance with the provisions of this

Agreement or any Contract.

3.05 No RTA Obligations to Third Parties. RTA

shall not be liable for any obligations'or liabilities of
Railrocad, its subcontractors cor its or their subcontractors
to any person in connection with the performance of the Pro-
jects pursuant to the provisions of this Agreement or any
Contract, without the specific written consent of RTA, and
notwithstanding its concurrence in or approval of the award

of any Contract or subcontract or the solicitation thereof.

ARTICLE IV

Accounting Records and Eligible Costs

4.01 Project Account. Railrecadé shall establish

and maintain as an integral part of its current accounting
system, separate accounts for each Precject ("Project Ac-
count”), the form and content of which shall be subject to

approval by RTA.
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4.02 Eligible Costs. Expenditures made and costs

incurred by Railroad under a Ccntract shall be reimbursable

as Eligible Costs to the extent they meet all of the re-

quirements set forth below. They must:

1.

be necessary or desirable in order to
accomplish the Project;

be actual net costs to Railroad (i.e.,

‘the price paid minus any refunds or

rebates received by Railroad which
have the effect of reducing the cost
actually incurred) including fringe
benefits and direct overhead and
material handling additives in connec-
tion with labor and material furnished
by Railroad, and otherwise shall be
calculated in accordance with Appendix
C:

be incurred (and be for work performed)
after the date of the Contract, unless
specific authorization from RTA to the
contrary is received;

be satisfactorily documented in accor-
dance with Section 4.03;

be treated uniformly and consistently
under acccunting principles and proce-
dures heretofore used by Railrocad, and
those approved or prescribed by Railroad
for its subcontractors;

be properly allocable to Commuter Rail

Service under Exhibit 17-A of the Ser-
vice Agreement; and
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e be incurred pursuant to and in conformity

with subcontracts, Grantee Proposals, plans,

specifications, drawings and related docu-

ments approved in advance by RTA.
If it is impractical to determine exact costs of indirect or
service functions, Eligible Costs will include such allow-
ances for these costs as are in accordance with General
Managers' Association of Chicago (GMA) Rules Covering Pre-
paring Joint Facility and other Bills between Carriers as

may be in effect at the time the work is done, or a successor

or comparable publication if the GMA is no longer in existence.

4.03 Documentation of Project Costs. All costs

charged to the Projects, including any approved services
furnished or supplied by Railroad or others, shall be sup-
ported by properly prepared, maintained or executed pay-
rolls, time records, invoices, contracts, purchase orders,
supporting documents, or vouchers evidencing in detail the

nature and propriety of the charges.

4.04 Checks, Orders and Vouchers. Any check or

order drawn by Railroad with respect to any item which is

chargeable against a Project Account will be drawn only in
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accordance with a properly signed wvoucher then on file in

the office of Railroad stating in proper detail the purpose
for which such check or order is drawn. All checks, pay-
rolls, invoices, contracts, wvouchers, orders, and other
accounting documents (or true copies thereof) pertaining in
whéle or in part to the Projects shall be clearly identified,
readily accessible, and, to the extent feasible, kepﬁ separate
and apart from all other similar documents not relating to

the Projects.

4.05 Audit and Inspection of Records. Railrcad

shall at all times during normal business hours, before,
during and after the performance of the Projects, permit the
authnorized fepresentatives of RTA, UMTA, IDOT, and the
Comptroller General of the United States, (a) to inspect and
audit all data and records of Railroad relating to its
performance of the Projects, (b) to have access to all sites
of construction or fabrication, and (c) to inspect all work
performed under this Agreement or any Contract. Railroad
shall furnish to RTA meonthly, with its requisitions for
payment, progress reports and detailed billings containing

such information as RTA, UMTA or IDOT may reasonably request.
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ARTICLE V

Requisitions and Payments

5.01 Payments. (a) Under a Contract, Railroad
may make monthly requests for payment from RTA of preliminary
E;igible Costs of the Project, and RTA shall honor such
requests in the manner set forth in this Article. In order
to receive RTA Grant payments, Railrocad shall:

La complete, execute and submit to RTA pay-
ment requisition forms approved by RTA;
2 submit 9 RTA an explanation of the pur-

poses for which costs have been incurred
to date; and

= have submitted all financial and progress
reports currently required by this Agree-
ment.

(b) Upon receipt of the payment requisition form
and the acccmpanying information in satisfactery form on or
before the 15th day of a month, RTA shall process the requi-
siticn and RTA shall then reimburse preliminary Eligible
Costs incurred by Railroad on or before the last day of the
menth in which such payment regquisition form was received

by it.
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(c) Not later than 60 days prior to the first
day of each month for which Railroad plans to submit a pay-
ment requisition under paragraph (b) of this Section, Rail-
road shall provide the Authority with a preliminary invoice
for such meonth showing the Eligible Costs for wnhnich Railroad
estimates it will request payment for such month under para-

graph (b} of this Section.

(d) Reimbursement of any cost item pursuant to
this Section 5.01 shall not constitute a final determination
by RTA that such cost item is an actual Eligible Cost and
shall not constitute é waiver of any violation of the terms
of this Agreement or a Contract committed by Railroad. The
RTA will make‘a final determination as to whether each cost
item is an actual Eligible Cost only after a final audit of

the Project has been conducted as provided in Section 5.02.

5.02 Project Settlement and Close-Qut. Within

six (6) months after receipt of notice of successful comple-
tion of such of the Projects the aggregate preliminarvy
Eligible Costs and other Project Costs of which equal or

exceed §$17,000,000, or the termination of this Agreement,
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RTA shall perform a final audit of such Projects to determine
the actual Eligible Costs incurred, and shall pay to Railroad
all remaining unpaid actual Eligible Costs; provided that

the aggregate of all Project Costs and all payments to
Railroad by RTA under this Agreement and all Contracts shall
never exceed $17,000,000. If the final audit of any Project
indicates that RTA has made payments to Railroad which,
together with other Project Costs, exceed $17,000,000, (by
reason of having reimbursed Railroad for coéts finally de-
termined not to have been actual Eligible Costs or for any
other reason), then Railroad shall promptly remit such

excess to RTA. The Project close-out shall occur when RTA
notifies Railroad of the results of the final audit of such
Project and forwards the final Grant payment or, in the case
of an excess payment by RTA, when any required refund of
Grant funds has been received frcm Railroad by RTA. C(Close-
out shall be subject to any continuing obligations imposed

on Railroad or incurred by RTA under this Agresement or a

Contract.

5.03 Simultaneous Performance. In the case of

each Project the cost of which is allocated between Railroad
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and the Authority on the basis of relative usage for Commuter
Rail Service, freight and inter-city passenger service, Rail-
road agrees that it will pay for or perform the portion of
such Project for which it is responsible simultaneously with
performance of, and the Authority's payment for, the portion

of such Project for which the Authority is fesponsible.

ARTICLE VI

Continued Use in Commuter Rail Service
and Use of the Project Facilities

6.01L Applicability of This Article. This Article

applies only to the Kedzie Interlocker, the ties, rail and
ballast used to rehabilitate any track and any other property
or materials permanently installed on Railroad's right-of-

way as part of a Project.

6.02 Continuance of Service. During the period

of use of the Project Facilities (as set forth in Section

6.03), Railroad shall provide Commuter Rail Service over or
upen the Proiject Facilities in accordance with the terms of
the Service Agreement. In the event no Service Agreement is

in effect, Railroad shall provide Commuter Rail Service
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. over or upon the Project Facilities in- accordance with its
common carrier obligations. Reduction or termination of
such service may be made only upon compliance with all
applicable statutory and regulatory provisicns. Railrcad
shall give written notice go RTA of any such service reduc-
tion or termination no l;ter than the earlier of (a) 30 days
prior to any such service reduction or termination or (b)
the filing of a request for such termination or reduction

with the appropriate regulatory agency.

.03 Use of Project Facilities. Railroad agrees

that the Project Facilities Qi;l continue to be used for the
period of the useful life of such facilities for the provi-
sion of Commuter Rail Service (certain track will be used

for both Commuter Rail Service and freight service) within
Railroad's service area within the State of Illinois substan-
tially as described in the Service Agreement unless such
continued use (i) is changed pursuant to the terms of said
Service Agreement, or (ii) if the Service Agreement is no
longer in effect, is changed pursuant to Section 6.02. For
the purpose of this Agreement, the useful life of the Pro-

ject Facilities or the improvement, renovation or refurbish-
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ment of such facilities shall be deemed to be the later of
twenty (20) years from the time a Project is completed or
such time when the continued use of such facilities in Rail-
road's Commuter Rail Service is no longer ccompatible with
the overall level of Railroad's Commuter Rail Service (ex-
cept that the useful life of frogs and switchpoints shall be
deemed to be 10 years). If any Project Facilities are

not used in a manner consistent with, or are withdrawn

from, such Commuter Rail Service at the initiative of
Railroad, Railroad shall immediately notify RTA, and Rail-
road shall pay to RTA the greater of (i) the salvage value
(less expense of removal) of such portion of the Project
Facilities so withdrawn as were paid for or provided by RTA
pursuant to this Agreement, or (ii) the amount of the ori-
ginal Grant paid by RTA attributable to such Project Facili-
ties, reduced by 5% of such amount for each year such Project
Facilities were used in Commuter Rail Service pursuant to
this Agreement (except reduced by 10% for each such year of
such use in the case of frogs and switchpoints). Notwith-
standing the foregoing, howewver, in the svent that Railroad
ceases to use such Project Facilities for the provision of

Commuter Rail Service at the specific request or direction
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of the RTA, except as cotherwise provided in a Service Agreement,
Railroad may instead elect, in complete discharge of its obliga-
tions to the RTA with respect to such Project Facilities no
longer used, either to pay to the RTA the net salvage value at
the time so removed from such service of the portion of -such
Project Facilities paid for by the Grant, or to make such portion
of such Project Facilities available to the RTA to remove at its
cost and expense, provided, however, that the RTA shall have no
cbligation to remove such portion of such Project Facilities.
Railroad shall submit to RTA upon reasonable request such informa-
tion as is required in order to assure compliance with this
Section and shall immediately notify RTA in all cases where
Project Facilities are used in a manner substantially inconsistent
with this Article. In the event that Project Facilities newly
constructed or substantially rehabilitated by Project Funds are
damaged or destroyed during the period of required use, Railroad
agrees to promptly restore or reconstruct such facilities to the
level of utility existing prior to such damage or destruction.
Railroad shall, during the periocd of required use, maintain the
rehabilitated track as required by the Service Agreement.

If no Service Agreement is in effect, Railrocad shall maintain

said track in reasonable condition and repair for use in pro-
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viding Commuter Rail Service cf the same overall level as
was required under the last preceding Service Agreement as

in effect at the time such Service Agreement terminated.

ARTICLE VII

Material Procurement and Awarding of Contracts

7.01 Procurement Procedures. (a) Except as other-

wise specifically approved in advance by RTA in accordance
with Sections 7.02 or 7.03, competitive bidding procedures
shall be followed with respect to the hiring of independent
contractors and the purchasing of materials or equipﬁent
when the contract price or cost of such materials or egquip-
ment exceeds $5,000. The total amount of a specific service,
equipment or material needed for a Project shall be included
for purposes of determining the applicability of this com-
petitive bidding requirement and the $5,000 standard.
Notwithstanding the foregoing and notwithstanding Sections
7.02 and 7.03, Railroad will follow such bid solicitation or
competitive bidding procedures as RTA may be required by

UMTA or IDOT to impcse in any particular case.

(b) When competitive bidding procedures are re-
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quired, Railrvad shall give full opportunity for free, open
and competitive bidding for each contract to be let by Rail-
road. Railroad shall give such publicity in its advertise-
ments or calls for bids for each such contract as will pro-
vide adequate competition and Railroad may submit 1ts own
bid. The award of each such contract shall be made by Rail-
road as soon as practicable to the lowest responsible bidder
except as otherwise specifically approved in writing by RTA.
All competitive bidding shall be conducted in accordance
with the procedures for pre-bid approval, post-bid approval

and post-award requirements set forth in Appendix D.

7.02 Professional and Consulting Services Con-

tracts Withcut Competitive Bidding. Subject to Section 4.02

and this Article VII, contracts for professional or consult-
ing services may be negotiated without first seeking compe-
titive bids. Each such contract shall state the maximum
compensation or reimbursement that may be paid under the
terms of the contract. The following shall be submitted to
RTA for approval prior to the execution of a third party
contract negotiated pursuant to this Section:

1e a list of all, and not less than three,
consultants consider=d;




Za a summary of propesals, if any, from each
consultant, or if there are no such pro-
posals, an explanation of why there are
none;

. an analysis of the proposals giving reasons
for final selection of the consultant
selected (including a statement showing
the adequacy of the consultant's qualifi-
cations for the services to be performed);

4. an analysis of the method of payment includ-
ing the reasonableness of the compensation;
and

S a copy of the proposed contract.

After RTA approval of the above, and upon contract execu-
tion, Railroad 'shall promptly submit to RTA one copy of the
executed contract. No change or modification reguiring
additional funds shall be made to any contract and no work
shall be commenced and no costs or obligations incurred in
consequence of such change or modification without the prior

written approval of RTA.

7.03 Grantee Proposals. If Railrocad, in connec-

tion with any Project, in good faith believes it to be more
efficient and economical for Railroad itself to furnish
labor, engineering or design services, materials or supplies

or any other services or products, in liesu of obtaining the
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same pursuant to contracts with third parties, Railroad shall

furnish to RTA for its prior written approval a proposal

(herein referred to as a "Grantee Proposal") before perform-

ing or furnishing any such labor, services, materials or

supplies.

l.

S.

6.

Each such Grantee Proposal shall set forth:

A list of all third parties considered by
Railroad as a possible source of such labor,
services, materials or supplies;

A summary of all proposals, if any, obtained
from such third parties, or if no such
proposals were sought, an explanation of
Railroad's failure to seek the same;

An explanation and analysis of Railroad's
Grantee Proposal, explaining in detail
the reasons why Railroad believes that it
will be able to furnish such labor, ser-
vices, materials or supplies more effi-
ciently and economically than any third
party:;

An analysis of the method of payment to
Railrcad for such labkor, services, ma-
terials or supplies and the reasonableness
of the amount thereof;

A statement of Railroad's actual cost for
any such materials or supplies; and

A statement of the maximum amount which
RTA may be called upon to pay (as a
Grant payment hereunder) to Railroad
for such labor, services, materials or
supplies.



If Such Grantee Proposal is approved in writing by RTA, Rail-
road may proceed to perform or furnish such labor, services,
materials or supplies in accordance with such Grantee Pro-
posal, but no change or modification in such Grantee Proposal
shall be made and no additional work shall be performed>and
no additional costs or obligations shall he incurred in con-
sequence of such change or modification without the prior

written approval of RTA.

7.04 Materials Furnished in Kind. Anything tc

the contrary in this Agreement notwithstanding, the RTA may
elect to furnish in kind equipment, materials, supplies, or
products required by Railroad for a Projéct, provided, how-
ever that such equipment, materials, supplies or products at
a minimum comply with applicable American Railway Engineers
Association or Association of American Railroads engineering
standards and are compatible with Railroad's existing plant

and equipment at the time so furnished.

ARTICLE VIII

Termination and Remedias

8.01 RTA's Right of Termination. RTA shall have




the right to terminate this Agreement if Railroad (i) shall
be in substantial default in the observance or performance
of any of the covenants, conditions or agreements on the
part of Railroad contained herein or in a Contract, or (ii)
shall have used any Project Funds for any purpose other than
as authorized by this Agreement or by RTA in writing, or
(iii) has made any material misrepresentation or omission in
this Agreement or any document furnished pursuant to this
Agreement (each of which events is hereinafter called an
"Event of Default"), and Railroad fails to cure said Event
of Default or the consequences of such misrepresentation or
omission within sixty days after receiving notice in writing
thereoct frdm RTA. In the event Railrocad is not able to cure
said Event of Default, but said Event of Default relates to
only one or more of the Projects, but not all of the Projects,
RTA shall not terminate, except as to the Project or Projects
to which the default relates, and Section 8.02 shall not
apply to those Projects to which the Event of Default does
not apply; provided, however, that the total amount of the
Grant, and of RTA's liability under this Agr=ement, shall be
reduced by the estimated cost of such Project or Projects

to which the Event of Default does r=late.
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8.02 RTA's Remedies. In the event any Event of

Default by Railroad as described in Section 8.01 has occurred,
and has not been cured by Railroad, RTA shall have the following
remedies. RTA may, in addition to any other remedies avail-
able to RTA uncder this Agreement or by law, (i) withhold or
delay payment of any and all payment requisitions submitted
by Railroad, or any portion thereof, with respect to the
Project or Projects to which the default ;elates, and (ii)

if payment or payments have already been made, demand and be
entitled to receive back from Railroad such payment or pay-
ments or any portion thereof with respect to the Project or
Projects to which the default relates, provided, however,

that any such payments shali be reduced by 5% of the Eligible
Cost of such Project (except 10% in the case of frogs and
switchpoints) for each year such Project was used in Com-

muter Rail Service pursuant to this Agreement.

8.03 Railroad's Remedies. In the event under a

Contract Railroad does not receive Project payments within
thirty days after all of the documentation of preliminary
Eligible Costs required by Article V, Section 5.01 has been

submitted to RTA, RTA shall incur the additional obligation
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to pay an amount equal to two percentage points over the
prime rate charged per annum by The First National Bank of
Chicago on 90-day loans to substantial and responsible
commercial borrowers of the highest credit standing in
effect from time to time (or the maximum lawful rate,
whichever is less) on such overdue Project payments for the

period of time during which they are overdue.

ARTICLE IX

Representations and Warranties
of Railroad and Ovinion of Counsel

9.01 Railroad's Warranties with Regard to Materials,

Workmanship and Permits. Railroad warrants to RTA that all

materials, supplies, equipment and products furnished under
each Contract will be new unless otherwise specified, and
that all work will be of good quality, free from faults and
defects and in conformance with this Agreement. Railrcad
warrants that Railroad has or will obtain all licenses,
permits or other authorizations required to meet the obli-

gations assumed hereunder and under any Contract.
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9.02 Railrocad's Representations. Railrocad hereby

represents and warrants to RTA as follows:

Railroad is a corporation (i) duly organized,
validly existing and in good standing under
the laws of its state of incorporation, and
(ii) duly qualified to do business and in
good standing in the State of Illinois.

The execution, delivery and performance of
this Agreement by Railrocad has been duly
authorized by all requisite corporate action
of Railroad.

No consent to or approval of the transactions
contemplated hereby by Railroad's stockholders
is required by law.

Neither the execution or the delivery of this
Agreement, nor the fulfillment of or compli-
ance with the terms hereof by Railroad, will
conflict with or result in a breach of the
terms, conditions or provisions of, cor con-
stitute a default under, the Certificate of
Incorporation or By-Laws of Railroad or any
judgment, decree, mortgage, indenture, agree-
ment or instrument which is or may become
applicable to Railrcad.

All government and other approvals required
to permit the performance by Railroad of its
obligations under this Agreement have been
obtained or will be obtained.

There are no actions, suits or proceedings
of any kind pending or, to the knowledge of
Railroad threatened against or affecting
Railroad before any court, administrative
agency or other body which would materially
and adversely affect the performance of
Railroad's obligations under this Agreement.



Ts Railroad is not included on the U.S. Comp-
troller General's Consclidated List of Per-
sons or Firms Currently Debarred for
Violations of Various Public Contracts
Incorporating Labor Standards Provisions.

9.03 Opinion of Counsel. When this Agreement is

executed by Railroad, Railroad will furnish RTA with an .
opinion éf Railroad's counsel, dated the date on which this
Agreement is executed by Railroad and to the effect thaf
(i) Railroad is a corporation duly organized and existing
and in good standing undexr the laws of its jurisdiction of
incorporation; (ii) Railroad is gqualified to transact
business in, and is in good standing under the laws of, the
State of Illinois; (iii) the execution, delivery and per-
formance of this Agreement by Railroad has been duly auth-
orized by all requisite corporate action of Railroad; (iv)
this Agreement has been duly executed and delivered by
Railroad and, assuming due execution and delivery by RTA,
constitutes a valid and binding obligation of Railrcad
enforceable in accordance with its terms; (v) compliance by
Railroad with the terms and conditions of this Agresement
will not result in a breach of, or default under, any

judgment, decree, mortgage, indenture or other agreement
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applicable to Railroad known to such counsel; (vi) to the
best of the knowledge and belief of such ccunsel, there‘is
no action, proceeding, litigation or investigation pending
or threatened against Railroad before any court or by or
before any governmental authority which would materially
adversely affect the ability of Raiir;ad to perform its
undertakings set forth in this Agreement; and (vii) all
governmental and other approvals required to permit the
performance by Railrocad of its obligations under this
Agreement have been obtained or, if not, such opinion shall
specify all such approvals which Railroad must obtain in
order to perform Railroad's obligations under this Agree-

ment.

9.04 RTA's Representations. RTA hereby repre-

sents and warrants to Railroad as follows:

L. RTA is a municipal corporation duly organized,
validly existing and in good standing under
the Constitution and laws of the State of
Illinois and has the power and authority to
exaecute this Agreement and to perform its
obligations hereunder.

2. The execution, delivery and performance of
this Agreement by RTA has been duly authorized
by all requisite action cf RTA and of any
other authority, or such authorization will be
promptly sought.
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This Agreement has been duly executed and
delivered by RTA and constitutes a valid
and binding cbligation of RTA enforceable
in accordance with its terms.

Neither the execution or the delivery of
this Agreement, nor the fulfillment of or
compliance with the terms hereof, by RTA,
will viclate or conflict with the Consti-
tution or laws of the State of Illinois

or any- subdivision thereof, or conflict
with or result in a breach of the terms,
conditions or provisions of, or constitute
a default under any judgment, decree, agree-—
ment or instrument which is applicable to
the RTA.

All government and other approvals reguired
to permit the performance by RTA of its
obligations under this Agreement (except for
differences between grant applications of
RTA to UMTA or IDOT and the estimated costs
set forth in Section 1.0l hereof) have been
obtained or will have been obtained prior to
the required date of payment of Project Funds
to Railroad.

There are no actions, suits or proceedings of
any kind pending or, to the knowledge of RTA
threatened against or affecting RTA before any
court, administrative agency or cther body
which could materially and adversely aifect
the performance of RTA's obligations under
this Agreement, except for the matters
described in a letter of even date here—

with from RTA's counsel to Railroad.

ARTICLE X

Government Grants

Railroad will use its best efforts to assist RTA




in obtaining a grant or grants of funds from UMTA and IDOT
in an aggregate amount egqual to all or a portion of the
total Grant herein provided for. Railroad agrees to amend
this Agreement, to enter into additional agreements, and to
take all action which may be required by the governmental
vauthority or authorities proposing to make any such grahﬁ or
grants and as directed by RTA (or to the extent necessary to
facilitate any reasonable alternative financing arrangement
proposed by RTA), provided that such amendmént, agreement or
action is without additional cost to Railroad and that RTA
shall indemnify Railroad and hold it harmless from any and
all losses, additional costs and obligations of whatever
kind or nature (including, but not limited to, the addi-
tional cost of labor protection) then or thereafter arising
from or related to any such amendment, agreement or action

taken bv Railrocad as directed by the RTA, and provided further

that, unless Railroad shall have first consented thereto in
writing, Railroad shall have no obligation to take any action
materially modifying the manner and time it receives pay-
ments of the Project Funds from RTA nereseunder. Such amend-

ments, agreements and actions may relate to, but are not
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limited to: additional or different audits and access to
records and information, and inspections, by RTA, UMTA,

IDOT, EEOC or the Illincis FEPC.

ARTICLE XI

Equal Employment Opportunity and
Fair Employment Practices

11.01 Compliance with Act. Railrocad agrees that
it will, with respect to its obligations Aereunder and under
each Contract, comply with the provisions of Title VI of
the United States Civil Rights Act of 1964 (P.L. 88-352, 78
stat. 253, 42 U.S.C. 2000e et seqg.), as the same may be
amended, and with the Illinois Fair Employment Practices
Act (Ill. Rev. Stat. (1973), Ch. 48, §§851-867), as the same
may be amended, and with regulations promulgated thereunder,
and Railroad shall require all of its subcontractors and
suppliers to so comply during the period they are performing
services or providing supplies pursuant to this Agreement or

a Contract.

