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PAYMENT IN LIEU OF TAX AGREEMENT

THIS PAYMENT IN LIEU OF TAX AGREEMENT (the "Agreement"), dated as of July
1, 2016, is by and between the CITY OF HORNELL INDUSTRIAL DEVELOPMENT

AGENCY, a public benefit corporation duly existing under the laws of the State of New York

with offices at 40 Main Street, Hornell, New York 14843 (the "Agency") and GRAY

MANUFACTURING INDUSTRIES, L.L.C., a New York limited liability company with

offices at 6258 Ice House Road, Hornell, New York 14843 (the "Company") (the "Company").

WITNESSETH:

WHEREAS, the Agency was created by Chapter 670 of the Laws of 1974 of the State of

New York pursuant to Title I of Article 18-A of the General Municipal Law of the State of New

York (collectively, the "Act") as a body corporate and politic and as a public benefit corporation
of the State of New York; and

WHEREAS, the Company (for itself, an affiliate or an entity to be formed) has submitted

an application (the "Application") to the Agency requesting the Agency's assistance with a
certain project (the "Project") consisting of: (i) the acquisition by the Agency of a leasehold
interest in a parcel (or parcels) of land located at 6270 Ice House Road, in the City of Hornell,

Steuben County, New York (the "Land") the existing improvements located thereon, if any (the
"Existing Improvements"; and, together with the Land, the "Facility"); and (ii) the lease of the
Facility by the Agency to the Company to be used by the Company to supply goods and
technical services to the transit industry and refurbish rail cars; and

WHEREAS, in order to induce the Company to under the Project, the Agency is willing
to take a leasehold interest in the Land, the Existing Improvements and the equipment
constituting the Facility pursuant to the terms of a certain lease agreement, dated as of July 1,

2016, by and between the Company, as lessor, and the Agency, and lessee (the "Lease

Agreement"), and lease the Land, the Existing Improvements and the equipment constituting the
Facility back to the Company pursuant to the terms and conditions of a certain leaseback

agreement dated as of July 1, 2016 (the "Leaseback Agreement"); and

WHEREAS, pursuant to Section 874(1) of the Act, the Agency is exempt from the
payment of taxes imposed upon real property and improvements owned by it or under its

jurisdiction, control or supervision, other than special ad valorem levies, special assessments and
service charges against real property which are or may be imposed for special improvements or
special district improvements; and

WHEREAS, the Agency and the Company deem it necessary and proper to enter into an

agreement making provisions for payments in lieu of taxes by the Company to the Agency for
the benefit of Steuben County (the "County"), the City of Hornell (the "City"), and the Hornell

City School District (the "School District" and, collectively with the County and the City, the
"Affected Tax Jurisdictions").
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NOW, THEREFORE, in consideration of the covenants herein contained and other good

and valuable consideration the receipt and sufficiency of which are hereby acknowledged, it is
mutually agreed as follows:

Section 1 - Payment in Lieu of Ad Valorem Taxes:

Section 1.1 A. Section 1.1 A. Subject to the completion and filing by the
taxable status date (January 1, 2017) (the "Taxable Status Date") of New York State Form RP-

412-a "Application For Real Property Tax Exemption" (the "Exemption Application") under
Section 412-a of the New York State Real Property Tax Law and Section 874 of the Act and the

approval of the Exemption Application by the appropriate assessors or Board of Assessment

Review, the Facility shall be exempt from Real Estate Taxes commencing with the 2016-2017

City tax year, the 2016-2017 School District tax year and the 2016 County tax year. For

purposes of the foregoing "Real Estate Taxes" means all general levy real estate taxes levied
against the Facility by the City, County and School District. The Company shall provide to the

Agency with the information necessary for the completion and filing of the Exemption
Application and shall provide such additional information and take such actions as are required
by the appropriate assessors or Board of Assessment Review to process and approve the

Exemption Application. Notwithstanding anything contained herein or in that certain Leaseback
Agreement to the contrary, in the event the exemption from Real Estate Taxes is denied for any

reason, the Company shall pay (and hereby agrees to pay) all Real Estate Taxes levied upon the

Facility as they become due. After giving written notice to the Agency, the Company may in
good faith contest the denial of the Exemption Application, provided that (i) the overall
operating efficiency of the Facility is not impaired and the Facility continues to qualify as a
"project" under the Act; (ii) neither the Facility nor any part of or interest in it would be in any

danger of being sold, forfeited or lost; or (iii) neither the Company nor the Agency, as a result of

such contest, shall be in any danger of any civil or criminal liability. The Company hereby
waives any claim or cause of action against the Agency, and releases the Agency from any liability

to the Company, arising from the denial of an exemption from Real Estate Taxes except to the

extent that such denial results solely from the failure of the Agency to file the Exemption

Application with the appropriate assessors or Board of Assessment Review by the Taxable Status

Date.

an

B. Payee. For the term of this Agreement, the Company agrees to pay annually on
July 31 of each year to the Agency at 40 Main Street, Hornell, New York 14843, or at such other

address as shall be designated from time to time by the Agency, on behalf of the Affected Tax

Jurisdictions and as a payment in lieu of taxes, commencing on or before July 31, 2016.
amount equal to the Total PILOT Payment. The Total PILOT Payment shall be calculated

described on Schedule A attached hereto and made part hereof. The Company shall make all

such payments regardless of whether the Agency, the Affected Tax Jurisdictions or any other
party invoices therefor.

as

The parties agree and acknowledge that payments made hereunder are to obtain revenues
for public purposes, and to provide a revenue source that the Affected Tax Jurisdictions would

otherwise lose because the subject parcels are not on the tax rolls.
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