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February 24, 1989 

Secretary of the Interstate 
Comznerce Conmiission 

Washington, D.C. 20423 

Re: T r a n s m i t t a l L e t t e r fo r Recorda t ion of S e c u r i t y 
Agreement 

Dear S i r : 

Enclosed herewith for recordation with the Interstate 
Coinmerce Commission pursuant to 49 U.S.C. Section 11303 and 49 
C.F.R. Part 1002 are two originally executed copies of the 
Security Agreement(NM-1), dated as of February 24, 1989 between 
The Connecticut Bank and Trust Company, National Association and 
NEMLC Leasing Corporation. 

Also enclosed is a check for $52 in payment of the > 
recordation fee for this and three other documents being file^ 
with your offices today, as required by 49 C.F.R. Section 1002. 

The foregoing agreement concerns box hopper barges with 
roll top covers, each of approximately 1223.97 gro£4î tons and 
approximately 1223 net tons builiyby Dravo Corporat^^^ at Neville 
Island, Pennsylvania. i •* 

Please record the foregoing agreement pursuant to 49 
U.S.C. Section 11303 and 49 C.F.R', Part 1002 and return one 
original of each document to Michael E. Thoyer, Esq., Morgan, 
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Lewis & Bockius, 101 Park Ayenue, New York, New York 10178. 

Very truly yours, 

THE CONNECTICUT BANK AND TRUST 
COMPANY, NATIONAL ASSOCIATION 

Title: / ^ / ^ / ^ 

Addresses of Parties to the above-described Security 
Agreement: 

Owner Trustee -

The Connecticut Bank and Trust Company, 
National Association 

One Constitution Plaza 
Hartford, Connecticut 06115 

Secured Party -

NEMLC Leasing Corporation 
28 State Street 
P.O. Box 2332 
Boston, Massachusetts 02109 

Summary of Security Agreement: 

Security for repayment of loan to finance the purchase 
of Owner Trustee's U.S. Government Guaranteed Ship 
Financing Bonds, DMC 2 Series, and other described 
purposes. The security agreement covers forty (40) box 
hopper barges named DM 3001 through DM 3040, which are 
subject to a bareboat charter from the Owner Trustee to 
National Marine, Inc. 

CA 
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INTERSTATE COMMERCE OOUUiSSIOtt 

SECURITY AGREEMENT 

Dated as of February 24, 1989 

between 

THE CONNECTICUT BANK AND TRUST COMPANY, NATIONAL ASSOCIATION 
acting not in its individual capacity 
but solely as owner trustee under the 
Trust Agreement referred to herein, 

Shipowner 

and 

NEMLC LEASING CORPORATION, 
Loan Participant 

20 Box Hopper Barges 
With Roll Top Covers 

(NM-1) 

Filed and recorded with the Interstate Commerce Commission 
pursuant to 49 U.S.C. S 11303 on February , 1989 at 
recordation number 



SECURITY AGREEMENT 

Special Provisions 

20 Box Hopper Barges 
With Roll Top Covers 

THIS SECURITY AGREEMENT dated as of February 24, 1989 

between THE CONNECTICUT BANK AND TRUST COMPANY, NATIONAL 

ASSOCIATION, a national banking association, acting not in its 

individual capacity but solely as owner trustee under the Trust 

Agreement dated as of April 1, 1981/ as amended, between it and 

New England Merchants Leasing Corporation B-7, and NEMLC LEASING 

CORPORATION, a Massachusetts corporation. 

RECITALS: 

A. As provided in Article Second hereof, the terms 

used herein which are defined in Schedule X hereto or by 

reference to other agreements or instruments shall, unless 

otherwise defined herein, have the respective meanings stated in 

Schedule X or such other agreements or instruments. 

B. The Shipowner is the owner of twenty (20) box 

hopper barges named DM 2801 through DM 2820 (the "Vessels") and 

has bareboat chartered the Vessels to National Marine, Inc (under 

its former name Dravo Mechling Corporation) pursuant to a 

Bareboat Charter dated as of April 1, 1981 (as the same has been 

and from time to time hereafter may be amended, supplemented or 

restated, the "Charter"); 



C. The Shipowner financed the purchase of the Vessels 

with the proceeds of a loan from Pittsburgh National Bank. Such 

loan was refinanced in March 1982 with the proceeds of the 

Shipowner's United States Government Guaranteed Ship Financing 

Bonds, DMC 1 Series, bearing interest at the rate of 15.05% per 

annum and maturing on December 31, 2003 (the "Bonds"). 

D. In order to finance the purchase of the Bonds by 

the Shipowner from the holder thereof, the Shipowner has duly 

authorized the issuance of the 13.05% Secured Notes due 

December 31, 2000 (the "Secured Notes") in an aggregate principal 

amount of $3,216,000; and 

E. The Shipowner is entering into this Security 

Agreement to secure the payment of the Secured Notes and for the 

other purposes hereinafter set forth. 

NOW, THEREFORE, in consideration of the premises, of the 

mutual covenants herein contained, and of other good and valuable 

consideration, the receipt and adequacy of which the parties 

hereby acknowledge, and in order to provide security to the Loan 

Participant for the payment of the Secured Notes and the payment 

and performance of the other obligations and liabilities to the 

Loan Participant referred to herein: 
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GRANTING CLAUSE 

In order to create a present and continuing security 

interest in the Loan Participant, the Shipowner does hereby 

grant, sell, convey, assign, transfer, mortgage, pledge, set over 

and confirm unto the Loan Participant all of its right, title and 

interest in and to, as the case may be, all of the following: 

I. The Construction Contract, all other contracts (if 

any) relating to the construction of the Vessels, and all moneys 

payable to the Shipowner under any thereof. Said right, title 

and interest are hereinafter referred to, collectively, as the 

"Rights Under the Construction and Related Contracts". 

II. The Charter and all moneys payable to the Shipowner 

thereunder (excluding, however any moneys constituting 

Supplemental Hire which are payable to the Shipowner pursuant to 

the Participation Agreement or the Refinancing Agreement). Said 

right, title and interest in and to the Charter and all moneys 

payable thereunder are herein referred to, collectively, as the 

"Rights Under the Charter." 

III. All Liquid Investments (as defined in the 

Collateral Mortgage (as defined in its Charter)) and amounts on 

deposit in the Security Deposit Account (as defined in the 

Collateral Mortgage) created under Section 3.6 of the Collateral 

Mortgage. 

-3-



IV. All Shipowner's right, title and interest in, to 

and under any Acceptable Credit Support (as defined in the 

Collateral Mortgage) that has been delivered to the Shipowner 

pursuant to the Collateral Mortgage. 

The Loan Participant shall have as further security: 

V. The Mortgage. 

VI. Assignment of First Preferred Fleet Mortgage (as 

defined in the Charter). 

VII. Assignment of Second Preferred Fleet Mortgage (as 

defined in the Charter). 

The right, title and interest of the Loan Participant 

mentioned in paragraphs I through VII are hereinafter 

collectively called the "Security". The Loan Participant shall 

hold the Security as collateral security for the payment and 

performance of all the obligations and liabilities of the 

Shipowner under the Secured Notes and this Security Agreement. 