11.02 Affirmative Action Program. Before the

date this Agreement becomes binding upon the RTA and Railroad,



Railroad shall have filed with the Fair Employment Practices
Commission and RTA an affirmative action program for employ-
ment with respect to its employvees performing any work
hereunder or under any Contract. Such program shall insure
that applicants are employed, and that employees are treated
during employment, without regard tc their race, religion,
sex, national origin, or ancestry, and such affirmative
action program will include provisions relating to hiring,
upgrading, demotion, transfer, recruitment, recruitment
advertising, selection for training and rates of pay or
other forms of compensation. Railroad hereby agrees that
throughout the period of use of the Project Facilities (as
defined in Article VI) it will fully comply with such pro-
gram and shall provide RTA with all information reasonably
requested by it pursuant to the requirements of‘Section 4
and 4A of the Illinois Fair Employment Practices Act (Ill.
Rev. Stat. (1973), Ch. 48, §§854-8544aA), as the same may be
amended. No discrimination in any employment by Railroad
shall be made in any term or aspect of emplovment because of
race, religion, national origin, sex or political reasons or
factors, and Railroad shall require all of its subcontractors

and suppliers to comply with this Article.



11.03 Chicago Plan. No construction contract or

subcontract shall be let by the RTA or Railroad, or by
contractors or subcontractors of either of them, unless

such contract or subcontract complies in all respects to the
extent required by law or by UMTA with the "Chicago Plan" as
set forth in volume 41 of Code of Federal Regulations, Part
60-11 (1977), except that §60-11.23(2) thereof shall be

deemed to be corrected to change the acceptable minimums

with respect to operating engineers to: calendar year 1574,
8.3-10.1%; 1975, 10.2-11.9%; 1976, 12.0-13.8%; 1977, 13.9-15.6%;

and 1978, 15.7% and ahove.

ARTICLE XII

Labor Protection

12.01 Labor Protection and Labor Protection Costs.

() Pursuant to Sections 2.15 and 2.16 of the Regional
Transportation Authority Act ("Act"), RTA agrees that it
will have financial responsibility for, and that Railroad
will have no financial responsibility for, the fair and
equitable protection of employees of Railroad who are ad-
versely affected by action(s) initiated by or taken at the

direction of RTA pursuant to this Agreement in the event
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such action(s) of RTA cause claims which are allowed under
the terms of existing agreements covering employees of
Railroad negotiated pursuant to Section 13(c) of the Urban
Mass Transportation Act of 1969, as amended [49 U.S.C.
§1609(c)1 and/or Section 405(b) of the Rail Péssenger Ser-
vice Act of 1970, as amended [45 U.S.C. §565(b)] or any
existing agreement covering employees of Railroad or agree-
ment required to be entered into pursuant to said existing
agreement. RTA will pay all claims allowed.pursuant to said
labor protection agreements under the aforementioned circum-
stances, but all other costs and obligations arising from
the terms of said labor protection agreements shall be borne
by and be the exclusive obligation of Railroad. Nothing in
this paragraph shall be construed to limit RTA's other
duties, obligations or financial responsibilities under

Sections 2.15 or 2.16 of the Act.

(b) Railroad will, pursuant to Section 2.16(b) of
the Act, either on behalf of or jointly with RTA, negotiate
with the accradited resprasentatives of the employees of
Railroad authorized to act for them, such labor protective
arrangements as are raquired by the Act in the event exist-

ing agreement(s) are not or cannot be utilized pursuant %o




paragraph 12.01(a) hereof. Said labor protection agreements
shall cover employees of Railroad whc may be adversely affec-
ted by actions of RTA specified in paragraph 12.0l(a). RTA
and Railroad shall have the same financial responsibilities
as provided in paragraph 12.0l1(a). Nothing in this paragraph
shall be construed to limit RTA's other duties, obiigaéions
or financial responsibilities under Section 2.15 or 2.1l6 of
the Act. Railroad shall, to the fullest extent feasible,
cooperate with RTA in the administration and implementation
of any labor protection agreement arising from the applica-
tion of this Article. Reasonable additicnal costs of admin-
istration and implementation shall be compensated by RTA.
Railrocad further agrees that, pursuant to Section 2.16(b) of
the Act, if agreement cannot be reached on the terms of such
protective arrangement, any party may submit any mattar in
dispute to arbitraticn. 1In such arbitration, each party
shall have the right to select one nonvoting arbitration
board member. An impartial arbitrator will be selected by
the American Arbitration Association and appointed from a
current listing of the membership of the Naticnal Academy of
Arbitrators, upon request of any party. Unless otherwise
specified by the parties, the following procedure in inter-

est arbitration shall be followed:
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The party regquesting arbitration shall name its
arbitrator at the time the request for arbitra-
tion is made. Within five working days after
receipt of such request, the other party shall
name its arbitrator. Within seven working days
thereafter, the two arbitrators or their repre-
sentatives shall meet to select the impartial
chairman of the Board of Arbitration. Should the
two arbitrators be unable to agree upon the appoint-
ment of a third arbitrator within ten working days
after the second of the arbitrators was named,
then either party to the arbitration may' request
the American Arbitration Association to furnish a
list of five arbitrators who are currently avail-
able to serve from which the third member shall
be selected to serve as Chairman. The.list re-
gquested shall be composed of arbitrators who are
experienced in interest arbitraticon. Within
seven days after the receipt of the list,

the arbitrator shall be selected from the panel
by each party alternately striking a name until
only one name remains. The order of striking
shall be determined by the toss of a coin.

The impartial arbitrator’'s decision shall be final and

binding on all parties. Each party shall pay an egual share

of the impartial arbitrator's fees and expenses.

(c) In the event an adversely affected employee
of Railroad makes a claim and elects to take protection more
favorable or other than any allowed under any existing
agreement made or entered into pursuant to paragrapns 12.01l(a)
and 12.01(b) hereof, and pursuant to an agreement hereafter

entered into by Railrocad withcut RTA's participation or




approval which agreement or claim does not arise from
action(s) initiated by or taken at the direction of RTA, RTA

shall have no financial responsibility for said claim.

(d) In the event an employee of Railroad who is
adversely affected by action(s) initiated by or taken at the
direction of RTA makes a claim and elects to take protectiocon
more favorable or other than any allowed under any existing
agreement made or entered into pursuant to paragraphs
12.01(a) and 12.01(b) hereof, and pursuant to an agreement
hereafter entered into by Railroad without RTA's partici-
pation or approval which agreement did not arise from action(s)
initiated by or taken at the directien of RTA, theﬂ RTA will
have financial responsibility for such portion of the fair
and equitable protection of emplqyees as RTA would have paid
under existing agreements made and entered into pursuant to

paragraphs l12.01(a) and 12.01(b) hereof.

12.02 Arbitration Costs. In any arbitration

arising from labor protection agreements specified in para-
graphs 12.0l(a) and 12.01(b) interpreting and/or applying
terms and conditions specified therein, or in an arbitration

to determine terms and conditions to be contained in such
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agreements pursuant to Secticon 2.16(b) of the Act, the costs

of Railroad shall be divided equally between RTA and Railroad.

12.03 Labor Law Compliance. Railroad will, with

respect to Railrocad's obligations hereunder, comply with all
applicable requirements. of Federal and State labor laws,
including, without limitation, laws relating to minimum
wages, limitations upon employment of minors, minimum fair
wage standards for minors, and payment of wage; due employees
and regulations established according to law to protect the

health and safety of employees.

12.04 Non-Interference with Labor Agreements.

Nothing in this Agreement shall be applied or construed to
authorize or require conduct which violates any of Railroad's
labor agreements or, 2xcept to the extent Railroad is reim-
bursed therefor, which requires payment by Railxroad of any
penalty or payment pursuant to such agresements; provided,
however, that Railroad will not directly or indirectly pro-
Pose any new provision or change in any existing provision,
in such agreements which would, as compared with such agree-
ments in effect on June 30, 1975, increase any prohibition

against conduct that may be undertaken or required by RTA



pursuant to this Agreement. If RTA proposes a procedure to
be followed, or insists that outside contractors be used,
implementation of which would viclate any of Railroad's labor
agreements, Railroad will use good faith efforts in informal
negotiations (but without an? obligation to institute proce-
dureé under Section VI of the Railway Labor Act) to obtain a
modification or waiver of the applicakle provisions of such
agreements to permit such change to be implemented in accor-

dance with this Section.

ARTICLE XIII

Miscellaneous Provisions

13.01 Permitted Performance Variations. The

failure of Railroad to perform, in whele or in part, any of
the obligations of Railroad under this Agreement or any Con-
tract, by reason of the occurrence of fire, flood, explo-
sion, disaster, strike or labor work stoppage, materials
unavailability or any other cause beyond the reasonable
control of Railroad (hersin calledé a "Force Majeure Occur-
rence") shall be excused for all purposes (including times
of performance), provided that Railroad (i) shall promptly

begin work when the materials become available and promptly



undertake and complete the repair, restoration, or feplace-
ment of any property which is necessary for the performance
of the Railroad's obligations hereunder, and which is dam-
aged or destroyed as a result of a Force Majeure Occurrence;
and (iij in any event shall resume normal performance of
Railroad's obligaticons hereunder, as soon as reasonably
possible following the cessation of, or the completion of
repairs, restoraticn or replacement made necessary by, a

Force Majeure Occurrence.

13.02 Third Parties. This Agreement is not

intended to and shall not be construed or applied to create

any rights in any person or entity not a party hereto.

13.03 Successors and Assigns. This Agreement

shall bind and inure to the benefit of the respective suc-
cessors and assigns of Railroad and RTA. Any successor to
Railroad's rights under this Agreement (except a successor
resulting from a merger, consclidation, or sale or lease of
all or substantially all of Railroad's railroad assets ap-
proved by the Interstate Commerce Commission) must be ap-
proved by RTA and any successor will be required to accede
to all of the terms, conditions and requirements of this

Agreement as a condition precedent to such succession.

Al



13.04 Governing Law. This Agreement shall be

governed by the laws of the State of Illinois.

13.05 Headings. The headings of this Agreement
are for convenience and reference only and in no way define,

limit or describe the scope or intent of this Agreement.

13.06 Amendments. No modification, addition or

amendment to this Agreement shall be effective unless and
until such modification, addition or amendment shall be
reduced to a writing executed by the authorized officers or

agents of each party.

13.07 Notices. Except as otherwise specified in
this Agreement, all requests, notices, demands, authoriza-
tions, directions, consents or waivers or other documents
required or permitted under this Agreement shall be in
writing and shall be delivered in person to, or deposited
postage prepaid in the registered or certified mails of the
United States addressed to RTA at:

REGIONAL TRANSPORTATICON AUTHORITY

P.0O. Box 3858

Chicago, Illinois 60654

Attn: Director of Transportation
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or to Railroad at:

CHICAGO AND NORTH WESTERN
TRANSPORTATION COMPANY

400 West Madison Street

Chicago, Illinois 60606

Attn: Director of Commuter Services

or at such other address as either party may at any time or
from time to time designate for itself in writing. Each
such request, notice, demand, authorization, directicn,
consent, waiver or other document shall be deemed to be
delivered to a party when received at its address set forth
or designated as above provided. A copy of each notice to
RTA shall be provided to: Jereﬁiah Marsh, Esg., Hopkins,
Sutter, Mulroy, Davis & Cromartie, One First National Plaza,
Chicago, Illinois 60603. A copy of 2ach Notice to Railroad
shall be provided to its Vice President-Law addressed to

Railroad, as shown above, Attention: Vice President-Law.

13.08 Conflict of Interest. Railroad warrants and

represents that it has not paid and agrees not to pay any
bonus, commission, fee or gratuity to any employee or offi-
cial of RTA for the purpose of obtaining this Agreement. In
addition to the obligations imposed by Section 3 of "An Act

to Prevent Fraudulent and Corrupt Practices in the Making or
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Accepting of Official Appointments and Contracts by Public
Officers," approved April 9, 1972, as amended (Ill. Rev.
Stat. ch. 102, 43), no officer, director, employee or pro-
fessional consultant or advisor of or to RTA shall be admit-
ted by Railroad to any financial share of this Agreement or
to any financial benefit arising ﬁherefrom. RTA warrants
and represents that neither it nor any officer, director, or
employee of RTA, nor (to RTA's knowledge or belief) any
professional consultant or advisor of or to~RTA has done any
act or omission which is in violation of the Act identified

in the preceding paragraph and which is in any way related

to this Agreement.

13.09 Prohibited Interests. No member or dele-

gate to the Congress of the United States, and no member of
the Illinois General Assembly, shall be admitted to any
share or part of this Agreement or any Contract or to any

benefit arising therefrom.

13.10 Severability. The parties agree that if

any provision of this Agreement is held invalid for any
reason whatscever, the remaining provisions shall not be

affected thereby if such remainder would then continue to
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conform to the purposes, terms and requirements of this

Agreement and applicable law.

13.11 Performance Bonds. Railroad agrees to re-

quire that each subcontractor performing work on the Pro-
jects, shall furnish a performance bond in an amount equal
to at least one hundred percent (100%) of the contract price

as security for the faithful performance of the contract.

13.12 Cooperation in Connection with Inspecticn.

(2) In connection with any inspection under this Agreement,
Railroad agrees to ccoperate fully by making available re-
ports of all prior inspections (including quality control
and safety) and refurnishing such other reports as may be
reasonably required by RTA, UMTA and IDOT. All such in-
spection§ shall be performed without disruption or inter-
ference with service provided or supported by this Agree-
ment. The results or conclusions of such inspections,
tests, and reports shall not be construed as altering in
any way Railroad's responsibility to maintain and repair
such facilities, maintain its work scheéule, or any other

obligation assumed by Railroad hersunder.



(b) RTA's authorized representatives shall have
the right and privilege from time to time, or on a contin-
uing basis, during normal business hours, to enter upon any
or all lands and properties of Railrocad on which the Projects
are located, for the purpose of inspecting and examining the
same. All such inspection conducted on or from lqcations
open to the general public may be performed with or without
advance notice to, or supervision by, Railrcad. All other
inspections shall be with advance notice to‘Railroad, and
subject to the right of Railrocad to require supervision where
appropriate for safety reasons. Such supervision shall bhe
provided promptly and shall not unreasonably delay, or inter-

fere with, the initiation or conduct of the inspection.

(c) In the event any officer, employee, consultant,
contractor or invitee of the RTA enters upon the property of
Railroad in connection with the inspection provided herein,
RTA shall indemnify and save harmless the Railroad against
and from all liability, obligations, damage, penalties,
claims, cost and expense, including attorneys' fees, arising
as a result of any act or omission of said officers, employ-

ees, consultants or invitees (including employees and con-
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sultants of UMTA and IDOT) of RTA while upon Railrocad's

property.

13.13 Indemnification and Insurance. {(a) Railrocad

agrees to save harmless and indemnify RTA from any and all
losses, expenses, damages (including loss of use), demands
and claims resulting from injuries to persons and damage to
property occurring as a result of this Agreement and any
Contract, except as provided in the last paragraph of Sec-—
tion 13.12, and shall defend or provide for defense of any
suit or action, whether at law or in equity, brought against
RTA based on any such alleged injury (including death) or
damage arising out of work or services performed under this
Agreement or any Contract by an act or omission of Railroad's
officers, employees, consultants, contractors or invitees,
axcept as provided in the last paragraph of Section 13.12,
and shall payv all damages, judgments, costs and expenses,
including attorneys' fees, in connection with said demands
and-claims resulting therefrom, except this clause shall not
apply in relation to acts of RTA, its Directors, agents and
employees, of willful and wanton negligence or misconduct,
or to criminal acts or omissions in the performance cf their

duties, or as to matters as to which they have not acted in
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good faith, or in a manner they reasonably believe to be in,

or not opposed to, the best interests of RTA.

(b) Railroad will use its best efforts to keep in
full force and effect insurance coverage of the same type,
character and coverage as that maintained by it as of Jungg
30, 1975 with respect to its other railrocad property, pro¥
vided that Railrocad may at its option and expense expand ox

improve such coverage or increase its deductible.

13.14 Non-Waiver. Railrocad agrees that in no

event shall any action, including the making by RTA of any
payment under this Agreement or any Contract, constitute or
be construed as a waiver by RTA of any breach or covenant or
any default on the part of Railroad which may then exist and
any action, including the making of any such payment by RTA,
while any such breach or default shall exist, shall in no
way impair or prejudice any right or remedy available to RTA
in respect of such breach or default. The remedies avail-
able to RTA under this Agreement are cumulative and not
exclusive. The waiver or exercise of anyv remedy shall not
be construed as a waiver of any cother remedy available here-

under or under general principles of law or equity.
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IN WITNESS WHEREOF, Railroad and RTA have executed

this Agreement on the respective dates written below.

REGIONAL TRANy Ef AUT;RITY
M ) L Ei

Signed on this /J day of January
1978

CHICAGO AND NORTH WESTERN
TRANSPORTA ON COMPANY

e
ATTEST: By ’ ,)X E—— j/\z___

/
Slgnedb%n this Sygfday of January
1978

__QL A

i B g




PROJECT CONTRACT

This Project Contract, entered into this

day of » 197 _, by and between the Regional

Transportation Authority ("RTA") and the Chicago and North
Western Transportdtion Company, a Delaware corporation, a A

rail carrier authorized to provide mass public transporta-

tion within the State of Illinois ("Railroad”).

WHEREAS, RTA and Railrocad entered into a Commuter
Improvement Grant Agreement ("Grant Agreement") on H
1977, by which RTA agreed to cause to be.funéed in an
amount not in excess of $17,000,000, and Railroad agreed
to perform, such of the improvement projects listed in
Section 1.0l thereof as might subsequently be selected by
subsequent agreement and incorporated in this, or one br

more other, Project Contracts:;

WHERZAS, funding for the Project has been made
available through financial assistance provided by UMTA and/or
IDOT pursuant to RTA‘shapplication (Project No. IL-0G3 )
to UMTA and RTA's application (Project No. CAP- -  Fed)

to IDQOT;



WHEREAS, Railroad and RTA have selected in accor-,
dance with Section 1.02 of the Grant Agreement the work de~
scribed in Section 1 hereof as a Project to be performed

pursuant to the CGrant Agreement;

NOW, THEREFORE, it is hereby agréed that: -

-

1. The Project. The Project consists of the work

generally described in Item No. in Section 1.02 of
the Grant Agreement, and more particularly described,
together with an itemized estimate of costs, in Exhibit A
heretc. Railroad shall perform, and RTA shall pay for
Railroad's performance of, the Project, in accordance with
Expibit A, the Grant Agreement and this Project Contract,

and the Project shall be completed not later than

15

2. Definitions. All words defined in the Grant

Agreement shall have the same meaning when used herein.

3. Design and Construction. Railrcad shall pre-

pare, or cause to be prepared, and shall submit to RTA for

appreval as soon as reasonably possible after the date of



this Agreement, the following documents: designs, surveys,
olans, estimates (including manpower requirements), working
drawings and specifications as needed for performance of the
Project. RTA may require changes in such documents as a
condition to granting igg approval. These documentgrshall_
be tﬁe property of RTA upon receipt ;f them bQ.RTA. Rail-
road shall perform the Project in accordance with designs,
surveys, plans, estimates (including manpower requirements),
working drawings and specifications approved by RTA under

this Section.

4. Work Forces. (a) Subject to the provisions

of this Section and to the provisions of the Grant Agree-
ment, Railroad may use its own forces or hire one or more
independent contractors to perform the Project. When Rail-
road elects to hire an independent contractor to perform
any part of the Project, bidding procedures shall be fol-
lowed when and as required by the Grant Agreement. When
competitive bidding procedures are used, RTA may direct
Railroad to reject any or all bids received and to take
new bids, or may approve the award of a contract or con-
tracks. ﬁo contract shall be awarded without the written

approval of RTA.



(b) Every contract between Railroad. and a sub-
contractor shall be executed in such form as RTA may ap-
prove, and shall comply in all respects with applicaﬁle
government -rules and regulations, including without limi-

tation rules and regulations of UMTA and IDOT.

5. Materials. RTA may purchase all.or pvart of
the materials required to perform the Project. All such
materials shall, as a minimum, comply with the most recent
specifications for such materials (as of the date of purchase)
issued by the American Railway Engineers Associaticn and the
Association of American Railroads, and shall be.compatible
' with Railroad's existing plant and equipment. Railroad
shall use such materials purchased by RTA to perform the
Project. To the extent RTA does not purchase the materials
requirsd to perform the Project, Railroad shall purchase
them and be reimbursed in accordance with the procedures
contained in the Grant Agreement. If Railroad has suffi-
cient inventory of a material to perform previcusly sche-
duled projects (including freight projects) and this Pro-
ject, and if the lowest competitive bid-price received hf

Railrocad in response to a request for bids issued by Rail-



road exceeds Railroad's replacement cost of inventoried ma-
terials or supplies, all outside hids shall be rejected,
such materials or supplies shall be used from Railroad's
inventory, and RTA shall pay for such materials at Rail-

road's replacement cost for such materials or supplies."

-

6. Permits. Railrocad shall obtain all permits,
licenses, consents and other approwvals required for the

performance of the Project.

7. Pavment. The estimated cost of the Project
(including the cost of materials to be purchased by RTA)

is § , and engineering costs of $ ; as

shown in Exhibit A attached. RTA shall reimburse Railroad
in accordance with the Grant Agreement. RTA and Railroad
shall cooperate and use their best efforts to cause the Project

to be performed at the lowest overall cost practicable.

8. Maintenance cf Facilities. Except as may be

otherwise preovided by written agreement between the parties,
Railroad shall maintain the Project Facilities, or cause
them o be maintazined, in a2 saZe and operable condition in
accordance with normal railroad industry procedures through-
put their use by Railroad for Commuter Rail Serwvice. This

Section shall not be construed to affect any other obliga-



tions Railroad may have under any other agreement with RTA

or otherwise with respect to maintenance of the Project

Facilities.

9. Warranty of Construction, Material and Work-

manship. For a period of one year from the da;e of comple-
tion of the Project, as evidenced by the date of final ac-
ceptance of the Procject by RTA, Railroad warrants that the
Project conforms to the regquirements of this Project Con-
tract and the Grant Agreement and is free of any defect of
eguipment, material or workmanship performed or furnished by
Railroad or any of its subcontractors or suppliers. Rail-
road shall remedy at its own expense any such failure to

conform to this warranty.

10. Egual Employment Opportunity. In connection

with the execution and performance of this Agresement, Rail-
road shall noct discriminate against any employee or appli-
cant for employment because of race, religion, colcr, sex
or national origin. Railroad shall take affirmative action
to eﬁsure that applicants are employed, and that employees
are treated during employment without regard to their race,

religicn, color, sex, or national origia. Such actions



shall include, but shall nét be limited to the following:
employment, upgrading, demotion, or transfer; recruitment or
recruitment advertising; layoff, or termination; rates of
pay, or other forms of cocmpensation; and selection for

training, including apprenticeship.

o

11l. Air Pollution. Railroad and its subcontrac—

tors and suppliers must submit evidence to RTA that the
governing air pollution criteria will be met. This evi-
dence and related documents will be retained by RTA for

on~site examination by UMTA.

12. Project Sign. Railroad shall erect and main-

tain signs satisfactory to UMTA, IDOT and RTA, identifying
the Project and indicating Federal, State of Illinois and
RTA participation. Such signs shall conform to the sign

specifications in Exhibit B.

13. Minority Business Enterprise. In connection

with the performance of this Project Contract, Railrocad will
cooperate with RTA in meeting its commitments and goals with
regard to the maximum utilization of minority businress

enterprises and will use its best efforts to insure that



minority business enterprises shall have the maximum prac-

ticable opportunity to compete for subcontract work under

this Project Contract.

l4. Wage Rates. Minimum wages to be paid in per-

formance of the Project, except with respect to employees
whﬁse wage rates are set by collective bargaining agreements
entered into pursuant to the National Railway Labor Rela-
tions Act, have been established by the U.S. Department of
Labor and are shown in Exhibit C, If any employees working
at the site of the Work are covered by the wage rates shown
in Exhibit C, such wage rates must be prominently posted at
the site of the Project. In performance of the Project,
Railroad shall comply with the provisions set forth in Ex-

hibit D.