Irrespective of the foregoing, (1) the Shipowner shall 

remain liable to perform whatever obligations it may have under 

the above-mentioned contracts, and the Loan Participant shall 

not, by virtue of this Security Agreement, have any obligations 

under any of such contracts, except as expressly provided 

therein, or be required to make any payment owing by any of the 
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parties thereunder; (2) except during any period beginning when 

each party to any contract or assignment included in the Security 

shall have received written notice from the Loan Participant as 

to the existence of a Default hereunder and continuing until the 

Loan Participant shall have notified in writing such persons that 

such Default has been cured or waived, the Shipowner shall be 

entitled to exercise all of its rights under each of such 

contracts, and to receive all of the benefits accruing to them 

thereunder as if the foregoing were not applicable, except the 

right to receive all moneys included in the Security, all of 

which shall be paid to the Loan Participant for application as 

provided in this Security Agreement; and (3) the Shipowner shall 

have the right at all times, after written notice to the Loan 

Participant, to make any claim or institute any action to enforce 

payment in full of amounts due to the Shipowner under the Charter 

in any instance where the Charterer or the Shipowner has paid an 

amount sufficient to cover the interest and principal then due on 

the Secured Notes but the Charterer has paid less than the total 

amount due as Basic Charter Hire or otherwise due and payable by 

the Charterer under the Charter. 

The Shipowner and the Loan Participant agree that the 

Security is to be held by the Loan Participant subject to the 

further agreements and conditions hereinafter set forth. 
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ARTICLE FIRST 

INCORPORATION OF EXHIBIT 1 BY REFERENCE 

This Security Agreement shall consist of two parts: 

these Special Provisions and the General Provisions attached 

hereto as Exhibit 1, made a part of the Security Agreement and 

incorporated herein by reference. 

ARTICLE SECOND 

DEFINITIONS 

For all purposes of this Security Agreement, unless 

otherwise expressly provided or unless the context otherwise 

requires: 

1. All references herein to Articles, Sections or 

other subdivisions, unless otherwise specified, refer to the 

corresponding Articles, Sections and other subdivisions of the 

Special Provisions or the General Provisions of the Security 

Agreement. Where a provision of the General Provisions has been 

modified or superseded by a provision of the Special Provisions, 

all references to the modified or superseded sections shall be 

deemed to refer to such sections as so modified or superseded; 

2. The terms "hereof", "herein", "hereby", "hereto", 

"hereunder" and "herewith" refer to this Security Agreement; and 
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3. The capitalized terms used herein which are defined 

in Schedule X to this Security Agreement or by reference therein 

to other instruments or forms of instruments, as such capitalized 

terms may be amended from time to time in accordance with the 

provisions of this Security Agreement, shall have the respective 

meanings stated in Schedule X or such other instruments. 

ARTICLE THIRD 

ADDITIONS, DELETIONS AND AMENDMENTS TO EXHIBIT 1 

A. Concerning Certain Terms. 

1. Wherever the same shall appear in Exhibit 1 hereto: 

a. the terms "Secretary", "Secretary of Commerce" 

and "Secretary of Transportation" and (in Section 2.07(i) and 

2.07(m) only) the term "United States" shall be deemed to 

mean and refer to the Loan Participant; 

b. the term "Secretary's Note" and the term 

"Obligations" shall be deemed to mean and refer to one or 

more of the Secured Notes, as the context shall require; 

c. the term "Increased Security" shall be deemed 

to mean and refer to the Security; and 
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d. the term "Ship Mortgage Act, 1920, as amended" 

shall be deemed to mean and refer to Chapter 313. 

2. Wherever the same shall appear in Exhibit 1 hereto, 

the following terms, together with any provisions relating solely 

and expressly thereto, shall be disregarded as inapplicable to 

the transactions contemplated by this Security Agreement, and 

shall be deemed to be deleted (including, in each case, 

references to any articles, sections, paragraphs or other 

provisions thereof)' "Depository Agreement", "Indenture", "Title 

XI Reserve Fund and Financial Agreement", "Authorization 

Agreement" and "Guarantees". 

B. Concerning Section 2.02. Section 2.02 of Exhibit 1 

hereto is hereby amended by deleting it in its entirety and 

substituting therefor the following: 

"Section 2.02. Concerning Citizenship. The 
Shipowner shall not, and shall not permit any 
charterer (including the Charterer) or subcharterer 
of any Vessel to, enter into any demise charter or 
demise subcharter with respect to any Vessel (other 
than the Charter) or any time charter or time 
subcharter of more than six months duration with 
respect to any Vessel unless (i) the Shipowner 
shall have submitted to the Loan Participant, prior 
to the effective date of such charter or 
subcharter, a letter or other written statement 
stating that the charterer or subcharterer is a 
citizen of the United States within the meaning of 
Section 2 of the Shipping Act, 1916, as amended, or 
(ii) in the event the charterer or subcharterer 
under any such time charter or time subcharter is a 
noncitizen, approval pursuant to Sections 9 and 41 
(and 37 if applicable) of the Shipping Act, 1916, 
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as amended, shall have been obtained from the 
Secretary of Transportation prior to the effective 
date of such time charter or time subcharter." 

C. Concerning Section 2.04. Section 2.04 of Exhibit 1 

hereto is hereby amended as follows: 

1. by deleting that portion of paragraph (a) preceding 

the proviso clause and substituting therefor the following: 

"Section 2.04. (a) Title to and Possession of 
the Vessels. The Shipowner represents that the 
Charterer has agreed in Section 6(d) of the Charter 
that it will take such action as may be necessary 
duly to discharge or eliminate or bond any Lien on 
any Vessel or any part thereof not excepted in such 
Section 6(d) if the same shall arise at any time 
before the expiration or termination of the Charter 
Period. The Shipowner is the sole owner of the 
whole of each Vessel free from any Liens (1) 
voluntarily created or incurred by the Shipowner or 
any Affiliate of the Shipowner, other than this 
Security Agreement, the Mortgage and the Charter, 
or (2) arising as a result of claims against the 
Shipowner or any Affiliate of the Shipowner not 
related to the Shipowner's ownership of any of the 
Vessels or its administration of the Trust 
Estate. The Shipowner agrees to warrant and defend 
the title and possession of each Vessel and every 
part thereof against the claims and demands of all 
persons whomsoever arising as the result of any 
Liens of the character described in the immediately 
preceding sentence arising at any time; 

2. by deleting Sections 2.04(a)(1)(A) through 

2.04(a)(1)(C) and substituting therefor the following: 

"(A) to liens for Crew's Wages, for salvage 
(including contract salvage) or for general average 
which are: (i) not yet due and payable, or (ii) 
either unclaimed or covered by insurance, or (iii) 
being contested by appropriate proceedings 
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diligently conducted so long as such proceedings do 
not involve a significant risk of a sale, 
forfeiture or loss of any Vessel; 

(B) to contract and tort liens arising out of 
or incident to current operations of, or repairs 
to, any Vessel (except for liens for Crew's Wages, 
salvage and general average) which are subordinate 
to the lien of the Mortgage or covered by insurance 
or includible in any deductible applicable thereto, 
and which are: (i) based on claims not yet due and 
payable, or (ii) being contested by appropriate 
proceedings diligently conducted so long as such 
proceedings do not involve a significant risk of a 
sale, forfeiture or loss of any Vessel; 

(C) [Omitted];"; 

3. by fixing the amount of- liens permitted under 

Section 2.04(a)(1)(E) at $25,000 with respect to each Vessel and 

$200,000 in the aggregate for all of the Vessels and by deleting 

in said Section clause (i); 

4. by deleting Section 2.04(a)(1)(H) and substituting 

therefor the following: 

"(H) to mortgages and charters to the extent 
permitted by paragraph (b) of this Section 2.04;"; 

5. by inserting in Section 2.04(b) at the end of 

clause (i) the phrase ", any subcharters in accordance with the 

express provisions of Section 18 of the Charter (subject to the 

provisions of Section 2.02), or any sales or transfers in 

accordance with the express provisions of Section 8(c), 14, 17 or 

28 of the Charter," and by inserting "or appointments of 

successor trustees" after "consolidations"; 
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6. by deleting Section 2.04(c) and Section 2.04(d)(1); 