15. Assignment. This Project Contract shall be

binding upon, and inure to the benefit of, the respective
successors and assigns of the parties hereto, provided,
however, that this Project Contract may only be assigned
togefher with all other Project Contracts and the Grant

Agreement.



16. Opinion of Counsel. Upon execution herecof -by

Railroad, Railroad has furnished the RTA with an opinion‘of
Railroad's counsel, dated the date on which this Agreement
is executed by Railroad and to the effect that (i) the
execution, delivery and performance of this Project Contract
by Railroad has been duly authorized by all requisite corpo-
rate action of Railroad; (ii) this Project Contract has been
duly executed and delivered by Railroad in accordance with
its terms; (iii) the compliance by Railroad with the terms
and conditions of this Project:CQntract will not result in
breach of, or default under, any judgment, decree, mortgage,
indenture or other agreement applicable to Railroad known
to such counsel; (iv) all approvals as may be required to
permit the performance by Railroad of its obligations under
his Project Contract have been obtained; and (v) except as
previously disclosed to RTA in writing, such counsel has no
xnowlege of any litigation or proceeding pending or threatened
against Railroad which could materially and adversely affect
the performance by it of any of its obligations under this

Project Contract.

17. Agreement Period. The term of this Project




Contract shall begin on the date hereof, and shall end on

‘

the completion of all obligations hereunder.

18. Incorporation of Grant Agreement Provisions.

The following Sections of the Grant Agreement are incor-
porated herein by reference and made a part hereof: 13,04,

-

13.05, 13.06; 13.07, 13.08, 13.10.

IN WITNESS WHEREQCF, RTA and Railroad have caused
this Agreement to be executed on the day and year first
above written.

REGIONAL TRANSPORTATION AUTHORITY

ATTEST: By:

Chairman, Board of Directors

CHICAGO AND NORTH WESTERN
TRANSPORTATION COMPANY

ATTEST: By:

> I
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APPENDIX B

Intentionally Omitted



Appendix C
"Costs"

COMMUTER IMPROVEMENT GRANT AGREEMENT

(i) The cost of directly assigned Railroad work forces,
including additives applied in accordance with subparagraph (vi),
below, and including foremen, project engineers, and supervisors,
assigned to the project.

(ii) The cost of Railroad-furnished materials and
supplies, including additives applied in accordance with subpara-
graph (vi), below.

(iii) The cost of renting any equipment, necessary for
the York, from owners other than the Railroad.

(iv)  The cost of any independent contractors hired in
accordance with this Agreement for performance of the Work.

(v) Reasonable equipment rental fees for each item of
Pailroad-owned equipment, but excluding small tools, used in the.
performance of the Work of Railroad, the same to be measured by the
formula contained in the General Manager's Association of Chicago
Circular G.M.A.-2636-E, and such supplements or reissues thereof as
mzy be adopted pursuant thereto.

(vi) To the actual cost of labor, materials and supplies
furnished by Railroad and to the actual cost of materials and supplies
furnished by the Authority, additives shall be applied in accordance
with rates and rules set forth by the General Manager's Association of
Chicago, in its Circular 2710-D, or by any subsequent or successor
publication comparable thereto if the aforesaid document is no Tonger
in existence, except that there shall be substituted for the G.M.A.
additives for transportation of wzlded rail, 5% of the actual cost of
the rajl plus a special rail train service charge from the welding
piant to the site of installation in accordance with the applicable
tariffs. y

(vii) The direct cost of obtaining any necessary building
or construction permits.

(viii) The cost of recording instruments of ownership at
the Authority's request.



ot

(ix) Sales, use or excise taxes required to be paid by
Railroad on Railroad-furnished materijals or supplies.

(x) Any costs not specifically 1isted above which are
reasonably incurred by Railroad relative to the said Fixed Facilities
and approved by the Authority, provided however that the Authority's
approval shall not be required where such cost is less than $1,000
and the aggregate of all such costs is less than $10,000.



Pre-Bid Approval

Railroad shall, prior to advertising for any bids
for any work to be performed under Section 7.01, submit one
copy each of the proposed contract plans, specifications,
proposed advertisement for bids{.and all related. bidding

documents to RTA for approval.

Post-Bid Approval

Railroad shall obtain RTA approval prior to making
any award, including instances in which Railroad determines
that “he low bid is not responsive, or that the low bidder
is not responsible or should be disgqualified for other
reasons. To obtain approval, Railroad shall submit to RTA

the following items:

i Certified copy of the advertisement for bids;
2. A tabulation of bids;

81 If Railroad recommends an award to a bidder
other than the low bidder, a full statement of
the reasons for not making an award to the
low bidder, together with any supporting
documentation; and

4. An opinion of Railroad"s attorney with respect
to the legality, under State and local law,
of the proposed award.

——



Post-Bid Requirements

.

Within thirty (30) days after award of any con-
tract under Section 7.01, Railroad shall submit one copy

each of the following to RTA except as specifically waived

by the RTA: o : 3

-

-

1. The executed contract betwsen Railroad and the
contractor;

24 The itemized bid proposal (if not included in
the contract);

K I Assurance that Performance Bonds, i1f required,
will be provided; ‘

4. Waivers of liens, when applicable.

Before performance under any such contract com—
mences, Railroad shall submit to the RTA any requested‘

Certificate of Insurance.
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AMENDED AND RESTATED
PURCHASE OF SERVICE AGREEMENT
BETWEEN
THE COMMUTER RAIL DIVISION OF THE REGIONAL TRANSPORTATION
AUTHORITY
AND
THE UNION PACIFIC RAILROAD COMPANY
January 1, 2010 — December 31, 2016

THIS AMENDED AND RESTATED AGREEMENT entered into this 28™ day of January 2010,
by and between the COMMUTER RAIL DIVISION (“CRD”) created by Article III, Section
3B.01 of the Regional Transportation Authority Act, as amended, and the UNION PACIFIC
RAILROAD COMPANY, a Delaware corporation (“Railroad”) shall amend and restate the
Criginal Agreement, as defined in Article I. This Amended and Restated Agreement shall be
eifective January 1, 2010.

Preliminary Statement

Railroad is a Transportation Agency which provides Public Transportation Services by rail in the
Metropolitan Region in the northeastern area of the State of Illinois. The Regional Transportation
Authority (“Authority”) was established pursuant to the Regional Transportation Authority Act
(“Act”), as amended, for the purposes of (a) providing for, aiding and assisting public
transportation in the Metropolitan Region, without impairing the overall quality of existing
public transportation, and (b) providing and facilitating public transportation which is attractive
ard economical to users, comprehensive and coordinated among its various elements, and
economical, safe, efficient and coordinated with area and State plans. The Authority and
Riilroad entered into previous Purchase of Service Agreements, the most recent of which was
for the period ending on December 31, 1998. On November 9, 1983, the Act was amended to
provide for the establishment of the Commuter Rail Division of the Authority. The CRD is the
operating division of the Authority responsible for providing public transportation by commuter
rall and for the negotiation and administration of Purchase of Service Agreements.

ARTICLE I
Definitions
In this Agreement, the following terms shall have the following meanings:
Act -- the Regional Transportation Authority Act, Public Act 78-5, 3rd Sp. Sess. (70

ILCS 3615/1.01 et seq.) as in effect on the date hereof and as hereafter amended.
Accounting Change Notice (ACN) - the meaning thereof in Article 6.02.

Accounting Change Request (ACR) -- the meaning thereof in Article 6.02.

Agreement -- this Amended and Restated Purchase of Service Agreement and all exhibits
hereto as amended from time to time.
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Additional Compensation -- the meaning thereof in Article 6.06.
Agreement Term - the term of this Agreement as provided in Article 11.01.

Allocation Statistics Report -- the meaning thereof in Article 7.01.

Approved Budget -- the budget for a Budget Period approved in accordance with Article
6.03.

Authority -- the Regional Transportation Authority.

Billing Number -~ a unique number assigned to record and allocate expenses for
maintenance of way and engineering for track segments, buildings and other purposes.
Board of Directors -- Directors of the CRD.

Budget Limits -- the meaning thereof in Article 6.02.

Budget Objection -- the meaning thereof in Article 6.03.

Budget Period -- the meaning thereof in Article 6.03.
Calendar Year -- the 12-month period beginning January 1 and ending December 31.

Capital Expenditure -- the cost of acquisition, construction, modification, replacement,

installation or permanent improvement of the kinds of tangible property listed in Property
Account Nos. 1-20, 22, 26-52, 54, 57, 58, 59 and 90 of the Uniform System of Accounts,
49CFR, 1200-1219, revised as of October 1, 1997.

Capital Needs -- a list of any items proposed for acquisition, construction, modification,
replacement, installation or permanent improvements of tangible property that is eligible
for federal, state, or local funding.

Chargeable Cost Centers -- the Cost Centers defined in Exhibit 6-A.

Claim -- the meaning thereof set forth in Article 10.01.

Commencement Date -- the date on which Contract Services are first performed in

accordance with a Service Change.

Common Expense -- the expense of an activity attributable to both Contract Services and
Railroad’s other operations.

Compensation -- the meaning thereof in Article 6.04.

Consist -- the number and type of cars and locomotive units making up a particular train.
Contract Security Services — the meaning thereof set forth in Article 6.13.

Contract Services -- (a) with respect to the Agreement Term, the Public Transportation
Services by rail to be provided by Railroad, acting as an independent contractor for the

benefit of the CRD, pursuant to this Agreement, and the performance by Railroad of its
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other obligations under this Agreement, and (b) with respect to the term of the Prior
Agreement, Contract Services (as that term is defined in the Prior Agreement) rendered
under the Prior Agreement.

Contract Services Property -- the meaning thereof in Article 3.01.

Contract Services Revenue -- the meaning thereof in Article 6.01.

Cost Center -- the unique identifying number to which expenSes are charged as set forth
in the Subsidiary Accounting System.

Cost Code -- a description of an expense as set forth in the Subsidiary Accounting
System.

CRD -- the Commuter Rail Division of the Regional Transportation Authority.

Emergency Services Manager -- the meaning thereof in Article 2.07.

Estimated Compensation -- the meaning thereof in Article 6.04.

Estimated Surplus — the meaning thereof in Article 6.04.

Fair Market Rental -- a periodic rental payment based on the Fair Market Value
determined in accordance with Exhibit 2-AB and the appraisal criteria as provided in
Exhibit 2-AC.

Fair Market Value - the meaning as determined by the procedure set out in Exhibit 2-
AB.

Fare Change: Fare Change Notice -- the meaning thereof in Article 5.02.

Function Cost Report -- the meaning thereof in Article 7.01.

Government Requirements -- federal, state, and local statutes, codes, regulations,
ordinances, rules, orders and other requirements.

Labor -- the meaning thereof in Article 2.03.

Metropolitan Region -- all territory which is included within the territory of the Authority
and CRD pursuant to the Act.

Monthly Expense Reports -- the meaning thereof in Article 7.01, including actual

expenses for the Primary Cost Centers, Secondary-Engineering Centers, and the
Secondary-Other Centers.

Monthly Payment -- the meaning thereof in Article 6.04.

Parties -- CRD and Railroad.

Peak Periods -- the meaning thereof in Article 2.04.
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Primary Cost Centers -- the meaning thereof set forth in Exhibit 6-A.

Prior Agreement -- the Purchase of Service Agreement as amended between the

Authority and Railroad for the period beginning January 1, 2004 and ending December
31, 2008 with a one year extension to December 31, 2009 and an additional extension to
January 31, 2010.

Property -- the meaning thereof in Article 2.02.

Proposed Budget -- the meaning thereof in Article 6.03.

Proposed Budget Amendment -- the meaning thereof in Article 2.04.

Public Transportation Services -- the transportation or conveyance of persons within the
Metropolitan Region by means available to the general public, including groups of the
general public with special needs, except for transportation by automobile not used for
conveyance of the general public as passengers and except any portion of any service
provided by, or pursuant to an agreement with, National Railroad Passenger Corporation.
Railroad -- Union Pacific Railroad Company, a Delaware corporation.

Reimbursable Expenses -- the meaning thereof in Article 6.02.

Secondary-Engineering Centers -- the meaning thereof set forth in Exhibit 6-A.
Secondary-Other Centers -- the meaning thereof set forth in Exhibit 6-A.

Service Change: Service Change Notice -- the meanings thereof set forth in Article 2.04.

Service Emergencies -- the meaning thereof set forth in Article 2.07.

Service Plan -- the plan describing the Contract Services Railroad is to provide during a
Calendar Year as provided in Article 6.03.

Standards -- the standards specified in Exhibit 2-C.

Stations -- specific locations identified in Article 2.02 and listed in Exhibit 2-AA.

Subsidiary Accounting System — the specific system of accounting detailing cost codes,

billing numbers, cost centers and allocation techniques by which costs are recorded,
reported and allocated to CRD as set forth in Exhibits 6A, 6B, 6C, 6D, 6G and 6H.
Summary Variance Report -- the meaning thereof in Article 7.01.

Transportation Agency -- the meaning thereof set forth in the Act.

Uniform System of Accounts -- the Uniform System of Accounts for Railroad
Companies, as set forth in Title 49 of the Code of Federal Regulations, Part 1201, revised
as of October 1, 1997.
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Weather Emergency Plan -- the meaning thereof set forth in Article 2.08.

Work Order -- a five digit number that is management’s authority for the capital
expenditure (old AFE) of funds for project work to be done or the retirement (old AFR)
of existing property.

ARTICLE I

Services to be Provided
by Railroad

2.01 Basic Scope of Services. Railroad hereby agrees that throughout the
Agreement Term, Railroad, acting as an independent contractor for the benefit of the CRD, will
provide Public Transportation Services by rail. Except as otherwise expressly permitted under
this Agreement, Railroad shall (a) operate in accordance with the schedules listed and described
in Exhibit 2-A and the Consists listed and described in Exhibit 2-B; (b) comply with the
Standards specified in Exhibit 2-C; and (c) provide the maintenance services specified in Exhibit
2-D, and all accommodations and other services as are reasonably necessary for commuter
comfort, convenience, and safety.

2.02 Property To Be Used. Railroad shall, except as otherwise provided in this
Agreement, provide such of the real and personal property, rights and privileges of Railroad
(“Property™) as are necessary for the provision by Railroad of the Contract Services including,
but not limited to: stations, platforms, offices, parking lots and other real estate and facilities, the
cars and locomotives listed in Exhibit 2-E, trackage, ways and structures; rights of Railroad
under contracts, leases, joint operating agreements and patents; other intangible property; and
materials (except locomotive fuel and other inventory provided by the CRD upon mutual
agreement of the Parties) supplies and parts. The purchase of fuel by the CRD, and its delivery
and withdrawal from storage will comply with the terms contained in Exhibit 2-G. Locomotive
fuel oil supplied by either party hereto shall comply with Locomotive Fuel Specifications
contained in Exhibit 2-H.

With regard to station buildings, platforms, parking lots and the real estate they
are located upon, as well as any other real estate, the terms and conditions that Railroad provides
these facilities are as follows:

1. Stations (a) The current buildings and/or canopies, the platforms and ingress/egress to
the parking lots and public ways will be provided by the Railroad. The current stations are listed
in Exhibit 2-AA and will be provided under this Agreement on the same terms and conditions as
the Railroad provided them under the Prior Agreement.

(b) Railroad has leased some station buildings, but not the platforms and usually
not the canopies, to the municipality where the station is located, with CRD approval, as shown
on Exhibit 2-AA. Any revenues generated by the station are paid to the municipality to offset the
building maintenance, janitorial cost and any utility costs the municipality assumes under the
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lease. All maintenance, janitorial and utility costs of the unleased stations are Reimbursable
Expenses, and all maintenance, janitorial and utility costs of a leased station, not assumed by the
municipality, are Reimbursable Expenses. Neither CRD nor the municipalities shall pay Railroad
rent or any other compensation not included in Article VI of this Agreement for the use of the
station buildings, canopies or platforms.

(c) In the event that CRD or any municipality wants to (i) increase the size of a
current station or platform and it will occupy additional Railroad real estate, (ii) relocate the
station building, canopies or platform to another location on Railroad’s real estate and the
relocation of either the station building or canopies or platforms occupy additional Railroad real
estate, which is more than what the current station building, canopy or platform being vacated
now occupies, or (iii) construct a station where a stop does not now exist on Railroad’s schedule
in Exhibit 2-A, then CRD (or the municipality) will either purchase or lease the additional or
newly occupied real estate from the Railroad at Fair Market Value. The Fair Market Value will
be determined by the procedure set out in Exhibit 2-AB. The appraisal criteria will be determined
as provided in Exhibit 2-AC.

2. Parking Lots (a) Current parking lots are adjacent to the Stations listed in Exhibit 2-
AA.

(b) Improved (paved) parking lots are leased to the municipalities, who perform
the maintenance, snow removal, collect the parking revenue, prosecute the non-payers, and
assume other costs specified in the individual lease agreements. Currently, most municipalities
charge between $1.00 and $1.50 per day or issue monthly or quarterly permits at a comparable
cost. Unless capital costs are being refunded under the lease, the municipality pays Railroad one-
third of the revenue generated from the parking lots for the use of Railroad’s real estate. This
revenue, which is below Fair Market Value, is not Contract Services Revenue. The current
parking lots under lease, and the amount of space occupied, are listed in Exhibit 2-AD. When
leases expire on the current sized parking lot, it will be renewed by Railroad on substantially the
same terms and conditions of the prior lease, (including the amortization of required Capital
Expenditures approved by Railroad), with lease rental below Fair Market Value.

(c) Unimproved parking lots, as well as stations where no parking exists on
Railroad real estate, are listed on Exhibit 2-AE. The Railroad maintains the unimproved parking
lots on its real estate. Since commuters are not charged for using these parking lots, no revenue is
generated. Railroad shall provide these lots under this Agreement under the same terms and
conditions as the Prior Agreement.

(d) In the event that CRD or any municipality wants to (i) increase the size of a
current parking lot and it will occupy additional railroad real estate, or (ii) relocate the parking
lot to another location on Railroad’s real estate and the relocation of the parking lot occupies
additional Railroad real estate, which is more than what the current parking lot being vacated
now occupies, or (iii) a parking lot is needed at a station which does not now exist on Railroad’s
schedules in Exhibit 2-A, then CRD (or the municipality) will either purchase or lease the
additional or newly occupied real estate required from the Railroad at Fair Market Value. The
Fair Market Value will be determined by the procedure set out in Exhibit 2-AB. The appraisal
criteria will be determined as provided in Exhibit 2-AC. With regard to the additional or newly
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occupied real estate, Railroad will not waive Fair Market Rental or the purchase of the real estate
at Fair Market Value to amortize any capital expenditures that need to be made to the Parking
Lot. However, if CRD or a municipality elects to lease Railroad’s real estate at Fair Market
Value, the value of the Capital Expenditures, not paid for by the Railroad, will not be included in
the Fair Market Rental.

3. Other Real Estate. Revenue generated at station buildings and on or near the
platforms at the Stations listed in Exhibit 2-AA, and as set forth in Article 6.01 or listed on
Exhibit 2-AF is Contract Services Revenue. All other revenue not listed on Exhibit 2-AF and
generated by Railroad’s real estate is not Contract Services Revenue; provided, however, that re-
branding or adding sponsor names to the commuter lines shall be seen as Contract Service
Revenue, if CRD is able to generate such underwriting contributions.

2.03 Labor To Be Provided. Except as otherwise provided in this Agreement,
Railroad shall provide and furnish all labor, administrative, professional and supervisory services
(“Labor”) necessary for the provision by Railroad of the Contract Services.

2.04 Service Changes. (a) The CRD may, at any time or from time to time,
during the Agreement Term, direct changes in Contract Services, Property, Labor or Standards
(including, without limitation, changing the claims administration function so that it is performed
in whole or in part directly by the CRD or by any person designated by the CRD (“Service
Change”).

(b) The CRD shall initiate a Service Change by delivery to Railroad of a written
notice (“Service Change Notice™) stating the proposed Service Change and its Commencement
Date. Within 30 days (or such other period as may be agreed to by the Parties in a particular
case) after delivery of the Service Change Notice, Railroad shall either (1) state in writing to the
CRD that it will not implement the Service Change for one or more of the reasons set forth in
subsection 2.04 (d) and specify such reasons, or (2) prepare and submit to the CRD a proposed
budget amendment with respect to the Service Change (“Proposed Budget Amendment™). The
Proposed Budget Amendment shall set forth the changes in the Budget Limits and the estimated
changes in Contract Services Revenue and Reimbursable Expenses (including necessary Capital
Expenditures) for the Budget Period resulting from such Service Change, and shall set forth the
estimated adjustment resulting from such Service Change to the monthly payments to be made
by the CRD or Railroad in accordance with Article 6.04.

(c) If the CRD does not object in writing to the Proposed Budget Amendment
within 30 days after delivery of the Proposed Budget Amendment, the Service Change shall
become effective on the Commencement Date. If the CRD objects to the Proposed Budget
Amendment, the Parties shall negotiate in good faith with respect to the Budget Amendment.
Subject to Subsection (d) of this Article, if on the Commencement Date of the Service Change
the Parties have not agreed, Railroad shall commence the Service Change and the Approved
Budget shall be amended and the monthly payments to be made by the CRD or Railroad under
Article 6.04 shall be adjusted in accordance with the Proposed Budget Amendment as modified
by the CRD’s objections to it.
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(d) Railroad shall implement a Service Change on the Commencement Date
unless such Service Change:
(1) is unsafe, illegal or impossible to implement with prudent, economical
and efficient use by Railroad of amounts which are Reimbursable
Expenses,

(2) would require Railroad to use real property which was not used by
Railroad in providing Public Transportation Services by rail during the
Agreement Term or during the term of the Prior Agreement,

(3) will require or authorize the operation of any facility or service on
terms or in a manner which unreasonably interferes with the ability of
Railroad to provide efficient freight or inter-city passenger service, or

(4) would result in increased Reimbursable Expenses, provided, however,
that this exception shall be effective only during any period in which the
CRD is in arrears in its payments, excluding disputed amounts, to Railroad
Under this Agreement for a period in excess of 30 days.

(e) For purposes of subsection (d) of this Article, the Parties agree that a Service
Change shall not be deemed to require or authorize the operation of any facility or service on
terms or in a manner which unreasonably interferes with the ability of Railroad to provide
efficient freight or inter-city passenger service to the extent that:

(1) such Service Change changes schedules, Consists, or frequency of
trains operated on one or more of Monday, Tuesday, Wednesday,
Thursday or Friday, which depart from their originating stations between
the following times (“Peak Periods™):
(a) On the West Line, between 6:10 AM and 9:00 AM, or between
4:00 PM and 7:20 PM;
(b) On the Northwest Line, between 6:30 AM and 9:30 AM, or
between 4:00 PM and 7:30 PM;
(c) On the North Line between the Chicago Passenger Terminal
and the Lake Bluff Interlocking plant (but not including the Lake
Bluff Interlocking plant), between 5:30 AM and 9:30 AM, or
between 3:30 PM and 7:30 PM;
(d) On the North Line between the Lake Bluff Interlocking
Plant (including the Lake Bluff Interlocking plant) and the
Illinois State Line, between 6:30 AM and 9:00 AM, or between
4:00 PM and 7:00 PM.

(2) such Service Change does not require origination of trains used in
providing Contract Services at intervals of less than one hour in each
direction on each of the three Suburban Lines (West, Northwest and
North) during periods other than Peak Periods, except to the extent that
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Exhibit 2-A shows service at other than Peak Periods at intervals of less
than one hour;

(f) At any time prior to commencement of a Service Change, the CRD may
rescind the Service Change Notice, in which event Railroad shall not commence such Service
Change. Any expense reasonably incurred by Railroad in preparation for commencement of the
Service Change so rescinded (other than costs incurred in objecting to the Service Change) is a
Reimbursable Expense, subject to subsequent audit by the CRD.

(g) Subject to the provisions of subsection 2.04 (d), if Railroad does not
commence a Service Change in accordance with the Service Change Notice, the CRD may seek
to compel compliance with the Service Change Notice and this Agreement through the
institution of appropriate proceedings in the Circuit Court of Cook County.

(h) The CRD may, without limitation of the generality of any other provision of
this Article 2.04, make the following Service Changes: (1) change the paint scheme and insignia
of cars and locomotives owned by the Authority or CRD, and of other cars and locomotives with
the prior consent in writing of the owners or lessors thereof, (2) change the names, paint scheme
and insignia of equipment owned by Railroad and primarily used in providing Contract Services
other than cars and locomotives, (3) subject to any required governmental approvals, change the
names, paint scheme and insignia of stations, provided that the cost to Railroad’s freight
operations of changing the names of stations which are listed in Exhibit 5-C shall be
Reimbursable Expenses, (4) change the color, style and insignia of uniforms of personnel, (5)
change the design of tickets, transfers and public timetables, and (6) add the name or insignia of
the Authority or CRD or any advertisement or sponsor’s name to any of the foregoing (with the
prior consent in writing of the owners or lessors in the case of cars and locomotives not owned
by the CRD, Authority or Railroad).

(i) Subject to the provisions of subsection 2.04 (d), the CRD may require
immediate commencement of a Service Change, and may require temporary Service Changes.

2.05 Permitted Performance Variations. With the prior approval of the CRD, and
after having given reasonable advance notice to users of the Contract Services of any disruptions
which will result therefrom, Railroad may make reasonable temporary adjustments in schedules
or Consists to minimize interference with the performance of track and roadbed maintenance or
construction work or with construction of public utilities, State or other public highways or
public works crossing the routes of Railroad, or for any other purpose.

2.06 Force Majeure Occurrences. (a) The failure of Railroad or CRD to perform,
in whole or in part, any of the Contract Services, by reason of the occurrence of fire, flood,
explosion, disaster, strike or labor work stoppage, or any other cause beyond the reasonable
control of Railroad or CRD, to the extent such failure is beyond the reasonable control of
Railroad or CRD (“Force Majeure Occurrence™), is excused for all purposes.

(b) In the event of a Force Majeure Occurrence, Railroad or CRD shall provide
such modified or adjusted Contract Services as are practicable. Such adjustment or modifications
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shall be made only with the prior approval of the CRD. Railroad’s costs which are required for
adjustments or modifications in accordance with this subsection and which exceed Budget limits
in the Approved Budget are Reimbursable Expenses.

2.07 Service Emergencies. (a) The Executive Director or his designee may
declare a Service Emergency when he determines that the Contract Services are substantially
impaired as a result of any cause other than a strike or other labor-related work stoppage. If the
declaration is oral, it shall immediately be confirmed in writing. A Service Emergency shall
terminate at the time specified in the notice, but not more than 120 hours after such a declaration,
unless the Board of Directors extends its period.

(b) After declaration of a Service Emergency, the Executive Director or his
designee may appoint an Emergency Services Manager with whom the Contract Services
Manager shall consult during the Service Emergency. Subject to subsection 2.08(c), the Contract
Services Manager shall implement the Weather Emergency Plan if requested to do so by the
Emergency Services Manager, and shall implement any other recommendations of the
Emergency Services Manager pertaining to the operation of trains in Exhibit 2-A which are
scheduled to depart from their originating stations or arrive at their terminating stations during
Peak Periods.

2.08 Weather Emergency Plan. (a) On or before October 1 of each year during the
Agreement Term, Railroad shall prepare and submit to the CRD a proposed weather emergency
plan (“Weather Emergency Plan”) which is designed to re-establish Contract Services during
and after a weather event causing a Service Emergency. The Weather Emergency Plan shall
include programs for (1) resumption of normal service, (2) prompt dissemination of correct
information to riders regarding schedules and the condition of service, (3) emergency
deployment of manpower and equipment, and (4) changes in Contract Services necessary to
provide for a substantial number of additional temporary riders. The Weather Emergency Plan
shall include an emergency budget, specifying maximum labor positions and estimated expenses,
which shall take effect with the Weather Emergency Plan. For the period during which the
Weather Emergency Plan is in effect, actual costs of quantities in the emergency budget are
Reimbursable Expenses. Within 60 days after the submission of a proposed Weather Emergency
Plan, the CRD shall approve it, or return it to Railroad for modification. The CRD and Railroad
shall cooperate with respect to preparation of the Weather Emergency Plan. Subject to Article
2.08(c), final decisions with respect to such Plan shall be made by the CRD.

(b) The Weather Emergency Plan prepared by Railroad shall contain no provision
the implementation of which (1) would be unsafe, illegal or impossible, or (2) would
unreasonably interfere with the ability of Railroad to provide freight or intercity passenger
service. Railroad may object to inclusion of any Weather Emergency Plan provision not prepared
by Railroad on these grounds within 15 days after Railroad first receives a request for
modification of the Weather Emergency Plan from the CRD containing such provision.

(c) The Weather Emergency Plan shall be implemented at the direction of the

CRD for such period as the CRD may from time to time direct. Railroad shall not object to
implementation of any Weather Emergency Plan provision which Railroad prepared or of any
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provision which could have been objected to in accordance with Subsection 2.08(b). Railroad
shall not be required to implement any other provision of Weather Emergency Plan, or any
modification thereof, to the extent that such implementation (1) would be unsafe, illegal or
impossible, or (2) would unreasonably interfere with the ability of Railroad to provide freight or
intercity passenger service.

ARTICLE III
v Property

3.01 Property Dispositions. (a) Railroad agrees that (1) it will not sell, lease,
abandon, scrap, or otherwise dispose of any of the properties described in Subsection 3.01(b)
below (“Contract Services Property™), if such disposition will impair the performance by
Railroad of the Contract Services which are required to be provided at the time of such
disposition or at any time during the term of this Agreement; and (2) in any case not within
clause (1) above, it will not sell, lease, mortgage, abandon, scrap, or otherwise dispose of or
encumber any Contract Services Property unless, not less than 45 days prior to the earlier of the
date of such sale, lease, mortgage, abandonment, scrapping or other disposition or the entering
into by Railroad of any agreement therefore, written notice thereof is given by Railroad to the
CRD, which notice shall set forth a description of the property to be disposed of, and the price
and other terms and conditions of such proposed disposition. The requirements of clause (2)
above shall not apply to a disposition of property to a party having eminent domain power or for
public or quasi-public utility purposes or to property leased if the lease is cancelable upon not
more than 90-day notice. With respect to Contract Services Property which is used primarily for
Contract Services, Railroad shall offer in such notice, with the exception of notices of mortgages,
to transfer such property to the CRD at a price and on other terms and conditions not less
favorable than those of the proposed disposition. If the CRD does not accept such offer within
such 45 days, the offer shall be deemed to be rejected.

(b) The provisions of this Article apply to all of Railroad’s rights, privileges,
power and title in, to or over all property which is hereinafter described and which was used and
useful at any time during the term of the Prior Agreement or the Agreement Term in the
provision of Contract Services:

(1) Real property (including easements, leaseholds, and all buildings,
improvements, appurtenances and fixtures thereon), platforms and parking lots
but excluding air rights at and above a horizontal plane at such elevation as to
provide 23 feet vertical clearance above top of rail, plus land for reasonable
supports and foundations at such locations, which may affect the Contract
Services;

(2) Trackage (including, but not limited to, rails, ties, ballast, switches,
turnouts, wyes, signals, interlocking, crossovers, and yards) and structures or
improvements (including, but not limited to, bridges, culverts, fills, cuts, tunnels,
and grade crossings), which are essential to the convenient use of trackage;

(3) Passenger train cars and locomotives listed and described in Exhibit 2-
E and all equipment permanently installed in or on such cars and locomotives;

11
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(4) Equipment and machinery used for maintenance of such passenger
train cars and locomotives, except equipment or machinery which
(A) has a normal replacement cycle of less than three years; or
(B) has a reproduction cost of less than $10,000.00; or
(C) is not kind of property which is depreciated for federal income
tax purposes in the regular and normal course of business of
Railroad;

(5) Items of personal property with a reproduction cost new of greater than
$10,000.00; and

(6) Items of property which have been specially constructed or modified
for or by Railroad for use in whole or in part in the provision of Contract Services
by rail (including, for example, specialized test equipment, signal equipment, data
processing equipment, fare-collection equipment, switch parts, and repair parts for
communication systems or for equipment in service).

(c) Contract Services Property does not include system machinery or tools not
primarily used in connection with Contract Services, small tools, supplies, property regularly
consumed and replaced not less fréquently than annually, office equipment and furniture,
highway vehicles, any items of property hereafter from time to time specifically designated in
writing by the CRD as excluded from the definition of Contract Services Property and any other
item of personal property with a reproduction cost new of less than $10,000.00.

3.02 Use of Certain Property. Railroad shall not, without the written consent of
the CRD, use equipment, cyber property, software and electronics owned by the CRD or
Authority for any purpose other than provision of Contract Services.

3.03 Ogilvie Transportation Center. CRD owns the Ogilvie Transportation Center
(“OTC”) and CRD has entered into various agreements with MetraMarket of Chicago LLC, and
related affiliates, for the leasing, maintenance, and parking operation of various aspects of OTC,
which are primarily located below track level. From time-to-time, however, CRD may desire
Railroad to operate and maintain the suburban concourse, sidewalks, any utility, parking
facilities, or any door or HVAC unit at OTC because of its relation to Contract Services.
Consequently, Railroad shall, during the term of this Agreement or any extension thereof, to the
extent requested by CRD in writing and agreed to by Railroad in writing, operate and maintain
such aforementioned OTC facilities to provide Contract Services or Public Transportation
Services in the same manner and subject to the same terms of this Agreement as Railroad
operates and maintains its property described in Article 2.02 hereof, or in accordance with such
other standards as the parties may agree to in writing. CRD has an agreement with the owners of
CitiCorp Center (Atrium) for commuter access, a ticket office, and office space and the Railroad
shall, during the term of this Agreement, continue to operate and maintain this space to provide
Contract Services or Public Transportation Services in the manner set forth in the CRD
agreements covering the Atrium. Office space in CitiCorp will be expiring on or about 2012.
Railroad will reasonably cooperate with CRD or its designated real estate broker in negotiating

12
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and determining office space needs at CitiCorp Center or any other building located within the
immediate area.

3.04 Elburn Extension. In 2006, Contract Services and Contract Service Property
were extended from Geneva to Elburn, Illinois and CRD acquired additional property to
accommodate improvements desired by Railroad for this extension. Railroad is authorized to use
such real property owned by CRD between Geneva and Elburn as shown on the attached Exhibit
3-A, including the property needed for the Elburn Commuter Storage Yard Facility, for the
provision of Contract Services and freight train operation, with the understanding that the Elburn
Commuter Storage Yard Facility shall not be used by Railroad for the provision of freight
service.

As part of the extension, CRD has constructed two new station facilities, at LaFox and Elburn,
upon a portion of Railroad property. Railroad agrees to operate and maintain the LaFox station
and platform facilities in accordance with the Agreement and CRD shall operate and maintain
the Elburn station with the exception of the platform, stairwells and ramps which shall be
operated and maintained by Railroad in accordance with this Agreement.

ARTICLE IV
Railroad’s Responsibility to Manage

4.01 Managerial Control. Railroad is an independent contractor for, and not an
agent of, the CRD. Railroad shall have managerial control with respect to the Contract Services.
Except as provided in Article 2.07, all operating and other personnel of Railroad involved in any
aspect of providing Contract Services shall be subject to the direction, supervision and control of
Railroad and not the CRD. With the written approval of the CRD, and subject to such terms and
conditions as the CRD prescribes in writing, Railroad may subcontract for the performance of
work or the provision of equipment or facilities required to be provided by Railroad under this
Agreement.

4.02 Contract Services Manager. Railroad agrees that throughout the Agreement
Term one of its employees will be designated Contract Services Manager who shall (a) devote
- such portion of his time to the performance of his responsibilities as may reasonably be required
for the effective performance thereof, (b) have as one of his responsibilities the performance by
Railroad of Contract Services, (c) be available at reasonable times to consult with representatives
of the CRD with respect to matters relating to the Contract Services, and (d) perform the duties
required of him by Subsection 2.07(b) of this Agreement during Service Emergencies.

4.03 Employees and Agents. Railroad acknowledges that, and agrees to advise its
officers, such of its management personnel within the Metropolitan Region as have
responsibilities directly relating to the provision of Contract Services, and such of its employees
and agents as are primarily engaged in providing Contract Services, that none of Railroad’s
officers, employees or agents is, or is authorized to hold himself out or claim to be, an officer,
employee or agent of the CRD. No officer, employee or agent of Railroad shall be permitted by
Railroad, by reason of this Agreement, to make any claim, demand or application to or for any
~ right or privilege to which any officer, employee or agent of the CRD may, by reason of such
position, be entitled, including, but not limited to, rights and privileges concerning workmen’s
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compensation and occupational disease coverage, claims under the Federal Employers Liability
Act (45 U.S.C. §51 et seq.) unemployment compensation benefits, social security coverage or
retirement system membership or credit.

ARTICLEV
Fares and Tickets
5.01 Customer Fares and Charges. (2) Except as changed under Article 5.02, the
fares and charges made to the public by Railroad for the Contract Services shall be those
specified in Exhibit 5-A. Railroad may continue the pass policies described in Exhibit 5-B, but
shall not otherwise cause or allow the use of Contract Services except in accordance with this
Article.

(b) Refunds of fares and charges shall not be made by Railroad except in
accordance with Railroad’s written policy as approved by the CRD.

5.02 Fare Changes. (a) Railroad will change any or all of its fares or charges
(“Fare Change”), and will honor or sell transfers for interconnections with other Transportation
Agencies, all as directed from time to time by the CRD. The CRD shall provide Railroad and the
public, and Railroad shall provide its employees and agents, with reasonable notice of a Fare
Change before the effective date of the Fare Change.

(b) The CRD shall initiate a Fare Change by delivery to Railroad of a written
notice (“Fare Change Notice”) which shall specify (1) the proposed Fare Change, (2) an
estimate of the changes in Contract Services Revenue, Reimbursable Expenses and monthly
payments to be made by the CRD or Railroad in accordance with Article 6.04 as a result of the
Fare Change, and (3) the effective date of the Fare Change. Within 45 days after delivery of the
Fare Change Notice, Railroad shall notify the CRD in writing if it objects to item (2) of the Fare
Change Notice, in which event the CRD and Railroad shall negotiate in good faith. If the Parties
are unable to agree prior to the effective date of the Fare Change, the Approved Budget shall be
amended and the monthly payments by the CRD or Railroad in accordance with Article 6.04
shall be adjusted in accordance with the Fare Change Notice.

(c) At any time prior to implementation of a Fare Change, the CRD may rescind
the Fare Change Notice, in which event Railroad shall not implement the Fare Change. Any
expense reasonably incurred by Railroad in preparation for implementation of the Fare Change
so rescinded (other than costs incurred in objecting to the Fare Change er any part of the Fare
Change Notice) is a Reimbursable Expense, subject to subsequent audit by the CRD.

5.03 Transfers and Interconnections. The CRD may, at any time, or from time to
time, during the Agreement Term, direct implementation of, or alterations or modifications in
such terms as the CRD may provide for (a) transfers or interconnections of passengers between
Transportation Agencies, and (b) fares and charges for such transfers or interconnections. If an
action directed by the CRD under this Article provides for sale of tickets for Railroad’s Public
Transportation Services by any seller other than Railroad, such action shall provide procedures
under which Railroad will receive all revenues due it for such Public Transportation Services
within 30 days after the last day of the month of receipt of such revenues by the seller of the
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ticket. If Railroad sells tickets for Public Transportation Services provided by any other
Transportation Agency, Railroad will remit to such Transportation Agency all revenues due it
within 30 days after the last day of the month of receipt of such revenues by Railroad unless
otherwise agreed to by the Parties hereto. Actions authorized by this Article shall be proposed,
objected to and implemented in accordance with Article 2.04 of this Agreement.

' 5.04 Ticket Sales. (a) Railroad shall sell tickets for the Contract Services at the
locations and times specified in Exhibit 5-C. Railroad shall continue collection of cash fares by
on-train personnel and the sale of tickets by mail in accordance with past practices of Railroad.
At the request of the CRD, Railroad shall change its practices or procedures for selling tickets for
the Contract Services, shall sell tickets for transportation provided by the CRD or by other
Transportation Agencies and shall use the forms for tickets, ticket accounting and reporting
provided by the CRD. In the event CRD decides to implement a partial or complete automatic
fare collection system, Railroad agrees to cooperate with CRD in the implementation of the
system. Changes in the forms for tickets, ticket accounting and reporting shall be proposed,
objected to and implemented in accordance with Article 2.04 of this Agreement. Revenue
handling procedures covering the sale of Monthly Tickets and 10-Ride Tickets by Internet, and
the acceptance of credit cards for all tickets is specified in Exhibits 5-D and 5-E

(b) In the event of loss of Contract Services Revenue due to theft or fraud by Railroad
employees, Railroad shall immediately notify CRD upon the discovery of a theft or at the time
any special agents of Railroad or other law enforcement personnel are assigned to investigate
possible theft or fraud by Railroad employees related to Contract Services Revenue.

(c¢) Revenue handling procedures covering the sale of monthly tickets and ten-ride tickets
by internet, and acceptance of credit cards for all tickets shall be as specified in Exhibit 5D and
5E as revised from time-to-time by the Parties.

5.05 Validity of Tickets. At the expiration of the Agreement Term, with respect to
any ticket for Contract Services sold during the Agreement Term and for which Railroad has
been paid during the Agreement Term, Railroad shall, at the CRD’s discretion, either (a) honor
such ticket until the expiration of such ticket according to the terms in effect at the time of sale,
(b) provide a full refund for the unused portion of such ticket, or (c) provide a full refund for the
unused portion of such ticket against the price of any new ticket sold for Public Transportation
Services by rail provided by Railroad after the Agreement Term. The CRD shall reimburse
Railroad for such refunds made pursuant to the procedures described in clauses (b) and (c) of this
Article, and Railroad shall be entitled to retain any revenues received by it pursuant to the
procedures described in clause (a) of this Article. Railroad shall honor tickets sold during the
term of the Prior Agreement.

ARTICLE VI
Revenues and Compensation
~ 6.01 Revenue Collection. (a) Railroad shall collect the fares specified in Article V
for each and every passenger carried during the Agreement Term, and shall collect all other
revenues of whatever kind or nature (including, but not limited to, revenues from station leases,
Link-Up Bus and Plus Bus tickets as referenced in Exhibit 6-1, concessions, vending-style
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machines and advertising) generated by, related to or attributable to the Contract Services during
the Agreement Term, regardless of when actually collected (“Contract Services Revenue™).
Contract Services Revenues include, without limitation, revenue recordable in Accounts 102,
103 and 110 of the Uniform System of Accounts.

(b) Railroad has entered into an Advertising License Agreement with Clear
Channel Outdoor, Inc., dated March 17, 2008, (Clear Channel Agreement) for the exclusive
license for advertising signs along and adjacent to passenger loading platforms at the stations
identified in the Clear Channel Agreement, and advertising signs attached to commuter cars.
The revenue from the Clear Channel Agreement is considered Contract Service Revenue. At the
end of the term of the Clear Channel Agreement (or if it is terminated earlier), Railroad shall, in
good faith, attempt to enter into new agreements with the same parties that CRD has entered into
for similar advertising on CRD property. The revenue from any new agreement will be Contract
Service Revenue.

(c) Contract Service Revenue includes the opportunity of re-naming or re-
branding any or all of the three Railroad commuter service lines with sponsors’ names (other
than the name of any other railroad), and Railroad shall not unreasonably reject the re-painting of
any bridge which crosses a highway in the Contract Service Property with the service line name,
as long as such re-naming is consistent with applicable laws, does not interfere with Railroad’s
advertising revenue, and is at CRD’s sole cost and expense.

6.02 Reimbursable Expenses. (a) Except as excluded below, Reimbursable
Expenses are the actual expenses to Railroad which satisfy each of the following requirements:
(1) they are both incurred during, and attributable to, the Agreement Term or the term of the
Prior Agreement as recorded in Railroad’s accounts in accordance with Generally Accepted
Accounting Principles (“GAAP”), consistently applied; and they are charged to the correct Cost
Center/Cost Code combinations to reflect that the expense has an identifiable relationship to
Contract Services (commuter operations); (2) either (A) they are Claims, or (B) they are properly
chargeable to the Cost Centers and Cost Codes presented in Exhibit 6-A when the direct
expenses have a 100% relationship to Contract Services (commuter operations) and allocated
expenses have an identifiable relationship to Contract Services (commuter operations) (which
will be reviewed by mutual agreement of Railroad and CRD on a quarterly basis) or the Cost
Codes or other categories of expense presented in Exhibit 6-C, as amended from time to time in
accordance with Article 6.04; and (3) either (A) for Primary Cost Centers only, they are
attributable to not more than the maximum number of labor positions set forth as budget limits in
the Approved Budget (“Budget Limits”), or (B) they are actual expenses reasonably incurred by
Railroad for quantities of materials, labor, fuel or equipment rentals authorized by the
Emergency Services Manager under Article 2.07 or authorized under the Weather Emergency
Plan. Direct expenses for maintenance of way, bridge and building maintenance and signal
maintenance shall be charged to Billing Numbers as described in Exhibit 6-G. The allocation of
expenses to the CRD shall be as prescribed in the Exhibits to this Article, as amended from time
to time in accordance with Article 6.04. Where allocation of expenses is based on a fraction of
total expenses, the fraction shall be rounded to the sixth decimal place. For purposes of overhead
expense allocation, any expense attributable to intercity passenger service will be treated as
though directly related to freight service. Notwithstanding the allocation principles of Exhibits 6-
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A, 6-B, 6-C, and Generally Accepted Accounting Principles, solely for the purposes of this
Agreement the following costs shall be treated in the following manner:
(1) Lease payments for rolling stock which are solely-related to the
Contract Services shall be treated as Reimbursable Expenses, without regard to
whether or not such leases are capitalized for other purposes;

(2) For the period beginning January 1, 2010, and throughout the
Agreement Term, depreciation, at the annual flat rate of $2,241,000.00 and
without adjustment during the term of this Agreement, which, on a monthly basis,
equals $186,750.00, shall, except as limited by Article 6.02(b)(16), be treated as
Reimbursable Expenses.

(3) The actual expenses incurred by Railroad in the performance of actions
directed by the Emergency Services Manager during a Service Emergency shall
be treated as Reimbursable Expenses;

(4) Expenses and Capital Expenditures reasonably incurred by Railroad in
complying, in accordance with Articles 8.01 and 8.08, with valid and applicable
Government Requirements except such local Government Requirements as may
be preempted by the CRD, shall be treated as Reimbursable Expenses to the
extent not treated as Reimbursable Expenses under another provision of this
Agreement; and

(5) Railroad follows GAAP in pricing second-hand reusable material. The
price is set at the lower of market value or depreciated ledger value. In most
cases, depreciated ledger value is the lower price. This includes ties, rail and other
track material. If second-hand material is purchased from a vendor, then it is
priced at invoice cost. This methodology shall be used as the basis for charging
second-hand reusable material expenses allocable to Contract Services.

(b) Reimbursable Expenses do not include:

(1) Expenses charged to Primary Cost Centers attributable to labor
positions or other defined quantities in excess of the Budget Limits;

(2) Expenses that are improperly charged to the Cost Centers or Cost
Codes presented in Exhibit 6-A or 6-C, respectively;

(3) The portion of any Common Expense which is properly allocable to
Railroad in accordance with the principles of Exhibits 6-A, 6-B and 6-C;

(4) Capital Expenditures, unless specifically authorized by a Service
Change, permitted by Subsection 6.02(a)(4), permitted by Subsection 6.02(b)(19)
hereof, or otherwise authorized in writing by the CRD’s Executive Director or his
designee.
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(5) Costs of, and liability for, property damage or personal injury caused
by Railroad’s willful or wanton act, by Railroad’s criminal act, or by breach of
this Agreement by Railroad, provided, however, that where a Claim results in a
loss of less than $5,000, it shall be conclusively presumed that such loss was not
caused by Railroad’s willful or wanton act or criminal act;

(6) Expenses resulting from any third party agreement affecting only
Contract Services, which are based on purchase prices that are unreasonably
above the lowest available market prices of products or services which meet the
pertinent technical specifications at the time of purchase provided, however, that
the lowest reasonable available price of such product or service shall be
reimbursable;

(7) Costs, expenses, or penalties, of whatever kind or nature, incurred in
breach of this Agreement or resulting from Railroad’s failure to comply with
applicable Government Requirements, including, without limitation, any claim
against Railroad with respect to which Railroad has not complied with Article X.