7. by deleting Section 2.04(d)(2) and substituting 

therefor the following: 

"(2) Neither the Shipowner, any charterer, the 
master of any Vessel, nor any other Person has or 
shall have any right, power or authority, without 
the prior written consent of the Loan Participant, 
to create, incur or permit to be placed or imposed 
on any Vessel any Lien except (A) the Mortgage, (B) 
the Charter and any Liens permitted thereunder 
(excluding Liens referred to in the second and 
third sentences of Section 2.04(a) hereof or in 
Section 17 of the Participation Agreement), (C) the 
Liens permitted on and after the Delivery Date by 
Section 2.04(a), except, during the Charter Period, 
any Liens required to be discharged or eliminated 
or bonded by the Charterer pursuant to Section 6(d) 
of the Charter, and (D) the charters and 
subcharters permitted by Section 2.04(b). The Loan 
Participant hereby consents to other Liens incident 
to current operations and (subject to the 
provisions of Section 2.02) any subcharters of any 
Vessel permitted under the Charter."; 

8. by deleting Section 2.04(e) and substituting 

therefor the following: 

"(e) Documentation of the Vessels. The 
Shipowner represents that the Charterer has agreed 
in the Charter to maintain throughout the Charter 
Period the documentation of each Vessel in the 
Shipowner's name under the laws and flag of the 
United States in accordance with the terms of the 
Charter. The Shipowner agrees to execute such 
documents and furnish such information as the 
Charterer may reasonably require to enable the 
Charterer to maintain such documentation."; 

9. by deleting Section 2.04(h) and substituting 

therefor.the following: 
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"(h) Condition and Maintenance of Vessels. 
Section 7 of the Charter is incorporated herein by 
reference as though such Section 7, as incorporated 
herein, shall be Section 2.04(h); provided, 
however, that if the obligations specified in such 
Section 7 (except the first sentence thereof) shall 
not be performed and shall not be deemed to have 
been performed pursuant to Section 2.16, such non­
performance shall constitute the basis for a 
Default hereunder." 

D. Concerning Section 2.06. Section 2.06 of Exhibit 1 

hereto is hereby amended by deleting it in its entirety and 

substituting therefor the following: 

"Section 2.06. Execution and Delivery of the 
Mortgage and Certain Assignments. On the date 
hereof, the Shipowner shall execute and deliver the 
Mortgage, the Assignment of First Preferred Fleet 
Mortgage and the Assignment of Second Preferred 
Fleet Mortgage, respectively, to the Loan 
Participant and the Shipowner shall file, record or 
cause to be recorded such instruments in the proper 
office of the United States Coast Guard." 

E. Concerning Section 2.07. Section 2.07 is hereby 

amended by deleting it in its entirety'. The shipowner shall keep 

the Vessels insured in accordance with the requirements set forth 

in Section 9 of the Charter, to the same extent as if said 

Section 9 had been set forth at length herein, and all of the 

provisions of said Section 9 are hereby incorporated herein by 

reference. 

F. Concerning Section 2.08. Section 2.08 of Exhibit 1 

hereto is hereby amended by deleting the phrase "in connection 
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with the performance of his duties and functions under the Act 

and". 

G. Concerning Section 2.09. Section 2.09 of Exhibit 1 

hereto is hereby amended by deleting it in its entirely and 

substituting therefor the following: 

"Section 2.09. Event of Loss. Upon the occurrence 
of an Event of Loss with respect to any Vessel or (if 
the Charterer elects to pay Stipulated Loss Value with 
respect thereto in accordance with the second paragraph 
of Section.14(b) of the Charter) any Cover -

(1) The Shipowner shall promptly after 
obtaining Actual Knowledge thereof give written notice 
thereof to the Loan Participant; 

(2) The Shipowner shall promptly pay all 
amounts it receives by reason of such Event of Loss to 
the Loan Participant; and 

(3) On the date on which all amounts which are 
reasonably expected to be received by the Loan 
Participant in connection with any such Event of Loss 
(whether from the Shipowner pursuant to the foregoing 
subparagraph (2), from any insurer, from a government or 
governmental body, from the Charterer, or otherwise) 
shall have been received by the Loan Participant or on 
which the Loan Participant shall have received amounts 
in connection therewith which are sufficient for the 
payment in full of the amounts referred to in subclause 
(A)(x) of this subparagraph (3), (A) if there is no 
existing Default, the Loan Participant shall (x) apply 
such amounts to the payment of the Proportionate Part of 
the outstanding Secured Notes and interest accrued and 
unpaid on such Proportionate Part to the date of such 
payment, and (y) pay the balance, if any, to the 
Shipowner, or (B) if there is an existing Default, the 
Loan Participant shall apply such amounts as provided in 
Section 6.05; 

provided that, irrespective of the foregoing, (i) the 
Shipowner shall not be required to pay to the Loan 
Participant pursuant to the foregoing subparagraph (2) 
an amount which, together with funds held by the Loan 
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Participant and available for the payment of Secured 
Notes is in excess of that required for the prepayment 
of the Proportionate Part of the outstanding Secured 
Notes and for the payment to the Loan' Participant of all 
other sums then due and payable that may be secured by 
this Security Agreement and the Mortgage, and (ii) if 
the Shipowner considers the amount tendered to the 
Shipowner on account of any such Event of Loss to be 
unsatisfactory, the Shipowner shall have the right to 
contest the same by judicial or other'proceedings."; 

H. Concerning Section 2.10. Section 2.10(a) of 

Exhibit 1 hereto is hereby deleted in its entirety. 

I. Concerning Section 2.11. Section 2.11 of Exhibit 1 

hereto is hereby amended by inserting the words and punctuation 

", or cause to be complied with and satisfied," after the phrase 

"comply with and satisfy" therein. 

J. Concerning Section 2.12. Section 2.12 of Exhibit 1 

hereto is hereby amended as follows: 

1. by deleting the first paragraph thereof in its 

entirety; 

2. by deleting all the material in the second 

paragraph thereof after the phrase "nine inches high," and 

substituting therefor the phrase "shall be prominently placed on 

board each of the Vessels and incorporated on a durable plate."; 

and 

3. the notice of mortgage referred to in the second 

paragraph thereof shall read as set forth in Section 4 of the 
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Charter during the Charter Period, and thereafter shall be 

appropriately modified to delete references to the Charter. 

K. Concerning Section 2.16. Article II of Exhibit 1 

hereto is hereby amended by adding a new Section 2.16 to read as 

follows: 

"Section 2.16. Performance by Charterer. The 
obligations of the Shipowner under sections 2.04 (except 
with respect to the title to the Vessels and 
clause (b)), 2.07, 2.09(1), 2.11 and 2.12 hereof shall 
be deemed in all respects satisfied by the Charterer's 
performance thereof. The Shipowner shall not have any 
responsibility for the failure to perform such 
obligations, irrespective of whether the Charter is in 
effect, but, if the Shipowner's failure to perform such 
obligations, but for this Section 2.16, would have 
constituted the basis for a Default under Article VI, 
then the failure of both the Shipowner and the Charterer 
to perform such obligations shall constitute the basis 
for such Default." 

L. Concerning Articles III, IV and V. Articles III, 

IV and V of Exhibit 1 hereto are hereby deleted in their 

entireties and the following Articles III, IV and V are 

substituted therefor: 

"ARTICLE III 
THE SECURED NOTES 

Section 3.01. Form of Secured Notes. The Secured 
Notes shall be substantially in the form set forth in 
Exhibit 2 hereto, with such appropriate insertions, 
omissions, substitutions and other variations as are 
required or permitted by this Security Agreement or as 
may, consistently herewith, be determined by any officer 
executing such Secured Notes, as evidenced by his 
execution thereof. 
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Section 3.02. Terms. The aggregate principal 
amount of Secured Notes which may be issued and 
delivered under this Security Agreement is limited to an 
amount not to exceed $3,216,000 (except for Secured 
Notes issued in lieu of other Secured Notes pursuant to 
Section 3.04 hereof). Each Secured Note shall bear 
interest and be payable as provided in the form thereof 
set forth in Exhibit 2 hereto. The Secured Notes shall 
be subject to prepayment as provided in Sections 2.09 
and Article IV hereof. 