It is mutually agreed and understood by Railroad and CRD that the “costs,
expenses, or penalties” which result “from Railroad’s failure to comply with
applicable Government Requirements” referred to in this Article 6.02(b)(7) is
limited to fines or similar penalties imposed by Federal, State, or local
governmental entities, including but not limited to those levied by the Illinois
Commerce Commission and the Federal Railroad Administration, and the costs
and expenses related thereto. Such fines, penalties, and related costs are not
Reimbursable Expenses under the Agreement.

It is further understood, however, that railroads are a highly regulated
industry and that virtually every personal injury or property Claim brought against
Railroad will typically present allegations of a violation of Government
Requirements. Therefore, it is further agreed by CRD and Railroad that said
Article 6.02(b)(7) does not exclude as Reimbursable Expenses payments made in
disposition of personal injury or property damage claims or in satisfaction of
judgments rendered in regard to such Claims, even though the claimant(s) may
allege that a violation of applicable Government Requirement(s) was a cause of
his/her injury or loss. The resolution of all such personal injury or property
damage Claims shall be considered as Reimbursable Expenses unless otherwise
excluded by other terms or conditions of this Agreement, including, without
limitation, cases in which Railroad’s violation of or non-compliance with the
relevant Government Requirements is determined to be willful and wanton, or a
criminal act as provided by Article 6.02(b)(5) of this Agreement.

It is also understood and agreed that the foregoing clarification relates
only to “Government Requirements.” Notwithstanding the foregoing clarification,
costs, expenses, or penalties incurred in breach of the Agreement, including,
without limitation, any claim arising from a failure of Railroad to comply with
Article X of this Agreement, are not Reimbursable Expenses hereunder.
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(8) Federal or state income taxes, deferred or payable, and franchise taxes;

(9) Expenses for maintenance resulting from Railroad’s failure to perform
work in a workmanlike manner or with ordinary care;

(10) Expenses resulting solely from changes in Railroad’s operations (but
not changes resulting from normal fluctuations in Railroad’s freight business),
organizational structure or Railroad’s accounting system since January 1, 2010
which, without prior approval from the CRD, burden the CRD with a greater
amount of expenses than would otherwise be assigned or allocated to the CRD;

(11) Expenses, other than expenses under equipment obligations
(including leases), specifically allocated to Railroad in any other agreement or in
any other provision of this Agreement;

(12) Expenses attributable to fraudulent acts by any Railroad employee;

(13) Expenses attributable to service beyond the scope of the Service Plan
or Weather Emergency Plan, except expenses incurred in performance of actions
directed by the Emergency Service Manager during a Service Emergency;

(14) Expenses which were reimbursed, or with reasonable efforts of
Railroad were reimbursable, by any entity other than the CRD including, but not
limited to, expenses for construction or maintenance of stations or grade
crossings;

(15) Expenses (including wages and fringe benefit costs) attributable to
the establishment, without the prior written approval of the Executive Director or
his designee, of new Labor positions in non-primary responsibility areas which
will be substantially chargeable to a Cost Code or Cost Codes which by definition
are one hundred percent allocable to Contract Services;

(16) Depreciation attributable to capitalized equipment leases for which
the CRD is reimbursing lease payments as Reimbursable Expenses;

(17) Expenses incurred during, attributable to, or accrued for any period
outside the Agreement Term or the term of the Prior Agreement;

(18) Expenses for the revision (other than routine revisions made in the
ordinary course of business) or redevelopment of the Subsidiary Accounting
System other than at the specific request of the CRD;

(19) Expenses chargeable to a Work Order under the Railroad’s

accounting system as in effect on January 1, 2010, unless such expenditure has
the prior written approval of the CRD, provided, however, Work Order expenses
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are Reimbursable Expenses to the extent that expenses charged to each Work
Order do not exceed $10,000 per Work Order and that the accumulation of such
Work Order expenses incurred without CRD approval does not exceed $50,000 in
any Calendar Year and;

(20) The cost of fuel supplied by the CRD to Railroad and used for other
than Contract Services, or which is lost, stolen or otherwise not accounted for by
Railroad as having been used in its provision of Contract Services;

(21) Expenses incurred by Railroad due to ticket agent or conductor loss
or theft, if Railroad has not used its best efforts in response to such loss or theft
under collective bargaining agreements with the employee and the organizations
representing the ticket agent or conductor. The Parties appreciate that revenue
collection is extremely important and a serious issue that must be resolved. Best
efforts include taking all disciplinary action necessary and commensurate with the
infraction, including steps up to dismissal of such employee, if warranted for
reporting less revenue than records indicate should have been collected. It is
understood that if the same employee has a second violation for the same
infraction, that the Railroad has not met its best efforts standard. It is also
understood that labor boards, under collective bargaining agreements, or courts
can reverse Railroad's disciplinary action. -

(c) If a Chargeable Cost Center is charged with expenses in a Cost Code for
which no allocation technique is prescribed in Exhibits 6-A, an Accounting Change Notification
(“ACN”) should be filed by UP explaining the nature of the change and its applicability to CRD.
Those expenses shall be temporarily assigned or allocated to the CRD based on allocation code
AILMC (as defined in Exhibit 6-B). Such assignments or allocations will be denoted by an
asterisk (*) in the Monthly Expense Reports: Actual for Primary Cost Centers, Actual for
Secondary-Engineering Cost Centers and Actual for Secondary Other-Cost Centers and may be
disallowed in accordance with this Article, or, in accordance with Subsections 6.02 (d) or 6.02
(f), may be reassigned or reallocated based on a more appropriate allocation technique as agreed
to during the quarterly review outlined in 6.02(a)(2)(B). The ACN will not require a separate
approval by CRD, however, the ACN is subject to review and audit by CRD.

(d) If an error is discovered in, or an expense is disallowed from, a report for a
prior month, Railroad shall make an appropriate accounting adjustment that shall be reflected in
the earliest possible month. Railroad shall maintain reasonable documentation for any such
adjustment.

(e) If insignificant passenger-related activities are performed in a non-Chargeable
Cost Center, for purposes of recording passenger-related expenses and with the prior approval of
CRD, those charges directly related or allocable to passenger service as described in Exhibits 6-
A and 6-C may be transferred into a Chargeable Cost Center.

(f) Modifications of the Subsidiary Accounting System may be made from time to

time upon written agreement with an Accounting Change Request (“ACR” in the form of
Exhibit 6-H) between Railroad’s Contract Service Manager and the CRD’s Chief Financial
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Officer. Instances constituting a change for which an ACR is required under this Article are
those relating to subsequent changes in operations or if the existing responsibility accounting
system is at variance with the operations on the ground or with the intent of the contract service
agreement resulting in incorrect charges to CRD. If a change in the Subsidiary Accounting
System made in accordance with this Article results in a change in the Reimbursable Expenses,
an adjustment will be made retroactively to January 1 of the Calendar Year in which the change
takes place. If the annualized effect of the adjustment exceeds $10,000, such adjustment also
shall be made with respect to the Calendar Year preceding such change. An ACR will be
accepted or rejected within sixty (60) days of the date of submission. If the ACR is not approved
or rejected ninety (90) days after the date of submission, CRD’s Director of Audit and the
Railroad’s Contract Service Manager will have an additional thirty (30) days to resolve the ACR.
If the ACR is not accepted or rejected after that period, CRD’s Deputy Executive Director
(Corporate Affairs) and Railroad’s Vice President-Planning & Analysis in its Finance
Department will resolve the ACR within the next thirty (30) days. If agreement cannot be
reached after participation by CRD’s Deputy Executive Director and Railroad’s Vice President,
either Party may submit such disputed matters to arbitration as set forth under Article 13.16
herein. Annual updates to allocation techniques in Exhibit 6-B are allowed under the Agreement
and do not require an ACR. The update should be transmitted on an ACN and is subject to
review and audit by CRD.

(g) Railroad agrees that at both the corporate and Cost Center levels the payment
of Reimbursable Expenses by the CRD shall be treated as revenue and shall not be treated as a
reduction of expense or as a reinstatement or reimbursement of budgeted amounts.

(b) Notwithstanding the foregoing, the cost, calculated on a FIFO basis, of fuel
supplied to Railroad by the CRD shall constitute a Reimbursable Expense upon delivery of such
fuel to a Contract Services locomotive.

6.03 Annual Budget. (a) Prior to May 1 of each year during the Agreement Term,
the CRD shall prepare and submit to Railroad a Service Plan (“Service Plan™) for the next
Calendar Year (“Budget Period”). The Service Plan shall describe the Contract Services
Railroad is to provide during the next Calendar Year. The Service Plan may contain one or more
material changes from the Contract Services then required to be provided by Railroad. Such
changes shall be treated as if such changes were Service Changes and shall be proposed, objected
to and implemented in accordance with the procedures set forth in Article 2.04. The CRD shall
include a Service Change Notice for such changes as part of the Service Plan.

(b) On or before June 15, of each year during the Agreement Term, Railroad shall
submit to CRD an estimate of the budget requirements for the next calendar year, which shall be
based on the CRD service plan. The estimated budget shall be prepared in two (2) formats:

1. In the format of the regular monthly statements as defined in this
Agreement.
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2. In a format similar to Exhibit 6-E, showing labor, material, and other
totals only for M of W, M of E, transportation, and general and administrative
expenses.

(c) At or around September 15 of each Calendar Year during the Agreement
Term, CRD shall advise Railroad of the total amount approved by the Regional Transportation
Authority (RTA) for Railroad’s budget for the Budget Period. Prior to October 31 of each
Calendar year during the Agreement term, Railroad shall prepare and submit to the CRD a
budget (“Proposed Budget”) in the form of Exhibit 6-F for the Budget Period. The Proposed
Budget shall (1) be consistent with the Service Plan, and (2) specify budgeted labor positions for
each Primary Cost Center and specify estimated expenses for each Chargeable Primary Cost
Center, (3) include Railroad’s best estimate of the total of other Reimbursable Expenses that are
not flat-rated and Estimated Contract Services Revenue for the Budget Period, (4) include
additional needs for the Service Plan, and (5) will identify areas where the Proposed Budget
exceeds the RTA Approved Budget, including Railroad’s justification.

(d) The Proposed Budget shall reflect actual operations and levels of service
during the immediately preceding Calendar Year except as modified by the Service Plan or
Service Changes.

(e¢) Within 30 days after delivery to the CRD of the Proposed Budget, the CRD
shall (1) approve the Proposed Budget, or (2) deliver to Railroad a written notice (“Budget
Objection™) containing Primary Cost Center Budget Limits and objections (if any) to one or
more specific items in the Proposed Budget.

(®) The CRD and Railroad agree to promptly negotiate (within thirty (30) days)
with respect to any items set forth in a Budget Objection, and the Proposed Budget shall be
amended to reflect any changes agreed on by the CRD and Railroad. To the extent that the CRD
and Railroad do not agree on items in the Proposed Budget before the commencement of the
Budget Period, the Approved Budget for the previous Calendar Year for those items shall be the
Approved Budget for the Budget Period; provided, however, that said items shall be adjusted to
reflect changes in the Index of Railroad Materials Prices, Wage Rates and Supplements, or
revisions thereof, published by the Association of American Railroads, or, where appropriate,
changes in rates of pay or other costs mandated by collective bargaining or other agreements.
The Parties may at any time thereafter amend the Approved Budget in accordance with Articles
2.04, 5.02 and 6.04, or by the mutual agreement in writing.

(g) By February 15, Railroad shall deliver to the CRD a revision of the Approved
Budget (in the form of Exhibit 6-F) which provides (1) the detail by Cost Code of expenses
allocated by Cost Center for Chargeable Cost Centers, and (2) summary of expenses not
allocated by Cost Centers, including flat-rated items. Such revision shall replace Railroad’s best
estimate of the total of these expenses provided under Subsection 6.03(c), but shall not alter the
Approved Budget for expenses allocated by Cost Center for Primary Cost Centers, except to the
extent necessary to correct errors that may have occurred in the preparation of the Approved
Budget.
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(h) Modifications of the Approved Budget may be made from time to time upon
written agreement (including a description of such modification) between Railroad’s Contract
Services Manager and the CRD’s Executive Director or his designee.

6.04 Compensation for Contract Services. (a) The CRD agrees to pay to Railroad,
as provided in this Article, and Railroad agrees to accept in full payment for providing the
Contract Services, an amount (“Compensation”) equal to the amount by which the sum of
Reimbursable Expenses for each Budget Period exceeds the sum of the Contract Services
Revenues, if any, and the cost of fuel used in Contract Services which was supplied to the
Railroad by the CRD for such Budget Period. If, for a Budget Period, the sum of Contract
Services Revenue and the CRD’s cost of fuel used in Contract Services which was supplied to
Railroad by the CRD exceeds Reimbursable Expenses, Railroad agrees to pay to the CRD the
amount (“Surplus”) of such excess, provided that the CRD is not in arrears on any payment
owed to Railroad for services under this Agreement, disputed amounts excepted.

In any event, the inventory of fuel supplied by CRD will remain the property of
the CRD until returned, used in Contract Services or purchased by Railroad. All fuel gallonage
lost or used, other than amounts reflected in Railroad’s records as used for Contract Services, is
chargeable to Railroad’s freight operations subject to the tolerance range set forth in Exhibit 2-G.

(b) On the 15th day of each month, the CRD shall pay to Railroad an amount
(“Monthly Payment™), if any, equal to (1) the estimate of Compensation in the Approved
Budget as amended from time to time (“Estimated Compensation”), less the sum of the
Monthly Payments previously made during the Budget Period, divided by (2) the number of full
calendar months, including the month of payment, remaining in the Budget Period. If, in the
Approved Budget for a Budget Period, Contract Services Revenue exceeds the sum of
Reimbursable Expenses for that Budget Period, Railroad shall pay to the CRD on the 15th day of
each month an amount equal to (1) the amount of such excess in the Approved Budget as
amended from time to time (“Estimated Surplus”) less the sum of such payments previously
made by Railroad during the Budget Period divided by (2) the number of full calendar months,
including the month of payment, remaining in the Budget Period, provided that the CRD is not in
arrears on any payment owed to Railroad for services under this Agreement, disputed amounts
excepted. The amount of Estimated Compensation or Estimated Surplus shall be adjusted from
time to time in accordance with Articles 2.04, 5.02 and this Article 6.04.

(c) Within 30 days after the end of each calendar month (45 days in the case of
April and December), or sooner if possible, Railroad shall submit to the CRD a Summary
Expense Report in the form of Exhibit 7-B for Contract Services performed during that month,
and a statement of the actual Contract Services Revenue and other credits for that month as
shown on Exhibit 6-F. The difference between expenses for that month shown on the Summary
Expense Report and the actual Contract Services Revenue for that month, shall be the “Net
Amount” for that month. The difference between the amount paid by Railroad or the CRD for a
month and the actual Net Amount for that month shall be adjusted on the 15th day of the month
following the month in which the Summary Expense Report is received by the CRD either as a
credit or payment to the CRD or Railroad, provided, however, that no additional payment shall
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be made to Railroad to the extent Railroad has exceeded the Budget Limits. All monthly
payments shall be subject to subsequent audit by the CRD.

(d) (1) Within 45 days after the end of each Calendar Year, the Parties shall
determine actual Contract Services Revenue, Reimbursable Expenses and Compensation or
Surplus for that Calendar Year. With the next scheduled monthly payment, the CRD or Railroad
shall pay or credit the other the net amount shown thereby to be due. Any such determination
shall be subject to subsequent audit by the CRD. The scope of any such audit may include
evaluation of financial performance relative to the Approved Budget, evaluation of operating
performance relative to the Service Plan and an evaluation of Railroad’s accounting controls,
practices and procedures. Railroad will cooperate with the CRD in performing audits and will
provide reasonable office space to the CRD‘s auditors during performance of any audit. CRD
auditors shall advise Railroad, at the earliest possible date, of any expense item they intend to
take exception to or they intend to disallow. In the event that the CRD audits revenues and
expenses of Railroad with respect to a period within the Agreement Term or the term of the Prior
Agreement and. all adjustments determined thereby are made, the period so audited shall be
considered closed and no subsequent adjustments with respect to such period shall be made.
Railroad and CRD further agree to memorialize the “closed” audit period in a letter agreement
that summarizes the audit issues for the period under consideration and recapitulates the
individual line items on a separate schedule attached as an exhibit. The letter agreement shall be
executed by Railroad’s Contract Services Manager and CRD’s Director of Audit.

(2) It is expressly understood and agreed that the language in this Article 6.04(d)
is not intended to preclude recording in subsequent periods of inventory adjustments applicable
to an audited period, adjustments of joint facility, personal injury, labor rate/wage adjustments
and other accruals contained in the accounts for an audited period, nor the recording of delayed
vendor invoices, if any, applicable to an audited period. In addition, as long as audits under this
Agreement and the Prior Agreement do not coincide with audits relating to separately funded
Capital Needs, it is further agreed the language in this Article 6.04(d) is not intended to preclude
recording in subsequent periods amounts mistakenly charged against the Capital Needs project
and subsequently disallowed under the audit of that program, which were legitimately chargeable
under this Agreement or the Prior Agreement applicable to a “closed” audited period. It is further
agreed that such adjustments recorded in subsequent periods, applicable to “closed” audited
periods, are subject to audit in the period in which they are recorded.

(e) Railroad shall notify the CRD in writing promptly if a change in Railroad’s
accounting system results in an addition to, deletion from, or modification of the scope of any of
the Chargeable Cost Centers or Cost Codes presented in Exhibit 6-A or 6-C, and shall include in
such notification its best estimate of the impact of any such modification on Reimbursable
Expenses. The CRD may at any time request in writing an addition to or deletion from the Cost
Centers or Cost Codes presented in Exhibits 6-A or 6-C. Either Party may at any time request a
modification of any of the expense allocation techniques presented in Exhibits 6-A, 6-B, or 6-C,
or a redesignation of Primary Cost Centers or non-Primary Cost Centers. Either Party may at any
time request a change in Estimated Compensation or Estimated Surplus. CRD and Railroad agree
to promptly negotiate in good faith with respect to any such modification or request, and agree
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that the Chargeable Cost Centers and Cost Codes, the cost allocation techniques, and the
Approved Budget shall be amended to reflect any changes agreed on by the CRD and Railroad.

6.05 Penalty for Failure to Collect Fares. (a) Subject to the provisions of
Subsection 6.05(b), in each case in which the CRD demonstrates that Railroad failed to collect a
cash fare or punch or collect a ticket, as the case may be, Railroad shall pay to the CRD five
times the one-way fare between Railroad’s downtown Chicago station and the station in the
Metropolitan Region farthest from Chicago served by the train on which said failure occurred.
Such payment is not a Reimbursable Expense.

(b) Railroad shall not be liable to the CRD for the payment set forth in Article
6.05(2) in any case in which Railroad demonstrates that its failure to collect a cash fare or punch
or collect a ticket, as the case may be, was the result of severe weather conditions, unusually
heavy ridership on the train on which the failure occurred, or an emergency requiring the
attention of one or more members of the train crew.

(c) In each case in which Railroad has made the payment set forth in Article
6.05(a) to the CRD, the CRD shall provide such assistance as Railroad reasonable shall request
in any proceedings to discipline members of Railroad’s train crews whose failure to collect a
cash fare or punch or collect a ticket resulted in such payment.

6.06 Additional Compensation. (a) In addition to compensation, Railroad shall
receive for each month during the Agreement Term additional compensation (“Additional
Compensation™). Such payment shall be payable on the 15th day of each month.

For the period beginning January 1, 2010, the Additional Compensation for each month
shall be $166,416.66 for an annual total of $1,997,000.

For the period beginning January 1, 2011, the Additional Compensation for each month
shall be $171,250.00 for an annual total of $2,055,000.

For the period beginning January 1, 2012, the Additional Compensation for each month
shall be $176,250.00 for an annual total of $2,115,000.

For the period beginning January 1, 2013, the Additional Compensation for each month
shall be $181,333.33 for an annual total of $2,176,000.

For the period beginning January 1, 2014, the Additional Compensation for each month
shall be $186;583.33 for an annual total of $2,239,000.

For the period beginning January 1, 2015, the Additional Compensation for each month
shall be $192,000.00 for an annual total of $2,304,000.

For the period beginning January 1, 2016, the Additional Compensation for each month
shall be $197,583.33 for an annual total of $2,371,000.

(b) The Parties agree to enter into a Benefit Sharing Program (“BSP”’) which
provides for the implementation of new programs and procedures designed to promote cost
savings in the provision of commuter rail service. The Parties further agree to share at a rate of
80% for Railroad and 20% for CRD all first-year savings and for the following two years to
share equally savings incurred from the implementation of a BSP program originating with the
Railroad. Upon 30 days written notice with supporting documentation, CRD shall consider and
respond in writing within 15 days. If CRD initiates a BSP, it will realize the full savings and not
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have to make any payments to the Railroad. No program will be implemented without the
express written consent of both Parties.

6.07 Accounting Method. The method of accounting for charges to be reimbursed
under this Agreement shall be the accrual method of accounting (except for deferred Claims of
$25,000 or over and contract labor wage increases that are accrued before the labor contracts are
signed). Amounts due to Railroad by CRD under labor contracts shall only be reimbursed for the
period for which backup documentation exists. Amounts due for Claims will be paid by CRD 10
days and amounts due under labor contracts will be paid by CRD 30 days after Railroad submits
an invoice when they are due and payable in accordance with Generally Accepted Accounting
Principles, provided, however, that Railroad shall not make any change in its current method of
accounting to conform to Generally Accepted Accounting Principles when such change would
have the effect of altering the timing of recognition of expenses or revenues. Notwithstanding
any other provision of this Agreement, Railroad shall not implement a change in its method of
accounting which would have the effect of recognizing expenses during the Agreement Term
which were, or should have been, previously charged during any period prior to the Agreement
Term or the term of the Prior Agreement.

6.08 Capital Expenditures. Expect as otherwise provided by Articles 6.02(a) (4),
6.02 (b) (5), 6.02 (b) (7), neither the CRD nor Railroad shall be obligated under this Agreement
to make any Capital Expenditure. A failure of Railroad to perform any part of the Contract
Services because such performance has been made impossible solely by the failure of either
party to make a Capital Expenditure, to the extent such failure is beyond the reasonable control
of Railroad, shall be excused hereunder, provided, however, that:

(1) Railroad continues to perform the Contract Services to the extent then
possible; and

(2) The necessity of such Capital Expenditure was not caused by
Railroad’s prior disposition during the Agreement Term of property
comparable to the property which would have been the subject of such
Capital Expenditure if it had been made.

6.09 Overdue Payments. Except as otherwise specifically provided in this
Agreement, unpaid sums of money due and payable on a particular date pursuant to this
Agreement by one party hereto to the other party shall accrue interest at the rate equal to the
greater of six percent (6%) per annum or the Prime Rate plus two (2) interest percentage points
based on the Prime Rate as published in the Money Rates section of the Wall Street Journal on
the date the Bill or Invoice was originally issued. Interest shall not accrue with respect to any
sums due as compensation adjustments made pursuant to this Agreement or the Prior Agreement
until 30 days after the date on which payment of such sums is requested in writing.

6.10 General Office Expense/Corporate Overhead Expenses. (a) (1) Railroad will
receive a flat-rate amount to compensate it for the General Office/Corporate Overhead expenses
related to and in support of the Chicago commuter operation (“Contract Services”). During the
Prior Agreement, and up until the conversion from the Chicago and North Western
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Traosportation Company’s (“CNW?”) responsibility accounting system to Railroad’s accounting
system, these costs and expenses were allocated under CNW’S Responsibility Areas 00501
through 00999 and other General Office/Corporate Overhead areas reflecting allocated expenses
to CRD.

Except for specific cost areas agreed to otherwise by the parties, the flat-rate shall be all
inclusive and encompass future expenses of the General Office/Corporate Overhead nature
including, but not limited to, incentive compensation, bonuses and other compensation that is in
addition to the annual salary of Railroad’s non-agreement (non-union) employees.

The General Office/Corporate Overhead expenses identified as covered by the flat-rate
(CNW’s Responsibility Areas 00501 through 00999 and other General Office/Corporate
Overhead cost areas allocated expenses to CRD) shall not be charged to Cost Centers or Cost
Codes included in Exhibit 6-A.

(2) For the period beginning January 1, 2010, Railroad shall receive an annual flat-rate of
$10,640,000.00 (“Base Amount”), which on a monthly basis equals $886,666.66. The Base
Amount shall increase 2.9% annually as follows:

For the period beginning January 1, 2011, Railroad shall receive an annual flat rate of

$10,949,000.00, which on a monthly basis equals $912,416.66.

For the period beginning January 1, 2012, Railroad shall receive an annual flat rate of

$11,266,000.00, which on a monthly basis equals $938,833.33.

For the period beginning January 1, 2013, Railroad shall receive an annual flat rate of

$11,593,000.00, which on a monthly basis equals $966,083.33.

For the period beginning January 1, 2014, Railroad shall receive an annual flat rate of

$11,929,000.00, which on a monthly basis equals $994,083.33.

For the period beginning January 1, 2015, Railroad shall receive an annual flat rate of

$12,275,000.00, which on a monthly basis equals $1,022,916.66.

For the period beginning January 1, 2016, Railroad shall receive an annual flat rate of

$12,631,000.00, which on a monthly basis equals $1,052,583.33.

Except for expenses identified in Exhibit 6-C, and in Article 6.11 hereof, this amount
reflects Railroad’s entire reimbursement for General Office/Corporate Overhead expenses
identified the in Prior Agreement, including additives.

6.11 Train Dispatching Costs. (a) Railroad’s train dispatching costs will be
charged to CRD based on actual labor charges of those employees working on the CRD train
dispatching positions. Exhibit 6-C shows the calculations of estimated dispatching costs. The
50% factor is an estimate of the time spent dispatching CRD versus Railroad’s freight trains. The
total dispatching amount will change based on the following: 1) changes in labor rates; 2)
changes in the number of dispatchers on these positions; or 3) changes in the time spent on
dispatching CRD trains. The direct costs of dispatching CRD trains shall be a reimbursable
expense.

(b) Crew Calling and Timekeeping. Railroad’s train crew calling and timekeeping
costs will be based on actual labor charges of those employees working on CRD crew calling and
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CRD timekeeping positions. Exhibit 6-C shows the calculation of estimated crew calling and
timekeeping costs. The total crew calling and timekeeping amount will change based on the
following: 1) changes in labor rates; 2) changes in the number of crew callers or timekeepers on
these positions; or 3) changes in the time spent in crew calling or timekeeping for CRD trains.
The direct costs of crew calling and timekeeping shall be a reimbursable expense.

Taxi expense to take CRD crews to where their assigned train starts, in the event
labor agreements do not provide for them starting there, will be identified with an appropriate
commuter notation, and will be charged to CM399, and shall be a reimbursable expense.

6.12 Training Expenses. CRD’s share of Railroad’s cost to hire, train and
certify new trainmen, engineers and yard personnel will be billed to CRD at the following flat
rate amounts: :

For the period beginning January 1, 2010, Railroad shall receive an annual flat

rate of $500,000.00, which on a monthly basis equals $41,666.66.

For the period beginning January 1, 2011, Railroad shall receive an annual flat

rate of $750,000.00, which on a monthly basis equals $62,500.00.

For the period beginning January 1, 2012, Railroad shall receive an annual flat

rate of $750,000.00, which on a monthly basis equals $62,500.00.

For the period beginning January 1, 2013, Railroad shall receive an annual flat

rate of $1,000,000.00, which on a monthly basis equals $83,333.33.

For the period beginning January 1, 2014, Railroad shall receive an annual flat

rate of $1,000,000.00, which on a monthly basis equals $83,333.33.

For the period beginning January 1, 2015, Railroad shall receive an annual flat

rate of $1,029,000.00, which on a monthly basis equals $85,750.00.

For the period beginning January 1, 2016, Railroad shall receive an annual flat

rate of $1,059,000.00, which on a monthly basis equals $88,250.00.

6.13  Other Expenses. Security expenses for Contract Services will be split
between Railroad police force expense and Contracted Security. Contracted Security Services
will continue to be billed to CRD under Exhibit 6-A. Charges to CRD for Railroad police force
expense and management will be billed to CRD at the following flat rate amounts and in
accordance with Exhibit 6-C:

For the period beginning January 1, 2010, Railroad shall receive an annual flat

rate of $1,515,000.00, which on a monthly basis equals $126,250.00.

For the period beginning January 1, 2011, Railroad shall receive an annual flat

rate of $1,590,000.00, which on a monthly basis equals $132,500.00.

For the period beginning January 1, 2012, Railroad shall receive an annual flat

rate of $1,640,000.00, which on a monthly basis equals $136,666.66.

For the period beginning January 1, 2013, Railroad shall receive an annual flat

rate of $1,690,000.00, which on a monthly basis equals $140,833.33.

For the period beginning January 1, 2014, Railroad shall receive an annual flat

rate of $1,765,000.00, which on a monthly basis equals $147,083.33.

For the period beginning January 1, 2015, Railroad shall receive an annual flat

rate of $1,775,000.00, which on a monthly basis equals $147,916.66.
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For the period beginning January 1, 2016, Railroad shall receive an annual flat
rate of $1,825,000.00, which on a monthly basis equals $152,083.33.

ARTICLE VI

Reports and Access to Information
7.01 Weekly Reports. (a) Within three (3) working days after the end of each
calendar week, included in the Agreement Term, Railroad shall deliver to the CRD a train

ridership report in the form of Exhibit 7-D.

Monthly Reports . (b) Within 30 days after the end of each calendar month
(45 days in the case of December) included in the Agreement Term, except the report specified
in subparagraph 7.01(b) (6) hereof, which will be provided 45 days after end of each calendar
month (unless constraints are imposed by Railroad’s systems department), Railroad shall deliver
to the CRD:

(1) a statement signed by Railroad’s Contract Services Manager or his
designee (A) setting forth variations during such calendar month from the
schedules set forth in Exhibit 2-A, from Standards set forth in Exhibit 2-C and
from the maintenance service set forth in Exhibit 2-D and the reasons thereof, and
(B) a summary of major maintenance performed during such calendar month with
respect to ways and structures and equipment used in providing Contract Services,
in a format agreeable to the Parties. Currently the Budget (Exhibit 6-F), the
Monthly Expense Reports: Actual Expenses for the Primary Cost Centers,
Secondary-Engineering Centers, and the Secondary-Other Centers (Exhibit 7-A)
are being provided to CRD to fulfill this Subsection (B).

(2) a Function Cost Report, (in electronic format, using Excel, Access or
other CRD acceptable data base), which presents each Cost Code charged
(excluding Work Orders) to each Chargeable Cost Center, unallocated. Railroad
will provide a paper copy of this report when specifically requested by CRD.

(3) Monthly Expense Reports: actual expenses for the Primary Cost
Centers, Secondary-Engineering Centers, and the Secondary-Other Centers
(Forms 17127, 17128 and 17129), in the form of Exhibit 7-A, which presents
“Labor,” “Materials” and “Other” expense components of both primary and
Secondary Expenses which were assigned or allocated by Cost Center.

(4) a Summary Variance Report ( Form 17325), in the form of Exhibit 7-
B, which presents those totals for expenses which were assigned or allocated by
Cost Center, for each Chargeable Cost Center.

(5) an Allocation Statistics Report in the form of Exhibit 7-C which
presents “applied” and “budgeted” allocation statistics or predetermined
percentages for each Chargeable Cost Center by allocation technique code. This
report will be provided in April and November only, unless specific pages are
requested by CRD for other months.
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-(6) a statement setting forth Reimbursable Expenses in the format set forth
in Exhibit 7-1.

(7) a report of labor positions for Primary areas, detailing the number of
positions authorized in each Cost Code and the number of positions open, with an
indication of how long of a time that the position has been open. On a quarterly
basis, in addition to the information provided in the monthly report, information
will be provided regarding position title, position number, union code, pay rate
and any special comments.

(8) a report detailing reports that Railroad has made to the Federal
Railroad Administration (FRA) on Form 6180-55a (PT), Form 6180-57
(Crossings) and Form 6180-54 (Rail Equipment/Derailment) relating to
Railroad’s Chicago commuter operation.

(9) a Claims report in two formats. One will be in a financial format that
includes all cases accrued at $25,000 and over, and the other in the Risk
Management format, which includes all CRD cases, regardless of the accrual
level.

(10) Budget Variance Report for Commuter Operations Primary Areas and
Commuter Operations Engineering Secondary Areas, which will compare actual
monthly performance to budget and actual year-to-date performance to budget in
the format of Exhibit 7-F.

(11) a summary of operational testing results performed on Contract
Services trains, including but not limited to Efficiency Testing in the format of
Exhibit 7-L.

7.02 Quarterly Reports. Within 45 days after the end of each calendar quarter
included in the Agreement Term, Railroad shall cause to be prepared and delivered to the CRD
each of the following:

(a) a statement listing any changes during such calendar quarter in the assignment
of any person who was a superintendent or trainmaster and a material part of whose work was
the provision of the Contract Services, as well as a statement signed by the Railroad’s Contract
Services Manager, or his designee, setting forth variations during the calendar quarter from the
Consists set forth in Exhibit 2-B.

(b) a statement listing any discontinuance of use, or retirement or replacement, of
any of the cars and locomotives listed in Exhibit 2-E;

(c) a statement setting forth, with respect to the Contract Services provided by
Railroad during such calendar quarter, the number of revenue passengers, revenue passenger
miles, gross ton miles, train miles, locomotive unit miles, train hours, yard switching hours, car
miles and gallons of diesel fuel carried, operated or consumed by Railroad;
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(d) copies of Form RE&I (Quarterly Report of Revenues, Expenses and Income,
Class 1 Line Haul Railroads) and Form CBS (Quarterly Condensed Balance Sheet for Class 1
Line Haul Railroads) as filed with the Surface Transportation Board.

(e) a report detailing personal injury incidents as reported on the daily incident
reports filed by Railroad’s Commuter Operations Department.

7.03 Annual Reports. Within 120 days after the end of each Calendar Year any
part of which is included in the Agreement Term, Railroad shall deliver to the CRD the
following:

(a) an audited Statement of Consolidated Financial Position of Railroad as of the
end of such Calendar Year and audited Statement of Consolidated Income, Statement of Changes
in Common Stockholders’ Equity and Statement of Consolidated Cash Flows of Railroad for
such Calendar Year. Such financial statements shall be consolidated if Railroad has any
subsidiaries and shall be accompanied by the audit report with respect thereto of Railroad’s
independent public accountants; and

(b) a copy of the Annual Reports on Forms R-1 and 10-K as filed with the Surface
Transportation Board and the Securities and Exchange Commission, respectively.

7.04 Event Reports. After the occurrence of any of the following events, Railroad
shall cause the CRD to be notified as specified below:

(a) Upon the occurrence of death or serious bodily injury to any person arising in
connection with the Contract Services, or of damage or destruction exceeding $5,000 to property
used in providing the Contract Services, Railroad will provide notice thereof to the CRD on the
format set forth in Exhibit 7-J. At the request of CRD, Railroad shall promptly deliver to the
CRD a written report of said occurrence containing estimates of costs and substantial detail.

(b) Upon the occurrence of the service upon Railroad by any federal, state or local
government or government agency of a petition, complaint or notice which asserts that Railroad,
in the provision of Contract Services, is in violation of any law or regulation, Railroad shall
supply a copy of such document to the CRD by the earliest of: (1) 10 days after such service; (2)
48 hours before such petition, complaint or notice is scheduled to become effective; or (3) 48
hours before expiration of Railroad’s time to respond to such petition, complaint or notice.

(c) Forms 1,2 or 3 that Railroad files with the Illinois Commerce Commission
regarding changes to signalization at crossings in the Chicago commuter territory.

(d) a listing of any red signal violations which are made by an engineer of a CRD
train and the discipline issued. Railroad’s Upgrade Policy (UP General Rules for Administering
Discipline Effectively), or its successor will govern Railroad’s handling of employee discipline.

7.05 Duplicate Report. Within 10 days after Railroad shall, (a) file with the
Securities and Exchange Commission any 10-K, 10-Q or 8-K report or any report in place
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thereof subsequently required by the SEC, (b) file with the Surface Transportation Board, the
Illinois Commerce Commission, the United States Department of Transportation, the Illinois
Department of Transportation, or any division or agency of these agencies, any document, report,
or statement relating to the Contract Services, or requesting the abandonment or discontinuance
of any trackage within the Metropolitan Region, or seeking consent or approval for the
disposition of any property located in the Metropolitan Region, or (c) send any written report,
statement, or communication to any class of its public shareholders, Railroad shall deliver a copy
thereof to the CRD.

7.06 Access to Records and Additional Information. (a) Railroad shall provide to
the CRD such further information relating to the ‘Contract Services as may reasonably be
requested by the CRD. In January 2009, Railroad changed its accounting system to the SAP
ERP system. Access to SAP, auditable data and other information to be provided to CRD for the
audit of 2009 and subsequent years are listed in Exhibit 7-K. Access to the legacy system to
audit financials prior to 2009 will be maintained by Railroad until the open audit years are
closed. . , :

(b) Either Party shall have the right to inspect and, except with respect to working
papers, obtain copies of the books, records, or any other written or otherwise recorded
information of the other Party relating to the Contract Services. Unless agreed otherwise, such
inspections shall be during normal business hours and at the place where such information is
normally kept. The inspecting party may supervise the making of any copies of documents it
requests.

(c) This Article shall not be applied or construed to: (1) limit any right either
Party may have under law to have counsel or to conduct audits or inspections, or to obtain
information or access. to records; (2) authorize either Party to demand, inspect or copy
information unrelated to this Agreement; (3) waive or diminish any privilege of non-disclosure
under Illinois or Federal law; (4) require disclosure of any communication with, by or prepared
at the request of an attorney and relating to a matter in which the attorney is serving or being
consulted in this capacity as an attorney; (5) require disclosure of any communication concerning
preparation for anticipated negotiations or concerning actual negotiations with the other Party; or
(6) except as provided in Article 7.08 below, disclose any internal projections or forecasts of
Railroad’s budget, cash flow or income. o

7.07 Form of Reports. All reports to the CRD with respect to income and
expenses derived or incurred by Railroad in connection with Contract Services shall be prepared
in accordance with Exhibits 7-A and 7-B.

7.08 Estimated Capital Needs Projections. During each year of the Agreement
Term or on any date thereafter as specified by the CRD, Railroad shall prepare and deliver to the-
CRD a projection in the form set forth in Exhibit 7-E of Capital Needs, ranked by priority,
deemed necessary or advisable by Railroad with respect to the provision of Contract Services
during the next Calendar Year. The Five Year Capital Improvement Program which Railroad
prepares annually, if substantially in the form prepared by Railroad in Calendar Year 2010, shall
satisfy the requirements of this Article.
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7.09 Inspection. (a) The CRD shall provide Railroad with a list of not more than
ten persons, or job titles, which persons or the holders of which job titles shall be the CRD’s
authorized representatives for purposes of this Article. The CRD’s authorized representatives
shall be familiar with the safety rules of Railroad and the Federal Railroad Administration. The
CRD’s authorized representatives shall have the right and privilege at any time, from time to
time or on a continuing basis, to enter upon any or all lands and properties of Railroad which are
related to Contract Services for the purpose of inspecting the same. Such inspections may be
conducted without advance notice to, or supervision by, Railroad, provided, however, that the
CRD’s authorized representatives shall identify themselves to Railroad’s supervisory employees,
if any, at the time of entering upon lands or property of Railroad for inspection purposes. In the
course of any inspection, the CRD shall have the right to obtain information directly from the
employees of Railroad, provided, however, that Railroad shall have the right to have the Contract
Services Manager or his designated representative present when such information is sought.

(b) In the event of an emergency with regard to Contract Services, CRD police
shall have the unencumbered right to enter upon any or all land and/or property of the Railroad
for the purpose of assessing the scope of the Contract Services emergency and determining the
impact of the emergency upon the operation of Public Transportation Services. CRD’s police
may also enter upon Railroad’s land and/or property to assist a passenger or to assist Railroad’s
employees in the performance of Public Transportation Services.

(c) The CRD hereby assumes liability for and agrees to hold harmless, defend and
indemnify Railroad and Railroad’s successors, assigns, officers, directors, employees, agents and
servants from and against any and all liabilities, obligations, losses, damages, penalties,
judgments, settlements claims, actions, suits, proceedings, costs, expenses and disbursements,
including legal fees and expenses, of whatever kind and nature, imposed on, incurred by or
asserted against Railroad or any of Railroad’s successors, assigns, officers, directors, employees,
agents or servants, in any way relating to or arising out of any injury to any person, loss of life or
damage to property of any person, arising out of the presence of, act of, or omission to act of any
of the CRD’s authorized representatives occurring while any such authorized representative is on
lands or properties of Railroad which are related to Contract Services, other than such lands or
properties which are open to the general public, and irrespective of any negligence or fault of
Railroad, its officers, directors, employees, agents or servants.

7.10 Retention of Records. Railroad shall maintain and preserve supporting
accounting, operating, engineering, maintenance and mechanical department records necessary
to substantiate Reimbursable Expenses. Such documentation includes, but is not limited to, (1)
the documentation described in Exhibit 7-K and (2) details of train Consists, locomotives and
cars serviced, inspected, cleaned and dispatched, locomotives and cars repaired, work orders,
material listings, material charge out documents, timerolls, labor summaries, and timecards
separating labor between Contract Services and other Railroad activities, to the extent such
separation was made in Railroad’s records on the date of execution of this Agreement. All such
records shall include the CRD designated locomotive and passenger car number, and shall be
maintained and accumulated on a location by location basis. Such records shall be retained for a
period of not less than 36 months or the period of time required by STB record retention rules
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(49 C.F.R. Articles 1220-1239) whichever is greater and shall be available to the CRD or its
representatives for review and audit during regular business hours at the location where the
record is retained.

7.11 Customer Complaints. Railroad shall have a procedure for the receipt and
recording by the Contract Services Manager or his office of customer complaints received in
person, in writing or by telephone with respect to the Contract Services. Railroad shall use its
best efforts to respond to each complaint within 72 hours of its receipt or sooner if warranted by
the circumstances. Within 15 days after the end of each calendar month included in the
Agreement Term, Railroad shall deliver to the CRD a statement showing the number of such
complaints received, in the form which Railroad provided to the Authority during the term of the
Prior Agreement. Railroad shall make available for inspection by the CRD all written complaints
received, and the records of Railroad upon which the statement required by this Article was
based.

7.12 Additional Reporting Requirements. (a) The CRD may at any time, or from
time to time, during the Agreement Term, direct reasonable changes in the content or form of
any report required under this Article.

(b) The Illinois Freedom of Information Act (5 ILCS 140/1 et. Seq., the “FOIA Act”is a
law in the State of Illinois that allows for requests of public records and as such it is anticipated
that at some time during the term of this Agreement certain public records in the possession of
CRD may be requested under this FOIA Act. If CRD requests Railroad to produce public
records of CRD that Railroad possesses, Railroad agrees to cooperate with its obligations, if any,
under the FOIA Act to produce to CRD such records Railroad agrees are public records within
the definition of that term under the FOIA Act so long as Railroad has not previously provided
said records to CRD or if CRD has its own copy of same. Railroad is under no obligation to
produce records Railroad considers non-public records and Railroad will defend CRD,
indemnify, and hold CRD harmless during the defense of Railroad’s position that the records are
non-public or not subject to the FOIA Act. Railroad is under no other obligation under this
Agreement to search, find and produce records that Railroad has already produced to CRD or
which CRD produced to Railroad as said documents are equally accessible to CRD, a public
entity to whom the FOIA Act applies; provided, however, that Railroad will use reasonable
efforts, at Metra’s cost, to provide a second copy of records subject to this Agreement that may
have been previously provided to Metra. Railroad, of course, agrees to fulfill its obligations
under the law.

7.13 Substitute Reports. Railroad may satisfy any requirement of this Article by
delivery to the CRD at the time and in the form required herein of a document containing the
required information, even if such document is prepared for another purpose or contains
additional information not required herein.

7.14 Accounting. The Railroad shall keep and maintain proper books of account
regarding its Public Transportation Service in accordance with this Agreement and otherwise in
accordance with Generally Accepted Accounting Principles of the railroad industry, consistently
applied.
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ARTICLE VIII
Additional Covenants, Warranties and Agreements of Railroad
8.01 Compliance With Laws. (a) Unless otherwise agreed by the CRD, Railroad
will, in the provision of Contract Services comply with valid and applicable Government
Requirements except such local Government Requirements as may be preempted by the CRD.

(b) Railroad will give prompt notice to the CRD of any proceedings which might
result in its incurring any Capital Expenditures or expenses not provided for in an Approved
Budget, the necessity for which expense or Capital Expenditure is caused by a newly instituted
Government Requirement or enforcement of a Government Requirement which theretofore had
not been enforced, and shall timely offer to the CRD the opportunity to contest the validity and
applicability of such Government Requirement.

8.02 Opinion of Counsel. When this Agreement is executed by Railroad, Railroad
will furnish the CRD with an opinion of Railroad’s counsel, dated the date on which this
Agreement is executed by Railroad and to the effect that (1) Railroad is a corporation duly
organized and existing and in good standing under the laws of its jurisdiction of incorporation,
and has full corporate power to carry on its business as and where then conducted; (2) Railroad is
qualified to engage in the business of providing Public Transportation Services by rail in, and is
in good standing under laws of, the State of Illinois; (3) the execution, delivery and performance
of this Agreement by Railroad has been duly authorized by all requisite corporate action of
Railroad; (4) this Agreement has been duly executed and delivered by Railroad and constitutes
the valid and binding obligation of Railroad in accordance with its terms; (5) the compliance by
Railroad with the terms and conditions of this Agreement will not result in a breach of, or default
under, any judgment, decree, mortgage, indenture or other agreement applicable to Railroad
known to such counsel; (6) all approvals as may be required to permit the performance by
Railroad of its obligations under this Agreement have been obtained; and (7) except as
previously disclosed to the CRD in writing, such counsel has no knowledge of any litigation or
proceeding pending or threatened against Railroad which could materially and adversely affect
the provision by it of Contract Services under this Agreement.

8.03 Maintenance of Insurance. (a) CRD will use its best reasonable efforts to
keep in full force and effect insurance coverage of the same type, character and coverage as that
maintained by it as of February 9, 2010, or at subsequent renewals, with respect to Contract
Services. Coverage at the time of execution of this Agreement is set out in Exhibit 8-A. CRD
shall use its best reasonable efforts to cause the Railroad to be named as an additional named
insured, as its interests may appear, under all of such insurance, and shall notify the Railroad
promptly of any material change in the insurance required by this Article. CRD represents to the
Railroad that such insurance covers Railroad’s liability for personal injury, death, and damage to
or destruction of property of others, and damage to or destruction of property of Railroad and
pollution liability.

In the event of an unexpected loss that substantially erodes the RTA Policy in
place, or if it uses its commutation provisions that allow it to terminate coverage for a given year
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or period, CRD will undertake its best reasonable efforts to reimplement limits or to purchase
alternative insurance.

(b) At each renewal and in the event of a material change in insurance which
reduces the coverage or limits, the CRD shall provide 90 days’ written notice to Railroad.
Railroad shall have 60 days from the date of said notice to review the contract of insurance
proposed by the CRD or its insurer and, by written notice to the CRD, approve or disapprove
such insurance. Failure by Railroad to so notify the CRD within 60 days shall constitute
approval. Upon disapproval by Railroad, Railroad shall purchase insurance in accordance with
its specifications, and the premiums therefore shall be a Reimbursable Expense.

(c) If the CRD decides not to continue in force any insurance which it purchased
pursuant to this Article 8.03, the CRD shall give Railroad at least 90 days’ written notice of
cancellation or termination of any insurance policy then in force, so that Railroad may procure
such insurance, and the premiums therefore shall be a Reimbursable Expense. In addition, the
CRD shall provide Railroad with copies of all application data supplied by the CRD to its
insurers, and shall notify its insurers that the CRD has terminated its efforts to purchase
insurance for the Railroad.