Section 3.03. Execution and Dating of Secured 
Notes. The Secured Notes shall be executed on behalf of 
the Shipowner by the manual signature of a duly 
authorized officer of the Shipowner. Each Secured Note 
shall be dated the date on which such Secured Note is 
issued. 

Section 3.04. Mutilated, Destroyed, Lost or Stolen 
•Secured Notes. If (i) any mutilated Secured Note is 
surrendered to the Shipowner or (ii) satisfactory 
evidence of the destruction, loss or theft of any 
Secured Note is presented to the Shipowner and there is 
delivered to the Shipowner a written undertaking of the 
Loan Participant to hold the Shipowner and the Security 
harmless, the Shipowner shall execute and deliver to the 
Loan Participant, in exchange for any such mutilated 
Secured Note or in lieu of any such destroyed, lost or 
stolen Secured Note, a new Secured Note of like tenor, 
date and principal amount bearing a number not 
contemporaneously outstanding. Upon the issuance of any 
new Secured Note under this Section 3.04, the Shipowner 
may require the payment of a sum sufficient to cover any 
tax or other governmental charge that may be imposed in 
relation thereto and any other expenses connected 
therewith. The provisions of this Section 3.04 are 
exclusive and shall preclude (to the extent lawful) all 
other rights and remedies with respect to the 
replacement or payment of mutilated, destroyed, lost or 
stolen Secured Notes. 

Section 3.05. Payments Only from Security; Rights 
and Liabilities of the Shipowner, Etc. Notwithstanding 
any other provision of this Security Agreement, all 
payments of principal and interest to be made on the 
Secured Notes and all payments to be made under this 
Security Agreement or the Mortgage shall be made only 
from the income and proceeds of the Security and only to 
the extent that the Shipowner shall have actually 
received sufficient income or proceeds from the Security 
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to make such payments in accordance with the terms 
hereof. The Loan Participant agrees that it will look, 
as against the Shipowner and the Owner Participant, 
solely to the income and proceeds from the Security to 
the extent available for distribution to it as herein 
provided, and that neither the Shipowner nor any 
Affiliate of the Shipowner nor the Owner Participant nor 
any Affiliate of the Owner Participant is personally 
liable to the Loan Participant for any amounts payable 
under any Secured Note or this Security Agreement or the 
Mortgage, nor to return any sums properly distributed to 
the Shipowner in accordance with the terms of this 
Security Agreement. 

The Connecticut Bank and Trust Company, National 
Association, is not a fiduciary for the Loan 
Participant, and shall not be answerable or accountable 
or liable in its individual capacity under this Security 
Agreement or under the Mortgage or the Secured Notes to 
the Loan Participant or any other person under any 
circumstances, except for its own willful misconduct or 
gross negligence or as otherwise expressly provided in 
the Participation Agreement. The Connecticut Bank and 
Trust Company, National Association, acts hereunder 
solely as owner trustee under the Trust Agreement, and 
reference is made to the Trust Agreement and to the 
Participation Agreement for a description thereunder of 
the rights, duties and authority of The Connecticut Bank 
and Trust Company, National Association. 

ARTICLE IV 
PREPAYMENT OF SECURED NOTES 

Section 4.01. Applicability of Article. 
Prepayment of the Secured Notes as required or permitted 
by any provision of this Security Agreement or of the 
Secured Notes shall be made in accordance with this 
Article IV. The Secured Notes shall be prepaid at the 
principal amount thereof plus interest accrued and 
unpaid thereon to the date of prepayment and without 
premium, as follows: (a) in whole or in part as provided 
in Section 2.09 following an Event of Loss referred to 
therein, (b) in whole or in part in the event of 
termination of the Charter with respect to any Vessels 
as provided in Section 17 thereof, (c) in part in the 
event of a sale of any Covers as provided in Section 
8(c) of the Charter and (d) in whole or in part at the 
option of the Shipowner as provided in Section 4.05. 
The aggregate principal amount of Secured Notes to be 
prepaid as described in clause (b) or (c) shall be the 
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Proportionate Part of the outstanding Secured Notes in 
respect of the Vessels or Covers involved. 

Section 4.02. Prepayment Dates; Notices. The 
prepayment date for Secured Notes to be prepaid as 
described in Section 4.01(a) shall be the date specified 
in clause (3) of Section 2.09; the prepayment date for 
Secured Notes to be prepaid as described in Section 
4.01(b) shall be the Termination Date as provided in 
Section 17 of the Charter (but only if the Charter shall 
in fact be terminated as to any Vessels in accordance 
with Section 17 thereof); the prepayment date for 
Secured Notes to be prepaid as described in Section 
4.01(c) shall be the date on which the Covers are sold 
as provided in Section 8(c) of the Charter; and the 
prepayment date for Secured Notes to be prepaid as 
described in Section 4.01(d) shall be the date specified 
by the Shipowner pursuant to Section 4.05. Notice of 
any prepayment described in Section 4.01(b), (c) or (d) 
shall be given to the Loan Participant by or on behalf 
of the Shipowner not less than ten days prior to any 
such prepayment except that no prior notice shall be 
required in the case of any prepayment described in 
Section 4.01(d) if an Event of Default shall have 
occurred and be continuing under the Charter. Any such 
notice shall state the prepayment date, the principal 
amount of each Secured Note to be prepaid, the amount of 
interest which shall have accrued and be unpaid on the 
prepayment date and, in the case of prepayment in whole, 
the place or places where the Secured Notes may be 
surrendered. In the event of any change in any of the 
information stated in any such notice for any reason, 
the Shipowner shall give or cause to be given notice 
thereof to the Loan Participant promptly after the 
Shipowner obtains Actual Knowledge of such change. 

Section 4.03. Deposit of Funds. At or before 12:00 
noon Boston time on any prepayment date, the Shipowner 
shall cause to be deposited with the Loan Participant 
immediately available funds in an amount which, together 
with other funds held by the Loan Participant and 
available for application to such prepayment pursuant to 
the provisions hereof, shall be sufficient to make such 
prepayment. 

Section 4.04. Secured Notes Payable on Prepayment, 
(a) In the case of prepayment in part, the Secured Notes 
shall become due and payable ratably, without priority 
of one over the other, in the proportion that the 
aggregate principal amount to be prepaid bears to the 
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aggregate principal amount of all Secured Notes then 
outstanding, together with interest accrued and unpaid 
on the principal amount prepaid to the date of such 
prepayment. Prepayment shall be made without 
presentment of the Secured Notes and from and after such 
date the Secured Notes shall cease to bear interest on 
the amount of principal so prepaid. 

(b) In the case of prepayment in whole, the 
Secured Notes shall become'due and payable on the 
prepayment date, together with interest accrued and 
unpaid on the principal amount prepaid to the date of 
such prepayment and from and after such date the Secured 
Notes shall cease to bear interest. Promptly upon such 
prepayment, the Loan Participant shall surrender the 
Secured Notes to the Shipowner in accordance with the 
instructions of the Shipowner. 

(c) If any Secured Note to be prepaid in part 
or in whole shall not be paid as aforesaid, the 
principal amount thereof to have been prepaid and 
interest thereon, to the extent permitted by applicable 
law, shall bear interest from the prepayment date until 
paid at the Default Rate, unless such prepayment is an 
optional prepayment pursuant to Section 4.05 and the 
Shipowner shall not have deposited funds in accordance 
with Section 4.03, in which case the proposed prepayment 
shall be nullified. 

Section 4.05. Optional Prepayment of Secured 
Notes. Upon the notice and in the manner and with the 
effect provided in this Article IV, the Secured Notes 
may be prepaid at any time in whole or at any time and 
from time to time in part, at the option of the 
Shipowner, at the unpaid principal amount to be so 
prepaid together with interest, if any, on such amount 
accrued and unpaid to the date fixed for prepayment and 
without premium upon notice given by the Shipowner to 
the Loan Participant not less than ten days prior to the 
date specified in such notice as the prepayment date, 
except that no prior notice shall be required if an 
Event of Default shall have occurred and be continuing 
under the Charter. 

Section 4.06. Installments after Prepayment in 
Part. In the case of any prepayment in part, the amount 
of each installment of principal in respect of each 
Secured Note becoming due thereafter shall be 
recalculated by the Loan Participant to reflect such 
prepayment in part, and shall in each case be equal to 
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the amount obtained by multiplying the principal amount 
which would have been payable in respect of such Secured 
Note by a fraction, the numerator of which is the 
aggregate unpaid principal amount of Secured Notes 
outstanding immediately after such prepayment in part 
and the denominator of which is the aggregate unpaid 
principal amount of Secured Notes outstanding 
immediately preceding such prepayment in part (such 
adjustments to be cumulative in the case of more than 
one prepayment in part); provided, however that the 
final installment of interest and principal shall be in 
an amount sufficient to discharge interest accrued and 
unpaid on such Secured Note and the unpaid principal 
thereof. The Loan Participant shall send notice of each 
such recalculation to the Shipowner and the Charterer. 

ARTICLE V 
RECEIPT AND APPLICATION OF FUNDS 

Section 5.01^ Distribution of Basic Charter Hire. 
Except as otherwise provided in Section 6.05 hereof, 
each installment of Basic Charter Hire received by the 
Loan Participant shall be applied by the Loan 
Participant as follows: 

First, so much of such amounts as shall be 
required to pay the principal of and accrued interest on 
the outstanding Secured Notes then due and payable shall 
be distributed to the Loan Participant for application 
to such payment; and 

Second, the balance, if any, of such amounts 
remaining thereafter shall be paid to the Shipowner. 

Section 5.02. Distribution of Payments Received 
Pursuant to Section 2.09 or 4.05 of this Security 
Agreement or Section 17 or 8(c) of the Charter. Except 
as otherwise provided in Section 6.05 hereof, any 
amounts received by the Loan Participant as contemplated 
by Section 2.09 or 4.05 hereof, or as a result of a 
termination of the Charter as to any Vessel pursuant to 
Section 17 of the Charter, or as a result of a sale of 
any Cover pursuant to Section 8(c) of the Charter, shall 
in each case be applied by the Loan Participant as 
follows: 

First, so much of such amounts as shall be 
required to prepay pursuant to Section 2.09 or Article 
IV hereof the Secured Notes to be prepaid shall be 
applied by the Loan Participant to the prepayment 
thereof on the prepayment date therefor; and 
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Second the balance, if any, of such amounts 
remaining thereafter shall be paid to the Shipowner. 

Section 5.03. Distribution in Accordance with 
Charter and Participation Agreement and Refinancing 
Agreement. Except as otherwise provided in Section 6.05 
hereof, any payments received by the Loan Participant 
for the application of which provision is made in the 
Charter or the Participation Agreement or the 
Refinancing Agreement shall be applied by the Loan 
Participant in accordance with the terms of, and for the 
purpose specified in, the Charter or the Participation 
Agreement or the Refinancing Agreement, as the case may 
be. 

Section 5.04. Other Distribution. Except as 
otherwise provided in Section 6.05 hereof, (a) any 
payments received by the Loan Participant for which no 
provision as to the application thereof is made in the 
Charter or the Participation Agreement or the 
Refinancing Agreement or elsewhere in this Security 
Agreement and (b) all payments received and amounts 
realized by the Loan Participant under the Charter or 
otherwise with respect to any Vessel (including, without 
limitation, all amounts realized upon the sale or 
recharter of any Vessel) to the extent received or 
realized at any time after payment in full of the 
principal of and interest on all Secured Notes, as well 
as any other amounts then remaining as part of the 
Security, shall be paid by the Loan Participant to the 
Shipowner. 

Section 5,05. Application of Distributions to 
Secured Notes. In the case of each Secured Note, any 
payment made in respect of any payment of principal and 
interest and any other payments made with respect 
thereto shall be applied: 

First, to the payment of interest accrued to 
the date of such payment; and 

Second, except as provided in Section 4.06, to 
the payment of the installments of principal then due 
thereunder in the order of their Stated Maturities. 

Section 5.06. Distributions Withheld from the 
Shipowner, Etc. Anything in this Article to the 
contrary notwithstanding, after a Responsible Officer of 
the Loan Participant shall have Actual Knowledge of a 
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Default or other event which, after lapse of time or any 
action or occurrence (including without limitation the 
giving of notice) would become a Default, all amounts 
(other than amounts under Sections 10, 11 or 12 of the 
Participation Agreement and Section 12 of the 
Refinancing Agreement) which, but for the provisions of 
this Section 5.06, would otherwise be distributable to 
the Shipowner or the Owner Participant shall be held by 
the Loan Participant as part of the Security and, if 
such Default or other event shall cease to be continuing 
prior to the time such amounts may become distributable 
pursuant to Section 6.05 hereof, such amounts shall be 
distributed as elsewhere in this Article V provided. 

Section 5.07. Distributions to the Shipowner. Any 
amounts which would be distributable by the Loan 
Participant to the Shipowner pursuant to this Security 
Agreement shall instead be distributed to the Owner 
Participant if and to the extent that the Loan 
Participant shall have received written instructions to 
such effect from the Owner Participant and the 
Shipowner." 

M. Concerning Section 6.01. Section 6.01 of Exhibit 1 

hereto is hereby amended as follows: 

1. by deleting paragraph (a) of Section 6.01 in its 

entirety and substituting therefor the following: 

"(a) Default in the payment of the whole or 
any part of the interest on any of the outstanding 

• Secured Notes when the same shall become due and payable 
or default in the payment of the whole or any part of 
the principal of any of the outstanding Secured Notes 
when the same shall become due and payable, whether by 
reason of maturity, redemption, acceleration or 
otherwise, and continuation of such default for a period 
of 30 days shall constitute and is herein called a 
"Payment Default"."; 

2. by deleting from paragraph (b) of Section 6.01 

clauses (1) and (7) thereof; 
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3. by deleting from paragraph (b) of Section 6.01 

clause (6) thereof and substituting therefor the following: 

"(6) Any Event of Default under the Charter which 
has occurred and is continuing, whether or not the 
Shipowner has declared the Charter to be in default;"; 

4. by deleting the last paragraph of Section 6.01 in 

its entirety. 

N. Concerning Section 6.02. Section 6.02 of Exhibit 1 

hereto is hereby amended by deleting it in its entirety and 

substituting therefor the following: 

"Section 6.02, Acceleration of Maturity of the 
Secured Notes. The Loan Participant may, by giving 
written notice to the Shipowner, declare the principal 
of the Secured Notes and interest accrued thereon to be 
immediately due and payable at any time after the 
occurrence and during the existence of any Default. 
Thereupon the principal of and interest on the Secured 
Notes shall become immediately due and payable." 