(d) It is the intention of the Parties hereto that (except for retentions not to exceed
$5,000,000 million per occurrence) insurance obtained under this section covers Railroad for all
liabilities related to Claims which are caused by or arise, in whole or in part, from the provision
of Contract Services under Article X of this Agreement. However, CRD’s insurance coverage
does not limit its obligation to reimburse Railroad for Claims arising under this Agreement.
CRD and Railroad agree to reopen this Agreement to discuss the level of insurance to be carried
by CRD for liability claims arising out of commuter train service each time Congress may
modify, alter or change the cap on liability claims involving commuter train service.

(e) Subrogation. Railroad shall exercise its best judgment and provide reasonable
efforts to identify subrogation opportunities and actively pursue recovery against responsible
third parties, for costs incurred by Railroad to repair damages to equipment or property, which
would otherwise be recovered or reasonably sought to be recovered by Railroad, in the absence
of subrogation, under the Agreement. Costs incurred to pursue recovery from responsible parties
shall be submitted for reimbursement under the Agreement. Recoveries from responsible parties
and expenses incurred will be allocated between CRD and Railroad based upon the share each
Party contributed to the original asset that was damaged or destroyed and then further allocated
upon each Party’s share of the total gross ton miles at that location for track related components
and using train counts for signal related components. Railroad recovery efforts shall include
notifying the Illinois Secretary of State of those instances where the damage is attributable to
uninsured drivers and/or owners. '

Railroad will retain sufficient details of cost and materials to identify the amounts involved.
Railroad will allow CRD to conduct an audit of expenses submitted under the Agreement each
six (6) months so CRD can determine if additional subrogation measures are reasonably
warranted. If Railroad disagrees with CRD regarding whether subrogation efforts should
proceed or disagrees to the level of subrogation efforts warranted, Railroad will not unreasonably
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withhold permission from CRD for CRD to pursue subrogation itself in the name of Railroad to
recover said damages CRD wishes to pursue.

Under circumstances where the Railroad agrees to permit CRD to pursue subrogation efforts
directly and independently of Railroad, the Parties will mutually agree on the selection of
counsel. No direct and independent subrogation efforts by CRD or counsel will be done without
the permission of Railroad. '

Railroad shall not forego or suspend subrogation opportunities without written notice to CRD’s
Risk Management. CRD and Railroad are to mutually agree to the selection of counsel if suit is
filed against a responsible party, whether Railroad is pursuing subrogation or CRD is pursuing
subrogation directly with Railroad’s permission. CRD will receive a status report regarding any
subrogation files being pursued by CRD which are assigned to counsel as requested by CRD, or
beginning ninety days following counsel’s assignment to matters being pursued by Railroad and
each ninety day period thereafter.

Railroad will also identify any instances involving vehicles assigned or loaned to Railroad,
including road licensed vehicles and trailers, where an accident occurs with potential
subrogation. Railroad agrees to notify CRD of the occurrence and when appropriate, pursue
recovery from the adverse owner or driver for the repair

8.04 Report of Compliance. On or before the date on which this Agreement
becomes binding on Railroad and the CRD, Railroad will deliver to the CRD a Report on
Compliance with this Agreement confirming that to the best of Railroad’s Officers knowledge in
the exercise of due diligence none of the reports, summaries, financial statements or other written
information furnished by Railroad to the CRD in connection with or pertaining to this Agreement
contains any untrue statement or misrepresentation of a material fact, or omits to state or
represent any material fact necessary to make the statements or representations made, in light of
the circumstances under which they were made, not misleading in any material respect. This
Report on Compliance will be in the format of Exhibit 8-B.

8.05 Compliance With Agreements. Railroad will comply with the provisions of
existing leases, contracts and agreements to which it is a party and which are material to the
provision by it of the Contract Services. Railroad shall not, without the prior written approval of
the CRD, enter into, renew, fail to renew, modify or terminate any such contracts, leases or
agreements if such entry, renewal, failure to renew, modification or termination will impair the
performance by Railroad of the Contract Services or result in any material increase in
Reimbursable Expenses or material reduction in Contract Services Revenues.

8.06 Representations and Warranties. Railroad hereby represents and warrants to
the CRD that: (a) none of the reports, summaries, financial statements or other written
information heretofore furnished by Railroad to the CRD in connection with or pertaining to this
Agreement or the Prior Agreement and none of the reports, summaries, financial statements or
other written information hereafter furnished by Railroad to the CRD pursuant to the provisions
of this Agreement or the Prior Agreement, contains or will contain any untrue statement or
misrepresentation of a material fact or omits or will omit to state or represent any material fact
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necessary to make the statements or representations made, in the light of the circumstances under
which they were made, not misleading in any material respect; and (b) Railroad has complied
with and will comply with, has fully performed and will fully perform, all of its obligations
under the Prior Agreement in all material respects.

8.07 Labor Law Compliance. Railroad agrees that, with respect to the Contract
Services, it will comply with all the applicable requirements of federal and Illinois labor laws,
including without limitation applicable requirements of federal and Illinois law with regard to the
minimum wages to be paid to its employees, limitations upon the employment of minors,
minimum fair wage standards for minors, the payment of wages due employees and all
regulations established according to law to protect the health and safety of its employees.

8.08 Compliance with Environmental Protection and Safety Laws. Railroad
agrees that, with respect to the Contract Services, it will comply with all applicable Government
Requirements enacted or adopted according to law relating to the protection of the environment.
Railroad agrees that it will comply with the provisions of general or special orders, rules or
regulations issued by the Illinois Commerce Commission, which pertain to public transportation
and to public transportation facilities.

8.09 Equal Employment Opportunity and Fair Employment Practices. (a) As to all
of Railroad’s Public Transportation Services, Railroad agrees that it will comply with all
Government Requirements (including those of the CRD) relating to equal employment
opportunity, fair employment practices and minority business enterprises, including but not
limited to, the provisions of Title VII of the United States Civil Rights Act of 1964 (P.L. 88-352,
78 Stat. 253, 42 U.S.C. 2000 (e)), as the same may be amended, the Illinois Human Rights Act
(775 ILCS 5/1-10 let seq.) as the same may be amended, Article 2.02(d) of the Act as the same
may be amended, and Authority Ordinance No. 80-51, as the same may be amended.

(b) Railroad shall furnish the CRD with proof that it has filed with the Illinois
Human Rights Commission or its successor agency an affirmative action program for
employment by it with regard to the Public Transportation Services provided by Railroad in the
Metropolitan Region. Such program shall insure that applicants are employed and that
employees are treated during employment without unlawful discrimination, and such affirmative
action program shall include provisions relating to hiring, upgrading, demotion, transfer,
recruitment, recruitment advertising, selection for training and rates of pay or other forms of
compensation. No unlawful discrimination, as defined and prohibited by any applicable law shall
be made in any term or aspect of employment, and discrimination based upon political reasons or
factors shall be prohibited. Railroad hereby agrees that throughout the Agreement Term it will
fully comply with such program and shall provide the CRD with all information reasonably
requested by it pursuant to the requirements of the Illinois Human Rights Act (775 ILCS 5/1-101
et seq.), as the same may be amended.

ARTICLE IX
Labor Protection :
9.01 Labor Protection and Labor Protection Costs. (a) Pursuant to Sections 2.15
and 2.16 of the Act the CRD agrees that it will have financial responsibility for, and that
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Railroad will have no financial responsibility for, the fair and equitable protection of employees
of Railroad who are adversely affected by action(s) initiated by or taken at the direction of the
CRD pursuant to this Agreement in the event such action(s) of the CRD cause claims which are
allowed under the terms of existing agreements covering employees of Railroad negotiated
pursuant to Section 13(c) of the Urban Mass Transportation Act of 1969, as amended [49 U.S.C.
Section 1609(c)] and/or Section 405(b) of the Rail Passenger Service Act of 1970, as amended
[45 U.S.C. Section- 565(b)] or any existing agreement covering employees of Railroad or
agreement required to be entered into pursuant to said existing agreement. The CRD will pay all
claims allowed pursuant to said labor protection agreements under the aforementioned
circumstances in accordance with the principles of Section 2.04. Nothing in this paragraph shall
be construed to limit the CRD’s other duties, obligations or financial responsibilities undcr
Sections 2.15 or 2.16 of the Act.

(b) Railroad will, pursuant to Section 2.16(b) of the Act, either on behalf of or
jointly with the CRD, negotiate with the accredited representatives of the employees of Railroad
authorized to act for them such labor protective arrangements as are required by the Act in the
event existing agreement(s) are not or cannot be utilized pursuant to paragraph 9.0 1(a) hereof.
Said labor protection agreements shall cover employees of Railroad who may be adversely
affected by action of the CRD specified in paragraph 9.0 1(a). The CRD and Railroad shall have
the same financial responsibilities as provided in paragraph 9.01(a). Nothing in this paragraph
shall be construed to limit CRD’s other duties, obligations or financial responsibilities under
Sections 2.15 or 2.16 of the Act. The Railroad shall, to the fullest extent feasible, cooperate with
the CRD in the administration and implementation of any labor protection agreement arising
from the application of this Article. Reasonable additional costs of administration and
implementation shall be compensated by the CRD in accordance with the principles of Article
2.04. The Railroad further agrees that, pursuant to Section 2.16(b) of the Act, if agreement
cannot be reached on the terms of such protective arrangement, any party may submit any matter
in dispute to arbitration. In such arbitration, each party shall have the right to select one
nonvoting arbitration board member. An impartial arbitrator will be selected by the American
Arbitration Association and appointed from a current listing of the membership of the National
Academy of Arbitrators, upon request of any party. Unless otherwise specified by the Parties, the
following procedure in interest arbitration shall be followed:

The party requesting arbitration shall name its arbitrator at the time the request for arbitrations is
made. Within five working days after receipt of such request, the other party shall name its
arbitrator. Within seven working days thereafter, the two arbitrators or their representatives shall
meet to select the impartial chairman of the Board of Arbitration. Should the two arbitrators be
unable to agree upon the appointment of a third arbitrator within ten working days after the
second of the arbitrators was named, then either party to the arbitration may request the American
Arbitration Association to furnish a list of five arbitrators who are currently available to serve
from which the third member shall be selected to serve as Chairman. The list requested shall be
composed of arbitrators who are experienced in interest arbitration in the transportation industry.
Within seven days after the receipt of the list, the arbitrator shall be selected from the panel by
each party alternately striking a name until only one name remains. The order of striking shall be
determined by the toss of a coin.
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The impartial arbitrator’s decision shall be final and binding on all Parties. Each party shall pay
an equal share of the impartial arbitrator’s fees and expenses.

(c) In the event an adversely affected employee of Railroad makes a claim and
elects to take protection more favorable or other than any allowed under any existing agreement
made or entered into pursuant to paragraphs 9.01(a) and 9.01(b) hereof, and pursuant to an
agreement entered into by Railroad without the CRD’s participation or approval which
agreement or claim does not arise from action(s) initiated by or taken at the direction of CRD,
the CRD shall have no financial responsibility for said claim.

(d) In the event an employee of Railroad who is adversely affected by action(s)
initiated by or taken at the direction of the CRD makes a claim electing to take protection more
favorable or other than any allowed under any existing agreement made or entered into pursuant
to paragraphs 9.0 1(a) and 9.0 1(b) hereof, and pursuant to an agreement entered into by Railroad
without the CRD’s participation or approval which agreement did not arise from action(s)
initiated by or taken at the direction of the CRD, then the CRD will have financial responsibility
for such portion of the fair and equitable protection of employees as CR1) would have paid under
existing agreements made and entered into pursuant to paragraphs 9.01(a) and 9.01(b) hereof.

9.02 Non-Interference with Labor Agreements. Nothing in this Agreement shall
be applied or construed to authorize or require conduct which violates any of Railroad’s labor
agreements or, except to the extent Railroad is reimbursed therefore, which requires payment by
Railroad of any penalty or payment pursuant to such agreements; provided, however, that
Railroad will not directly or indirectly propose any new provision or change in any existing
provision, in such agreements which would, as compared with such agreements in effect
December 31, 1998, increase any prohibition against conduct that may be undertaken or required
by the CRD pursuant to this Agreement. If the CRD proposes a Service Change or a Fare
Change, implementation of which would violate any of Railroad’s labor agreements, Railroad
will use good faith efforts in informal negotiations (but without any obligation to institute
procedures under Section VI of the Railway Labor Act) to obtain a modification or waiver of the
applicable provisions of such agreements to permit such change to be implemented in
accordance with this Article.

ARTICLE X
Notice, Defense of Claims, and Allocation of Claims Expenses

10.01 Notice. Railroad shall, promptly after gaining knowledge thereof, notify the
CRD of the assertion against Railroad or the CRD by any person or entity of any claim or
liability arising out of the provision of the Contract Services and the expense for which Railroad
intends to seek reimbursement pursuant to Article 6.02 hereof (“Claim™). The CRD shall,
promptly after gaining knowledge thereof, notify the Railroad of the assertion against Railroad
by any person or entity of any claim arising out of the Contract Services operations.

10.02 Allocation of Claims - Generally. Except as provided in Article 10.03 and
7.09(b), Claims shall be Reimbursable Expenses when the cause of the Claim is solely-related
(as between Railroad and CRD) to Contract Services equipment or employees, but shall not be
Reimbursable Expenses when the cause of the claim is solely-related (as between Railroad and

40



CIRID) & WIERIR BEA AGRIEEMIENT

CRD) and to non-Contract Services equipment or employees. Except as provided in Article
10.03 below, in all cases: (a) in which it is not determinable that the cause of the Claim is solely-
related (as between Railroad and CRD) to either Contract Services equipment or employees or
non-Contract Services equipment or employees, or (b) the cause of the Claim is related to both
Contract Services equipment or employees and non-Contract Services equipment or employees,
the expense of the Claim shall be allocated to Reimbursable Expenses and to Railroad in
accordance with the allocation principles set forth in Exhibit 6-A or 6-C governing the work,
property or activity which caused or gave rise to the Claim.

Notwithstanding the provisions of this Article 10.02 (a) and (b) and the following
Article 10.03, if the Claim involves or is caused by train operations and the only train(s) involved
relates to Contract Services, the Claim shall be a Reimbursable Expense, regardless of the
negligence of any party to this Agreement. Notwithstanding the foregoing, the CRD shall not be
obligated to pay any cost or expense which is not a Reimbursable Expense in accordance with
Article 6.02 (b)(5) or (7) of this Agreement, and costs of a Claim shall not include any liability or
expense to the extent that Railroad is reimbursed by an insurance carrier or other third party.

Conversely, notwithstanding the provisions of this Article 10.02 (a) and (b) and
the following Article 10.03, if the Claim involves or is caused by train operations and the only
train(s) involved relates to non-Contract Services, the Claim shall not be a Reimbursable
Expense, regardless of the negligence of any party to this Agreement. Notwithstanding the
foregoing, the CRD shall not be obligated to pay any cost or expense which is not a
Reimbursable Expense in accordance with Article 6.02 (b) (5) or (7) of this Agreement, and
costs of a Claim shall not include any liability or expense to the extent that Railroad is
reimbursed by an insurance carrier or other third party.

10.03 Allocation of Claims Caused by non-Contract Services and Contract
Services Train Collisions. Notwithstanding the provisions of Article 10.02, in the event of
damage to property of Railroad or others or personal injury or death resulting from the collision
of a non- Contract Services train operated by Railroad and a Contract Services train that was
caused by:

(1) negligence or other fault of the Contract Services train crew, the costs of the
claim thereby caused shall be borne by the CRD;

(ii) negligence or other fault of the non-Contract Services train crew, the costs of
the Claim thereby caused shall be borne by Railroad;

(iii) negligence or other fault of employees of Railroad having duties relating to
both Contract Services and non-Contract Services operations, or negligence of
one or more employees of Railroad having duties relating solely to the Contract
Services and negligence of one or more employees of Railroad having duties
relating solely to Railroad’s non-Contract Services operations, or the cause cannot
be ascertained, the costs of the Claim thereby caused shall be borne equally by
Railroad and CRD.
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10.04 Definition of Claims Expense. In addition to the amounts of settlements and
judgments, the cost of a Claim includes direct expenses of investigating the facts, and fees of
attorneys and experts necessary to the defense of a Claim, provided, however, that Railroad shall
obtain the prior written approval, or at CRD’s discretion, oral approval for any litigation expense
item which may reasonably be expected to exceed $10,000 with respect to any one claim or
incident, provided further, however, that such $10,000 limitation shall not apply to salaries of
Railroad’s employee-attorneys and employee-claims personnel. Notwithstanding the foregoing,
the CRD shall not be obligated to pay any cost or expense which is not a Reimbursable Expense
in accordance with Article 6.02(b)(5), (7) or (12) of this Agreement and the costs of a Claim
shall not include any liability or expense to the extent that Railroad is reimbursed therefore by an
insurance carrier or other third party.

10.05 Defense of Claims. (a) Railroad shall investigate and dispose of all Claims,
provided that the CRD also may investigate any such Claim, at its election, and Railroad shall
cooperate with the CRD in each such investigation. Railroad shall not settle or compromise any
Claim involving payment by the CRD of any amount in excess of $25,000, without in each case
the prior written consent of the CRD; provided, however, Railroad can settle or compromise
Claims involving the payment by CRD of an amount up to and including $100,000 as long as
CRD receives the prior written concurrence of Mr. Thomas W. Cushing while he is employed by
Railroad or by such party acceptable to CRD. CRD reserves the right to adjust this level of
authority if significant changes occur within the Railroad’s Law and/or Claim departments in
terms of staffing or personnel. The CRD shall have the right to join as an additional party in any
proceeding with respect to a Claim. Railroad shall give prompt notice to the CRD of the
assertion of each Claim and thereafter shall provide to the CRD such documents and information
as the CRD reasonably may request in the circumstances. At such time as an attorney’s lien or a
lawsuit is filed with respect to any claim the majority of the expense of which is allocable to the
CRD, Railroad shall tender defense thereof to the CRD upon its request.

(b) In the event of serious personal injury or death Claim(s) which will likely
result in extraordinary defense costs, Railroad may request that the defense costs associated with
the Claim(s) be allocated on a direct expense basis, rather than through the Corporate Overhead
itemized on Exhibit 6-B. CRD, in its sole discretion, may approve such allocation, such approval
shall not be unreasonably withheld.

ARTICLE XI
Agreement Term
11.01 Duration. The term of this Agreement (“Agreement Term™) shall be
retroactive to January 1, 2010, and shall end on whichever of the following dates is the earlier:
(a) December 31, 2016, or
(b) the date, if any, as of which this Agreement is terminated by the CRD or
Railroad pursuant to Article XII below.

11.02 Effect of Termination. Upon the termination of the Agreement Term, all
rights and privileges of Railroad and the CRD under this Agreement shall cease, and neither
Railroad nor the CRD shall have any further obligations to the other under this Agreement,
provided that such termination shall not affect, impair or discharge any claims, indemnifications,
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benefits or rights of Railroad or the CRD which shall have accrued, or which are based upon
acts, omissions to act or events which shall have occurred, during the Agreement Term.

ARTICLE X1II
' Termination

12.01 Rights to Terminate. (a) The CRD may, by written notice to Railroad
terminate this Agreement in the event the overall level, safety or quality of the Contract Services
is materially impaired as a result of the breach or failure of compliance by Railroad of or with
any of the provisions of this Agreement and Railroad fails to cure such impairment within 60
days after written notice thereof by the CRD and stating its intention to terminate. Termination
pursuant to this Article shall not become effective during the pendency of proceedings involving
issues underlying the CRD’s asserted right to terminate in a particular case.

(b) In the event the CRD is in arrears in its payments to Railroad under this
Agreement for a period of three (3) months or more, disputed items excepted, Railroad shall
have the right to terminate this Agreement by written notice to the CRD.

12.02 Non-Waiver and Pursuit of Other Remedies. Article 12.01 above is not
intended to waive or limit any other remedy available to either Party under this Agreement. The
failure of either Party to insist at any time upon the strict observance or performance of any of
the provisions of this Agreement or to exercise any right or remedy provided for in this
Agreement, shall not impair any such right or remedy nor be construed as a waiver or
relinquishment thereof.

ARTICLE X111
Miscellaneous Provisions
13.01 Prior Agreements Between the Parties. Nothing in this Agreement shall be
deemed to restrict or impair the exercise by either Party of any of the rights, powers and
privileges conferred upon it by any other written agreement between Railroad and the Authority
or CRD and pertaining to periods before the effective date of this Agreement.

13.02 Subordination. (a) All obligations of the CRD which may, from time to
time, be incurred by it under provisions of the Act which authorized secured, unsecured short
term, long term, equipment trust certificate or other borrowing shall be superior to and have
priority over any and all obligations of the CRD under this Agreement.

(b) Any locomotives, cars, equipment or other property furnished or used or to be
furnished or used by Railroad under this Agreement shall be subject to all existing liens and
superior rights, including, but not limited to, real estate or chattel mortgages, equipment liens
pursuant to equipment trusts agreements, conditional sale agreements, leases, or otherwise, and
all obligations or rights of the Parties shall be subject and subordinate to the provisions of any
existing leases, licenses, joint facility agreements, joint terminal agreements, union depot
agreements, track agreements, or easements or other encumbrances pertaining to any of the real
or personal property used or occupied in connection with the performance of the Agreement.
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13.03 Limitation of Rights. The CRD shall have no obligation or duty to any
person to make any of the inspections, audits or examinations which the CRD may have the right
to make under this Agreement or otherwise. Such rights are for the sole benefit of the CRD and
neither Railroad nor any other person shall rely on the CRD’s exercise of, or failure to exercise,
any of such rights. Except for labor protection obligations pursuant to Article IX, this Agreement
is not intended to and shall not be construed or applied to create any rights in any person or
entity not a party hereto.

13.04 Non-Waiver. In no event shall the payment or receipt of any money under
this Agreement by the CRD or Railroad constitute or be construed as a waiver by the CRD or
Railroad of any breach of covenant or of any default on the part of the other under this
Agreement which may then exist, and the making or receipt of any payment under this
Agreement while any such breach or default shall exist shall in no way impair or prejudice any
right or remedy available in respect of such breach or default. Neither the CRD or the Railroad
shall be deemed to have waived any right under this Agreement unless such waiver is in a
writing signed by one of its respective authorized officers. No delay or omission in exercising
any right under this Agreement shall operate as a waiver of such right or other right. All the
rights and remedies of the CRD and Railroad under this Agreement shall be cumulative and not
exclusive and may be exercised singly or concurrently. The waiver or exercise of any remedy
shall not be construed as a waiver of any other remedy available hereunder or under general
principles of law or equity.

13.05 Non-Collusion. Railroad warrants and represents that it has not paid and
agrees not to pay any bonus, commission, fee or gratuity to any employee or official of the CRD
for the purposes of obtaining this Agreement. No officer or employee of the CRD shall be
admitted to any financial share of this Agreement or to any direct or indirect financial benefit
arising therefrom.

13.06 Successors and Assigns. All covenants, agreements, representations and
warranties in this Agreement made by or on behalf of Railroad or its subsidiaries or by or on
behalf of the CRD shall bind and inure to the benefit of the respective successors and assigns of
such party hereto. .

13.07 Notices. Any written notice required or permitted by this Agreement may
be delivered by depositing it in the United States Mail, postage prepaid, addressed to the CRD at
Commuter Rail Division of the Regional Transportation Authority, 547 West Jackson Boulevard,
Chicago, Illinois 60661, to the General Counsel and Director, Office of Real Estate & Contract
Management and to Railroad at 101 North Wacker, Suite 1910, Chicago, Illinois 60606, to the
attention of Assistant Vice President, Government Affairs - Central Region, or at such other
address or person as either party may designate in writing.

13.08 Governing Law. This Agreement shall be construed in accordance with and
be governed by the laws of the State of Illinois.