0. Concerning Section 6.03. Section 6.03 of Exhibit 1 

hereto is hereby amended by deleting it in its entirety and 

substituting therefor the following: 

"Section 6.03. Waiver of Default; Rescission of 
Acceleration. The Loan Participant may by written 
notice to the Shipowner waive any Default and its 
consequences, or rescind any declaration of acceleration 
pursuant to Section 6.02, but no such waiver or 
rescission shall extend to any subsequent or other 
Default or declaration of acceleration or impair any 
right consequent thereon." 
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p. Concerning Section 6.04. Section 6.04 of Exhibit 1 

hereto is hereby amended by deleting paragraphs (a) and (b) in 

their entireties and substituting the following: 

"(a) If a Default shall have occurred and 
shall continue to exist, the Loan Participant shall have 
the right to 

(1) Take the Vessels without legal 
process wherever the same may be (and the Shipowner or 
other person in possession shall forthwith surrender 
possession of the Vessels to the Loan Participant upon 
demand) and hold, lay up, lease, charter, operate, or 
otherwise use the Vessels for such time and upon such 
terms as the Loan Participant may reasonably deem to be 
for the best advantage to the Loan Participant' 
accounting only for the net profits, if any, arising 
from such use of the Vessels and charging against all 
receipts from the use of the Vessels all reasonable 
charges and expenses in connection with such use of the 
Vessels; 

(2) Exercise all the rights and remedies 
in foreclosure and otherwise given to mortgagees by the 
Chapter 313; 

(3) Bring suit at law, in equity or in 
admiralty to recover judgment for any and all amounts 
due under the Secured Notes, this Security Agreement and 
the Mortgage, collect the same out of any and all of the 
Security and in connection therewith obtain a decree 
ordering the sale of the Vessels in accordance with the 
following subparagraph (5); 

(4) Have a receiver of the Vessels 
appointed as a matter of right in any suit under this 
Section (and any such receiver may have the rights of 
the Loan Participant under the following subparagraph 
(5)); 

(5) Sell the Vessels, free from any claim of 
the Shipowner, by public sale with sealed bids, held at 
such time and place and in such manner as the Loan 
Participant may reasonably deem advisable, after first 
publishing notice of the time and place of such sale for 
10 consecutive Business Days in the Authorized 
Newspapers, and mailing a copy of such notice by 
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registered or certified mail to each of the Shipowner 
and the Charterer at its last known address, the first 
such publication and mailing to be made at least 30 days 
prior to the date fixed for such sale; provided, that 
such sale may be adjourned from time to time without 
further publication or notice (other than announcement 
at the time and place originally scheduled of the new 
time and place appointed for such sale or adjourned 
sale). It shall not be necessary to bring the Vessels 
to the place appointed for such sale or adjourned sale; 

(6) Accept a conveyance of title to, and take 
without legal process (and the Shipowner or other person 
in possession shall forthwith surrender possession to 
the Loan Participant), the whole or any part of the 
Security wherever the same may be, and take possession 
of and hold the same; 

(7) Receive, in the event of an Event of Loss, 
all insurance or other payments therefor to which the 
Shipowner would otherwise be entitled; and 

(8) Pursue to final collection all claims 
arising under and collect such claims from, the 
Security. 

Q. Concerning Section 6.05. Section 6.05 of Exhibit 1 

hereto is hereby amended by deleting it in its entirety and 

substituting the following: 

"Section 6.05. Application of Proceeds. (1) The 
proceeds (from sale or otherwise) of the whole or any 
part of the Security and use thereof by the Loan 
Participant under any of the foregoing powers, (2) the 
proceeds of any judgment collected by the Loan 
Participant for any Default hereunder, (3) the proceeds 
of any insurance and of any claim for damages to the 
whole or any part of the Security received by the Loan 
Participant while exercising any such power and (4) all 
other amounts received by the Loan Participant during 
the existence of a Default, including amounts which are 
required by Sections 2.07 and 2.09 or otherwise to be 
applied as provided in this Section, shall be applied as 
follows: 
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First, so much of such amounts as shall be 
required to reimburse the Loan Participant for any 
expenses incurred in connection with the collection and 
distribution of such amounts shall be distributed to the 
Loan Participant; 

Second, so much of such amounts as shall be 
required to pay the principal of and accrued interest on 
the outstanding Secured Notes then due and payable, 
whether by declaration of acceleration pursuant to 
Section 6.02 or otherwise, shall be distributed to the 
Loan Participant; 

Third, so much of such amounts as shall be 
required to pay to the Loan Participant and the 
Shipowner any indemnities and any additional amounts 
owing to them under the Charter or pursuant to Sections 
10 through 12 of the Participation Agreement or pursuant 
to Section 12 of the Refinancing Agreement shall be 
distributed to the Loan Participant and the Shipowner 
ratably, without priority of one over the other, in the 
proportions that the aggregate unpaid amount of such 
indemnities and additional amounts owing to each bears 
to the aggregate unpaid amount of such indemnities and 
additional amounts owing to the Loan Participant and the 
Shipowner; and 

Fourth, the balance, if any, of such amounts 
remaining thereafter shall be paid to the Shipowner." 

R. Concerning Sections 6.08 and 6.09. Article VI of 

Exhibit 1 hereto is hereby amended by adding a new Section 6.08 

and a new Section 6.09 to read as follows: 

"Section 6.08. Remedy of Defaults. In the 
event of any default in the payment of any installment 
Basic Charter Hire, the Shipowner may to the extent 
permitted by this Section 6.08 pay to the Loan 
Participant a sum equal to the amount of Basic Charter 
Hire then due and payable, together with any interest 
then due and payable thereon pursuant to the Charter. 
In the event of any default in any other obligation 
under the Charter which can be cured through the payment 
or application of money, the Shipowner may to the extent 
permitted by this Section 6.08 perform such obligation 
on behalf of the Charterer. Solely for the purpose of 
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determining whether there exists a Default under this 
Security Agreement, (a) any payment pursuant to the 
first sentence of this Section 6.08, if made before the 
10th Business Day after the related Default occurs, 
shall be deemed to remedy such default; provided, 
however, that this Section 6.08 shall not permit the 
remedying of any default in the payment of Basic Charter 
Hire if the Shipowner shall have exercised its right 
under this Section 6.08 to remedy any such default on 
the two immediately preceding Charter Hire Payment 
Dates, and (b) any performance by the Shipowner pursuant 
to the second sentence of this Section 6.08, if 
completed before the 30th day after the related Default 
occurs, shall be deemed to remedy such default to the 
same extent that like performance by the Charterer would 
have remedied such default; provided, however that this 
Section 6.08 shall not permit the remedying of any 
default specified in the foregoing clause (a) or (b) if 
the Shipowner shall previously have exercised four times 
its rights under this Section 6.08 to remedy defaults. 

If, on the basis specified in the preceding 
sentence, all Defaults shall have been remedied, then 
any declaration of default pursuant to Section 20 of the 
Charter, and any declaration pursuant to Section 6.02 
shall be deemed to be rescinded. The Shipowner may make 
a demand upon the Charterer for repayment, as 
Supplemental Charter Hire, of all amounts expended by 
the Shipowner in effecting any remedy pursuant to this 
Section 6.08, together with interest on such amounts as 
provided in the Charter. All such amounts may be paid 
directly to the Shipowner unless a Default shall have 
occurred and be continuing, in which event all such 
amounts shall be paid to the Loan Participant and upon 
receipt of the repayment so demanded, the Loan 
Participant shall apply the same as provided in Section 
6.05. The Shipowner agrees that, except in accordance 
with the provisions of this Section 6.08, it shall not 
seek to recover or accept any repayment in respect of 
amounts expended by the Shipowner in effecting any 
remedy pursuant to this Section 6.08 until this Security 
Agreement shall have been satisfied and discharged. 
Nothing in this Section 6.08 shall be deemed to relieve 
the Charterer of its duty to pay all Basic Charter Hire 
and Supplemental Charter Hire and to perform all of its 
obligations pursuant to the Charter, the Participation 
Agreement and the Refinancing Agreement. 

Section 6.09. Rights of Shipowner. Nothing in 
this Article VI shall interfere with the right of the 
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Shipowner to bring suit at law, in equity or in 
admiralty for the specific performance by the Charterer 
or the Shipbuilder of their respective obligations under 
the Charter, the Participation Agreement, the 
Refinancing Agreement, or the Construction Contract, or 
to recover damages for the breach thereof, provided that 
any damages so recovered in respect of any Rights Under 
the Charter or Rights Under the Construction and Related 
Contracts shall be subject to the lien of this Security 
Agreement and paid over to the Loan Participant. 

S. Concerning Article VII. Article VII of Exhibit 1 

hereto is hereby deleted in its entirety. 

T. Concerning Section 8.01. Section 8.01 of Exhibit 1 

hereto is hereby amended by adding to the end thereof the phrase 

", provided that no such amendment or supplement shall be made 

without the written consent of the Charterer if such amendment or 

supplement would increase the obligations of the Charterer." 

U. Concerning Section 8.02. Section 8.02 of Exhibit 1 

hereto is hereby amended by deleting the phrase "with 15 days' 

prior notice". 

V. Concerning Section 8.03. Section 8,03 of Exhibit 1 

hereto is hereby amended by deleting it in its entirety and 

substituting therefor the following; 

"Section 8.03. Amendments and Supplements to the 
Charter, Etc. The Shipowner agrees that no amendments, 
supplements or waivers will be made to or in respect of 
any provision of the Charter or any other document 
referred to in the Granting Clause hereof without the 
prior written consent of the Loan Participant, and any 
purported action or attempt to take action forbidden to 
be taken by this Section shall be null and void and of 
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no force or effect." 

W. Concerning Section 9.01. Section 9.01 of Exhibit 1 

is hereby amended by (i) adding the following at the end of 

paragraph (a) thereof "The proviso to the preceding sentence 

notwithstanding, nothing in this Section 9.01(a) shall be 

construed to require the Loan Participant's consent to (x) any 

lawful merger or consolidation of the Loan Participant with or 

into any other Person, or (y) the transfer to a qualified 

successor Shipowner of the Shipowner's title and interest in and 

to any Vessel in accordance with Article VII of the Trust 

Agreement."; (ii) deleting paragraph (b) thereof in its entirety 

and substituting therefor the following: 

"(b) the Person formed by or surviving such 
consoliation or merger (if such Person shall not be the 
Shipowner), or to which such sale shall have been made 
(herein called the "Successor"), shall, by instrument 
amending or supplementing this Security Agreement and 
the Mortgage, as may be necessary, expressly assume the 
payment of the principal of and interest on the 
outstanding Secured Notes in accordance with the terms 
of the Secured Notes, and also shall expressly assume 
the performance of the agreements of the Shipowner in 
this Security Agreement, the documents referred to in 
the Granting Clause hereof and the Participation 
Agreement."; 

and (iii) adding the following at the end of paragraph (c) 

thereof: "Nothing in this Section 9.01(c) shall be construed to 

require the Loan Participant's consent to the transfer to a 

qualified successor Shipowner of the Shipowner's title and 

interest in and to any Vessel in accordance with Article VII of 
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the Trust Agreement.". 

X. Concerning Section 10.01. For purposes of Section 

10.01 of Exhibit 1 hereto, the addresses of the Shipowner, the 

Loan Participant and the Charterer are as follows: 

Shipowner: The Connecticut Bank and Trust Company, 
National Association 
One Constitution Plaza 
Hartford, Connecticut 06115 
Attention: Corporation Trust Department 

CTHMA06K 

With a copy to: 

New England Merchants 
Leasing Corporation B-7 
28 State Street 
P.O. Box 2332 
Boston, Massachusetts 02109 
Attention: Senior Vice President, 

Administration 

Loan Participant: NEMLC Leasing Corporation 
28 State Street 
P.O. Box 2332 
Boston, Massachusetts 02109 
Attention: Senior Vice President, 

Administration 

Charterer: National Marine, Inc. 
1515 Poydras, Suite 1500 
New Orleans, Louisiana 70152 
Attention: President 

Y. Concerning Section 11.01. Section 11.01 of Exhibit 

1 hereto is hereby amended by deleting paragraph (b) thereof in 

its entirety and substituting therefor the following: 

"(b) The Shipowner shall notify the Charterer 
promptly of the satisfaction and discharge of this 
Security Agreement and the Mortgage." 
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Z. Concerning Section 12.01. Section 12.01 of Exhibit 

1 hereto is hereby amended by inserting in the second sentence 

thereof after the phrase "successors and assigns," the phrase 

"and the Charterer to the extent expressly provided herein,". 

AA. Concerning Section 12.06. Section 12.06 of Exhibit 

1 hereto is hereby deleted in its entirety. 

BB. Concerning the Special Provisions. In the event of 

any conflict in, or inconsistency between, the Special Provisions 

and General Provisions of this Security Agreement, the Special 

Provisions shall control, except to the extent otherwise required 

by Section 12.05. 
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IN WITNESS WHEREOF, the parties have caused this 

Security Agreement to be executed and delivered as of the day and 

year first above written. 

THE CONNECTICUT BANK AND TRUST 
COMPANY, NATIONAL ASSOCIATION, 
acting not in its individual 
capacity but solely as owner 
trustee under the Trust 
Agreement referred to herein 

NEMLC LEASING 
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COMMONWEALTH OF MASSACHUSETTS ) 
) SS. : 

COUNTY OF SUFFOLK ) 

On this ^ 1 ^ day of February, 1989, before me appeared 

V. Kreuscher, to me personally known, who, being by me duly sworn, 

did say that she is an Assistant Vice President of The Connecticut 

Bank-and-Trust Company, National Association, a national banking 

association, and that the seal affixed to the foregoing instrument 

is the corporate seal of said association, and that said 

instrument was signed and sealed on behalf of said association, as 

trustee under the trust agreement referred to in said instrument, 

by authority of its board of directors, and said V. Kreuscher 

acknowledged said instrument to be the free act and deed of said 

association. 

2iUj 
Notary Public 

(Notarial Seal) 

My commission expires: ^ J -^ / / ' ^ / ^^ /y 

2783P 



COMMONWEALTH OF MASSACHUSETTS ) 
) SS.: 

COUNTY OF SUFFOLK ) 

On this '̂  I'^day of February, 1989, before me appeared 

Gary L. Christensen, to me personally known, who, being by me duly 

sworn, did say that he is a Senior Vice President of NEMLC Leasing 

Corporation, a Massachusetts corporation, and that the seal 

affixed to the foregoing instrument is the corporate seal of said 

corporation, and that said instrument was signed and sealed on 

behalf of said corporation by authority of its board of directors, 

and said Gary L. Christensen acknowledged said instrument to be 

the free act and deed of said corporation. 

'A-
Notary Public 

^ < ! ^ 

(Notarial Seal) 

My commission expires: /, 

2783P 



List of Exhibits to Security Agreement 

1. General Provisions of the Security Agreement 

2. Secured Note 

3. First Preferred Fleet Mortgage covering the Vessels 

4. Construction Contract 

5. Bareboat Charter, as amended 

6. Participation Agreement, as amended 

7. Refinancing Agreement 

8. Assignment of First Preferred Fleet Mortgage covering the 
Collateral Vessels 

9. Assignment at Second Preferred Fleet Mortgage covering the 
Collateral Vessels 
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SCHEDULE X to 
SECURITY AGREEMENT 

Definitions 



SCHEDULE X - DEFINITIONS (NM-1) 

"Act" means the Merchant Marine Act, 1936, as amended, 
and in effect on the Obligation Closing Date. 