13.09 Assignment. Railroad agrees that this Agreement shall not be assigned or
transferred without the written consent of the CRD, unless the transaction is (1) specifically
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authorized under a federal law, or (2) a merger, consolidation, sale or lease of all or substantially
all of Railroad’s assets approved in a State or federal administrative or judicial proceeding in
which the CRD has had a reasonable opportunity to appear. Railroad agrees that no such
transaction shall occur unless any successor to Railroad’s rights under this Agreement agrees to
accede to all of the terms, conditions and requirements of this Agreement as a condition
precedent to such succession. Railroad agrees that any purported assignment of this Agreement,
except in accordance with this Article, without the consent of the CRD is null and void.

13.10 Amendment. The Parties agree that no change or modification to this
Agreement shall be of any force or effect unless the amendment is dated and is reduced to a
writing executed by both Parties.

13.11 Severability. The Parties agree that if any provision of this Agreement shall
be held invalid for any reason whatsoever, the remaining provisions shall not be affected thereby
if such remaining provisions could then continue to conform with the purposes of this Agreement
and the terms and requirements of applicable law. If such a holding of invalidity deprives
Railroad of the Compensation provided hereunder, Railroad may by written notice to the CRD
elect to terminate this Agreement.

13.12 Titles and Precedent. The Parties agree that the titles of the Articles and
Sections of this Agreement are inserted for convenience only and shall not be considered for any
other purpose. This Agreement or anything done in connection herewith shall not be considered
precedent for any future agreement which may be entered into between the Parties.

13.13 Documents Forming This Agreement. The Parties agree that this
Agreement, including Exhibits attached hereto, constitutes the entire agreement between the

Parties pertaining to the subject matter hereof, that there are no agreements or understandings,
implied or expressed, except as set forth specifically in this Agreement and that all prior and
contemporaneous agreements and understandings in this connection are merged into and
contained in this Agreement. No covenant or condition not expressed in this Agreement shall
effect or be effective to interpret, change or restrict this Agreement.

13.14 Powers of Eminent Domain. Nothing in this Agreement shall in any way
preclude the CRD from exercising any of its powers of eminent domain. Railroad hereby agrees
that in the event any of the property used in providing the commuter rail service is taken or
acquired by eminent domain by the CRD, for the purpose of determining the award due to
Railroad with respect to such property, no effect shall be given to any amounts paid or payable to
Railroad under this Agreement or any payment or grant made or to be made by the Authority to
Railroad.

13.15 Review of Operations. The Parties understand that one of the inducements
for CRD to enter into this amended and restated PSA with Railroad is to include a provision
where the Parties will review current Contract Services provided by Railroad to determine if any
of them can be transferred during the term of this Agreement over to CRD’s operating affiliate,
the Northeast Illinois Regional Commuter Railroad Corporation. During the term of the
Agreement, the Parties will investigate the practicality of transferring some or all aspects of
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various Contract Services to CRD, including, but not limited to: maintenance of equipment,
training of personnel, and the employment and management of employees, such as: ticket and
accounting clerks, conductors, engineers, trainmen, and coach cleaners. As part of that
investigation, the Parties will analyze what further changes to this underlying Agreement would
be necessary to address financial equitable adjustments, including credits and/or additional
charges to CRD should it decide to accept the transfer of operations and the Parties must reach
agreement on mutually acceptable terms and conditions associated with any such transfer of
operations. The Parties also understand that such transfer be performed under a realistic time
frame and should address related personal and real property.

13.16 Article VI Exhibits: The Parties intend that the Exhibits conform to the
body of the amended Agreement and the intention of the Parties. Exhibits 6-A, 6-B (Kedzie
only), and 6-G to this Agreement have not been completely reviewed and approved by CRD's
Audit Department. During the process of incorporating the changes from Railroad's prior
mainframe accounting system into its new SAP system, Railroad has used its best efforts to not
change the scope and financial impact of these above-designated Exhibits. Subsequent to signing
this Agreement, if during CRD Audit’s review it determines that the Exhibits do not comply with
the body of the Agreement, the Parties will use best efforts to resolve the matter consistent with
the ACR process, which ultimately requires the participation of CRD’s Deputy Executive
Director (Corporate Affairs) and Railroad’s Vice President-Planning & Analysis in its Finance
Department. If agreement cannot be reached on the terms of the remaining exhibits after
participation by the Deputy Executive Director and Railroad’s Vice President, any Party may
submit such matters in dispute to arbitration. In such arbitration, each Party shall have the right
to select one nonvoting arbitration board member. An impartial arbitrator will be selected by the
American Arbitration Association and appointed from a current listing of the membership of the
National Academy of Arbitrators, upon request of any Party. Unless otherwise specified by the
Parties, the following procedure in interest arbitration shall be followed:

The party requesting arbitration shall name its arbitrator at the time the request for
arbitrations is made. Within five working days after receipt of such request, the other
party shall name its arbitrator. Within seven working days thereafter, the two arbitrators
or their representatives shall meet to select the impartial chairman of the Board of
Arbitration. Should the two arbitrators be unable to agree upon the appointment of a third
arbitrator within ten working days after the second of the arbitrators was named, then
either party to the arbitration may request the American Arbitration Association to
furnish a list of five arbitrators who are currently available to serve from which the third
member shall be selected to serve as Chairman. The list requested shall be composed of
arbitrators who are experienced in interest arbitration in the transportation industry.
Within seven days after the receipt of the list, the arbitrator shall be selected from the
panel by each party alternately striking a name until only one name remains. The order of
striking shall be determined by the toss of a coin.

The impartial arbitrator’s decision shall be final and binding on all Parties. Each Party shall pay

an equal share of the impartial arbitrator’s fees and expenses.

13.17 Effective Date. This Agreement is effective as of January 1, 2010.
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IN WITNESS WHEREOF, the Parties hereto have caused this Agreement to be made effective

and executed as of the date first above mentioned by their respective duly authorized officials.

ATTEST: COMMUTER RAIL DIVISION OF THE
REGIONAL TRANSPORTATION
AUT ;

wldnem Egtn. o M e

Phifip A. Wecutive Director

(Signature continued on next page).
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ATTEST: THE UNION PACIFIC RAILROAD

COMPANY:
By: %} Q«W :

Vi
Abaiztant Seeresasy

ar')d Chief Executive Officer
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21.
22.

23.
24.
25.
26.
27.
28.
29.
30.
31.
32.
33.
34.
35.
36.
37.
38.

Exhibit 2-A
Exhibit 2-B
Exhibit 2-C
Exhibit 2-D
Exhibit 2-E
Exhibit 2-F
Exhibit 2-G
Exhibit 2-H
Exhibit 2-1
Exhibit 2-AA
Exhibit 2-AB
Exhibit 2-AC
Exhibit 2-AD
Exhibit 2-AE
Exhibit 2-AF
Exhibit 3-A
Exhibit 5-A
Exhibit 5-B
Exhibit 5-C
Exhibit 5-D
Exhibit 5-E
Exhibit 6-A

Exhibit 6-B

Exhibit 6-C
Exhibit 6-D

Exhibit 6-E
Exhibit 6-F
Exhibit 6-G
Exhibit 6-H
Exhibit 6-1

Exhibit 6-J
Exhibit 7-A
Exhibit 7-B
Exhibit 7-C
Exhibit 7-D
Exhibit 7-E
Exhibit 7-F
Exhibit 7-G
Exhibit 7-H
Exhibit 7-|

Exhibit 7-J

SUMMARY OF EXHIBITS

Schedules

Train Consists

Standards of Performance

Maintenance of Equipment

List of Cars and Locomotives

Reserved

Fuel

Fuel Specifications

Reserved

Suburban Station Status

Fair Market Value

Appraisal Criteria

Parking Lots Covered by Leases

Parking Lots With No Lease

Station/Coach Contract Service Revenue

Use of CRD Owned Property for Elburn Extension

Fares

Pass Policy

Ticket Offices and Hours

Procedure for Sales of Tickets by Internet

Procedures for sales of Tickets by Credit Card

Expenses Assigned or Allocated by Responsibility Area (This
Exhibit is subject to Article 13.16)

Expense Allocation Techniques for Expenses to be
Assigned or Allocated by Responsibility Area or Special Study
(Kedzie dispatchers shall be subject to Article 13.16)
Expenses Not Assigned or Allocated by Responsibility
Accounting System

Functions to be Excluded from Automated Processing in the
Subsidiary Accounting System

June 15 Budget (Format)

Budget (Format)

Billing Number Maps (This Exhibit is subject to Article 13.16)
Accounting Change Request (Format)

Link-UP Bus Tickets

Reserved

Monthly Expense Report (Format)

Summary Variance Report (Format)

Allocation Statistics Report (Format)

Train Ridership Report

Capital Expenditure Plan (Format)

Budget Variance Report (Format)

Work Order Format

Reserved

Reimbursable Expenses Alternative Format (Format)
Personal Injury, Property Damage and Grade Crossing Report
(Format)
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39.
40.
41.
42.

Exhibit 7-K
Exhibit 7-L

Exhibit 8-A

Exhibit 8-B

List of Computer Tapes for Audit
Summary of Efficiency Reporting
Insurance

Report on Compliance
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lri"‘i:l'i;iél BUILDING AMERICA’

June 30, 2020

Via email to: JDerwinski@METRARR.COM
James M. Derwinski

CEO/Executive Director

Metra

547 W. Jackson Blvd., 13th Floor

Chicago, IL 60661

Re: Union Pacific’'s Notice to Metra of Its Intentto Transfer Services

Dear Mr. Derwinski,

Nearly one year ago, in August 2019, Union Paaificonjunction with Purchase Service Agreement
(“PSA”) renewal negotiations, formally notified Matof Union Pacific’s intent to discontinue prowidi
Union Pacific employees to operate Metra’s tragneyide mechanical maintenance and perform other
PSA services (“Services To Be Transferred”). Assult, Metra would assume responsibility for diec
operating its own commuter trains on Union Padgfigies. At the onset and throughout our negotiasti
Union Pacific has affirmed its commitment to pravighinterrupted track access as well as to retain

responsibility for right-of-way maintenance andpdigching (“Services To Be Retained”).

Negotiations have continued to the present timspide both parties’ efforts, little progress hastbe
achieved toward reaching an orderly and defineddule covering the Services To Be Transferred and
providing for reasonable, future compensation tbPacific for the Services To Be Retained as agll

market-value compensation for Metra’s continuing aEUnion Pacific’'s property.

Most recently, on June 15, 2020, Union Pacific miest a comprehensive proposal to Metra that, among
other things, laid out a clear schedule for theedydtransition of the Services To Be Transfertdétra’s
June 24, 2020 response identified a large numbactain items that Metra believes would have to be
achieved before the relevant services could befeared, including “satisfactory financial arrangants”

as a repeated precondition. It is evident thabbftacific and Metra remain very far apart in our

respective understandings of reasonable finareiald.

UNION PACIFIC RAILROAD Cynthia M. Sanborn P 402-544-5505
1400 Douglas Street, MS 1110 Vice President Planning & Ops e cmsanbor@up.com
Omaha, Nebraska 68179 Strategic Planning



In addition, among the reasons for our lack of peeg in the negotiations was, and is, a substantial
disagreement between the parties about whethemURaeific has a common carrier obligation to operat
commuter trains on its lines for Metra after exgina of the current PSA. Union Pacific rejectsrthis

any such obligation. Metra disagrees. TherefomeDecember 5, 2019 Union Pacific filed a lawsmit t

assist the parties in resolving their differences.

The lawsuit remains pending. Union Pacific underds the Court will need time to address the legal
questions before it, and nothing in this letteends to anticipate or prejudge the Court’s ultinratmg.
Even so, there can be no dispute that a numbéeddrvices included in the Services To Be Traresfler
do not involve “Public Transportation Services,that term is defined in the PSA and which describe
the core function of transporting or conveying eaggrs by rail. These services, unrelated to ubli
Transportation Services, include the provisioregfl, claims, accounting, clerical, and mechanical

(equipment repair) services and the like.

Therefore, by this letter, Union Pacific is provigiadvance notice to Metra that the services listélde
attachment will be discontinued on the correspaptisied dates. The sequence of the services being
discontinued and the corresponding dates havedsefully selected to minimize impacts on Metra,
limit transition complexity, and provide Metra wieitbundant time to plan, adjust, and execute the
assumption of responsibility for the specified &8 while maintaining seamless commuter rail servi
for Metra’s customers. If Metra has any concemteedback about any specific service or date, nio
Pacific will of course discuss those concerns aallarany reasonable adjustments, while preserving ou
commitment to move forward at a deliberate pach witransfer of services that have no relation to

Public Transportation Services or the lawsuit.

With respect to the remaining Services To Be Tramefl, Union Pacific also is providing Metra with
notice by this letter that such services will becdintinued 90 days following any final court rulimgthe
lawsuit determining that Union Pacific does notdnavcommon carrier obligation to operate commuter
trains on its lines for Metra. While the Court nraje otherwise, Union Pacific believes it is reasue
and prudent for the parties to begin planning nomttie contingency that the Court will find thesenio

common carrier obligation. Metra’s commuters anstamers deserve nothing less than advance, orderly
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and diligent planning for that contingency andtfur discontinuance of the relevant services by knio

Pacific after the Court’s ruling.

Throughout the transition, Metra will be expectedrry out its obligations under the PSA, inclygdin
payment for the gradually reducing services bemoyided by Union Pacific, as well as the provisain

the crucial liability and insurance protections @et in the PSA.

Union Pacific has the deepest respect for ouriogiships with the numerous communities in our servi
territory. Those communities have been importaaktedtolders throughout the years we have operated
passenger service in Chicago — and they will comtito be. We also appreciate and respect our
longstanding relationship with Metra. While thelationship is now entering a new and exciting ¢&ap
some things will not change: among them, the stessadiommitment of our two organizations to work

together to ensure safe and high-quality commauaiiéservice for Metra’s customers.

Union Pacific looks forward to working diligentlyd collaboratively with Metra to facilitate a seass,

effective, and efficient transition as set out abov

Sincerely,

i M0z

Cynthia M. Sanborn

Vice President
Network Planning & Ops
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Attachment

Services Transfer Schedule*

Services Transfer Date
(To Occur On or Before)

Services Transfer

July 31, 2020

Revenue Accounting

August 31, 2020

Law and Claims — For Passenger and Collection Claim

September 30, 2020

TCU Passenger Ticket Agents

October 31, 2020

Mechanical Car

October 31, 2020

Mechanical Locomotive

November 30, 2020

Engineering (minimal services only not personnel)

November 30, 2020

Communication and Telecommunicains

Reasonable Time (90 Days)
Following Court’s Final Ruling **

Train, Engine and Yard Employees

After TE&Y Services Transfer

Timekeeping (servicenly not personnel)

After TE&Y Services Transfer

Crew Management (servces only not personnel)

After TE&Y Services Transfer

Law and Claims — Remaning Claim Types

*For almost a year, Metra and Union Pacific havsedssed a phased transition of Contract
Services to be transferred from Union Pacific tafsle The above services transfer schedule is
submitted in an effort to assist with ongoing négains and commence the services transfer.

** Reasonable time (90 days) following any final cauling in the lawsuit that Union Pacific
does not have a common carrier obligation to pregervices to Metra.
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Mr't_ 547 W. Jackson Boulevard, Chicago, IL 60661 312-322-6900 metrarail.com

July 17,2020

Ms. Cynthia M. Sanborn

Vice President - Network Planning & Ops
Union Pacific Railroad Company

1400 Douglas Street, MS 1110

Omaha, Nebraska 68179

RE: Union Pacific’s Notice to Metra of Its Intent to Transfer Services
Dear Ms. Sanborn:

Thank you for Union Pacific’s (UP) letter dated June 30, 2020, with the title above. The letter sets
out a schedule defining when UP intends to cease providing certain functions necessary for UP’s
commuter service. While there are many issues raised in UP’s letter, this response will be limited to
the two most critical.

The first issue is financial. UP’s letter notes that we “remain very far part in our respective
understandings of reasonable financial terms.” This is unfortunately accurate. Metra’s position is that
over the years the compensation in the purchase of service agreement has been negotiated six times
and is a fair payment to UP. UP’s position seems to be that the compensation is wholly inadequate
and, excluding adjustments for direct costs Metra would be assuming, Metra must pay more dollars in
absolute terms even while UP performs fewer services.

The second issue is the challenge of transferring approximately 850 unionized employees from UP to
Metra. UP’s proposed schedule does not take into consideration that there are seven collective
bargaining agreements (CBAs) governing UP’s unionized employees. Each CBA must be negotiated
and finalized with the respective unions before the employees can be transferred to Metra. While Metra
is in good faith negotiations with those unions, the process is governed by federal law and is not in
Metra’s control. Given that, and UP’s own intimate knowledge of the lengthy CBA negotiation
process, it is not reasonable for UP to unilaterally set such an accelerated schedule to stop providing
services necessary for the commuter operation.

Particularly troubling is UP’s stated intention to stop maintaining coaches and locomotives as of
October 31, 2020, in little more than three months. As UP is well aware, the coaches and locomotives
cannot be operated if they are not being maintained. Without coaches and locomotives, there is no
commuter service.

While UP has been clear that it wishes to transfer the commuter service to Metra, UP has also explicitly
stated its commitment to a seamless transition. To assure the commuting public that service will not



Cindy Sanborn
July 17,2020
Page 2

be interrupted, Metra is requesting that UP continue to maintain the coaches and locomotives, and
provide the other services currently under contract, until either: (1) the parties reach agreement to
transfer those services; or (2) UP elects to provide those services pursuant to its common carrier
obligation to operate the commuter service without the subsidy provided by Metra. Please confirm
that UP will continue to provide those services until one of those events occurs.

The transfer of approximately 850 unionized employees engaged in the complex provision of
commuter service does not happen as easily as throwing a railroad switch. On June 23, 2020, Metra
sent UP a detailed three-page list of the major tasks to be accomplished before UP can responsibly
transfer segments of the service to Metra. That list was discussed with UP line by line on June 24,
2020. The list is attached again for your convenience. Metra is asking UP to cooperate in good faith
to work through both that list and the other issues dividing the parties.

Metra continues to look forward to working through these issues and coming up with a fair negotiated
solution. Metra believes this will be an exciting new chapter in our relationship.

Sincerely,

James M. Derwinski
CEO/Executive Director



DRAFT: LIST SUBJECT TO CHANGE

Services Transfer Date

Services Transfer What needs to happen before transfer can occur?
(as stated by UP)
When does Metra take on additional police work?
Hiring of additional admin personnel as needed
7/1/2020 Revenue Accounting  Bank accounts set up
Work only, no Order deposit slips, stamps, money bags
personnel Instructions distributed to agents
Resources distributed to agents
Supply contracts transferred/ procured
AX set up to handle UP revenue
Abolish PAD positions
8/31/2020 Law and Claims
Passenger and Clearly defined process, procedures, designated point people
Collection Claims
Train Strikes Ongoing access to sites, documents, and employees, as needed
Satisfactory financial arrangements
9/30/2020 Ticket Agents Preparation (title preparation, negotiation, surveys, etc) and

transfer of UP stations/parking lots

Arrangement for station maintenance

Labor agreements

Transferring employee lists (contract and non-contract)
Hire/train crew calling staff

How will Stations FFA projects be handled? Need to reach
agreement

Receive and enter employee data into HR systems

Station leases for any UP Engr to remain

Receive and review all applicable training and work records
Employee drug tests/physicals, background checks??

HR plan for ethics/ state-mandated training

Any shared IT?

Any necessary easements for IT/Comm installation

Metra phones, other necessary equipment installed
Purchase and place AEDs, first aid kits, at manned stations
Wi-fi installation

Satisfactory financial arrangements

Manager cell phone distribution

10/31/2020 Mechanical Labor agreements
Car and Locomotive Preparation and transfer of UP property at Cal Ave, M19-A,
outlying yards, and associated yard tracks
Satisfactory financial arrangements
Define equipment and machinery ownership
Define equipment and machinery to transfer
Inventory taken and entered into AX
Rolling stock records entered into Maximo
Post-lease rolling stock inspection



DRAFT: LIST SUBJECT TO CHANGE

Services Transfer Date

Services Transfer What needs to happen before transfer can occur?
(as stated by UP)
When does Metra take on additional police work?
Hiring of additional admin personnel as needed
7/1/2020 Revenue Accounting  Bank accounts set up
Work only, no Order deposit slips, stamps, money bags
personnel Instructions distributed to agents
Resources distributed to agents
Supply contracts transferred/ procured
AX set up to handle UP revenue
Abolish PAD positions
8/31/2020 Law and Claims
Passenger and Clearly defined process, procedures, designated point people
Collection Claims
Train Strikes Ongoing access to sites, documents, and employees, as needed
Satisfactory financial arrangements
9/30/2020 Ticket Agents Preparation (title preparation, negotiation, surveys, etc) and

transfer of UP stations/parking lots

Arrangement for station maintenance

Labor agreements

Transferring employee lists (contract and non-contract)
Hire/train crew calling staff

How will Stations FFA projects be handled? Need to reach
agreement

Receive and enter employee data into HR systems

Station leases for any UP Engr to remain

Receive and review all applicable training and work records
Employee drug tests/physicals, background checks??

HR plan for ethics/ state-mandated training

Any shared IT?

Any necessary easements for IT/Comm installation

Metra phones, other necessary equipment installed
Purchase and place AEDs, first aid kits, at manned stations
Wi-fi installation

Satisfactory financial arrangements

Manager cell phone distribution

10/31/2020 Mechanical Labor agreements
Car and Locomotive  Preparation and transfer of UP property at Cal Ave, M19-A,
outlying yards, and associated yard tracks
Satisfactory financial arrangements
Define equipment and machinery ownership
Define equipment and machinery to transfer
Inventory taken and entered into AX
Rolling stock records entered into Maximo
Post-lease rolling stock inspection



Services Transfer Date
(as stated by UP)

DRAFT: LIST SUBJECT TO CHANGE

Services Transfer

What needs to happen before transfer can occur?

PTC interoperability

Terminate FFA

Receive and review all applicable training and work records
Transferring employee lists (contract and non-contract)
Receive and enter employee data into HR systems
Employee drug tests/physicals, background checks??
HR plan for ethics/ state-mandated training

Any shared IT?

Metra phones and computers installed

Procure program licenses for all new employees

Wi-fi installation

Any necessary easements for IT/Comm installation
Manager cell phone distribution

Hire/train timekeeper

Supply contracts transferred/ procured

Purchase and install timeclocks

Hire/train new trainers

11/30/2020

Engineering
Minimal services, "no
personnel"

Need to identify work scope at each site

Labor needs to be hired

Labor needs to be trained

Satisfactory financial arrangements

Preparation and transfer of any property used for maintenance
purposes

Define equipment and machinery to transfer

How will Engr/Yard Track FFA projects be handled?
Resolution of shared headquarter issues
Self-flagging agreement

Process for reasonable and timely Form B approval
Hire/train timekeeper

FRA notification of transferring work

Supply contracts transferred/ procured

Purchase and install timeclocks

Procure program licenses for all new employees

Receive and enter employee data into HR systems (TCU janitors)
Employee drug tests/physicals, background checks??

HR plan for ethics/ state-mandated training

Procure program licenses for all new employees

11/30/2020

Communication and
Telecom

Need to identify work scope at each site
Satisfactory financial arrangements

Labor needs to be assessed/hired/trained

Any shared IT?

Supply contracts transferred/ procured

Procure program licenses for all new employees



Services Transfer Date
(as stated by UP)

DRAFT: LIST SUBJECT TO CHANGE

Services Transfer

What needs to happen before transfer can occur?

Reasonable Time
following court ruling
(90 Days)

Train, Engine, and
Yard Employees

Labor agreements

Preparation and transfer of any property necessary for TE&Y
employees not already owned

Satisfactory financial arrangements

Receive and review all applicable training and work records
Metra management to become rules qualified

Hire/train crew calling staff

Hire/train new trainers

Hire/train timekeeper

Receive and enter employee data into HR systems
Employee drug tests/physicals, background checks??

HR plan for ethics/ state-mandated training

Procure program licenses for all new employees

Access to UP DOBs provided- if agents will relay, need to be
rules qualified

Cell phone distribution

Define equipment and machinery to transfer

Process to transfer HOS data

Notification to FRA

Supply contracts transferred/ procured

iPads purchased and distributed

AS NEEDED Timekeeping (services only, not personnel)
AS NEEDED Crew Management (services only, not personnel)
After TE&Y Transfer Law and Claims (See list above)

Remaining Claims
Types
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