"Act of Obligee" means any request, demand, 
authorization, direction, notice, consent, waiver or other action 
to be given or taken by the Obligees and embodied in one or more 
documents of the type and executed in the manner required by the 
Indenture. 

."Actual Cost" means the actual cost of the construction 
as a Vessel as determined and redetermined by the Secretary 
pursuant.to Sections 1101(f) and 1104(b)(2) of the Act. 

"Actual Knowledge" or "actual knowledge" means, when 
used with respect to a corporation, actual knowledge of a 
Responsible Officer thereof, when used with respect to a bank or 
trust company, actual knowledge of a Responsible Officer in the 
corporate trust department thereof and when used with respect to 
any other Person, actual knowledge of such Person. 

"Adjustment" has' the meaning set forth in Section 23(a) 
of the Participation Agreement. 

"Affiliate'^ of any specified Person means any other 
person directly or indirectly controlling or controlled by or 
under direct or indirect common control with such specified 
Person. 'For the purposes of this definition, the term "control" 
when'used with respect to any.specified Person means the 
possession, directly or indirectly, of the power to direct the 
management and policies of such Person, whether through the 
ownership of voting securities, by contract or otherwise; and the 
terms "controlling" and "controlled" have meanings correlative to 
the foregoing. 

"Amendment No. 1 to Title XI Reserve Fund and Financial 
Agreement" means Amendment No. 1 to Title XI Reserve Fund and 
Financial Agreement dated the.Obligation Closing Date among the 
Secretary, the Charterer and the Subsidiaries of the Charterer 
named therein. 

I 

"Amendment No. 3 to Title XI Reserve Fund and Financial 
Agreement" means the Restricted Title XI Reserve Fund and 
Financial Agreement. 

"Appraisal Procedure" has the meaning set forth in 
Section 21(b) of the Charter. 



"Authorization Agreement" means the Authorization 
Agreement dated the Obligation Closing Date between the Secretary 
and the Indenture Trustee whereby the Secretary authorizes the 
Guarantees of the United States to be imprinted on each of the 
Obligations pursuant to Title XI, as originally executed or as 
modified, amended or supplemented in accordance with the 
applicable provisions thereof. 

"Authorized Newspapers" means "The Wall Street Journal" 
(all editions), "The Journal of Commerce" and a newspaper of 
general circulation in Hartford, Connecticut printed in the 
English language, and customarily published on each Business Day, 
whether or not published on Saturdays, Sundays or legal 
holidays. Whenever successive weekly publications in Authorized 
Newspapers are required under any agreement or other documents, 
they may be made (unless otherwise expressly provided therein) on 
the same or different days of the week and in the same or in 
different Authorized Newspapers. If, because of the temporary or 
permanent suspension of the publication or general circulation of 
any newspaper or for any other reason, it is impossible or 
impractical to publish any notice required to be published in the 
Authorized Newspapers in the manner required, then such 
publication in lieu thereof as shall be made with the approval, 
in the case of a notice under the Authorization Agreement, of the 
Secretary or, in the case of notice under the Indenture, of the 
Indenture Trustee,.shall constitute a sufficient publication of 
such notice. i 

"Bank",means The Connecticut Bank and Trust Company, 
National Association (as successor by merger to the Connecticut 
Bank and Trust Company, a Connecticut banking corporation), and 
its successors and:assigns. 

"Basic Charter Hire" means any or all of the amounts 
payable by the. Charterer, pursuant to Section 3(a)(2) of the 
Charter. 

"Bond" means each and "Bonds" means every Obligation 
described in Recital B of the Special Provisions of the 
Indenture. 

"Bond Purchase Agreement" means the agreement referred 
to Recital D of the Authorization Agreement among the Shipowner, 
the Charterer and the purchaser named therein relating to the 
purchase and sale of the Obligations as originally executed or as 
modified, amended or supplemented in accordance with the 
applicable provisions thereof. 

"Bondholders" means the holders of the Obligations. 
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"Business Day" means a day which is not a Saturday, 
Sunday or other day on which banking institutions doing business 
in New Orleans, Louisiana, Boston, Massachusetts or Hartford, 
Connecticut are authorized or obligated by law or required by 
executive order to be closed. 

"Change" means a Change in Debt, a Change in Tax Law, or 
a Change in Transaction Costs. 

"Change in Debt" means the occurrence of any of the 
following as a result of a refinancing of the Secured Notes 
issued to the Lender as contemplated by Section 19(a) or (b) of 
the Participation Agreement: (i) other than 61.3418% of 
Shipowner's Cost of all Vessels is refinanced with the proceeds 
of the Refinancing Obligations; (ii) the interest rate borne by 
the Refinancing Obligations is other than 14% per annum, or (iii) 
the final maturity of the Refinancing Obligations, the method or 
schedule of amortization of the principal amount of the 
Refinancing Obligations or the number or frequency of the 
installment payments of such principal, differs from the final 
maturity of the Secured Notes or the method or schedule of 
amortization of the principal amount of the Secured Notes or the 
number or frequency of the installment payments of such 
principal. 

"Change in Tax Law" means the enactment or adoption of 
any amendment to the Code or to any Treasury Regulation which is 
enacted or adopted and has an effective date prior to April 1, 
1982 and which (i) increases or decreases (or which would, if 
elected by the Owner Participant, increase) any of the Owner 
Participant's intended tax benefits in respect of any Vessel as 
set forth in Section 11(a) of the Participation Agreement, or 
(ii) increases or decreases the maximum marginal tax rate at 
which the Owner Participant is subject to federal income tax from 
the. present tax rate of 46%, or (iii) increases or decreases the 
tax benefits from deductions of interest on the Secured Notes or 
Refinancing Obligations or from the method for depreciating or 
amortizing Transaction Costs (assuming that no portion thereof 
constitutes part of Vessel Costs). 

"Change in Transaction Costs" means (i) a change in the 
amount of Transaction Costs which results in the actual amount of 
Transaction Costs (including Refinancing Costs) being greater or 
lesser than 0.99% of Shipowner's Cost, or (ii) a change in the 
ratio of the.total investment of the Owner Participant in 
Shipowner's Cost to the aggregate original principal amount of 
Secured Notes as a result of the payment by the Owner Participant 
of 100% of Differential Shipowner's Cost under the circumstances 
contemplated by Section 2(d) of the Participation Agreement. 
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"Chapter 313" shall mean Public Law 100-710 to be 
codified as 46 U.S.C. Chapter 313, as the same from time to time 
may be amended. 

"Charter" means the Amended and Restated Bareboat 
Charter dated as of the Obligation Closing Date, as the same has 
been and may be further modified, amended or supplemented 
(whether by a Charter Supplement or otherwise) from time to time 
in accordance with the applicable provisions thereof. 

"Charterer" means National Marine, Inc. (the name of 
which has been changed from Dravo Mechling Corporation), a 
Delaware corporation, and its successors and assigns. 

"Charter Hire Payment Date" means June 30 and December 
31 of each year through and including December 31, 2001 and, 
during any Renewal Term, each June 30 and December 31 thereof. 

"Charter Period" means, prior to the giving of the first 
Renewal Notice, the Original Term, and after any Renewal Notice 
has been given, the Original Term and all succeeding Renewal 
Terms. 

"Charter Supplement" means any supplement to the Charter 
substantially in the form attached thereto between the Shipowner 
and the Charterer, as the same may be modified, amended or 
supplemented in accordance with the applicable provisions 
thereof. 

"Charterer-Furnished Equipment" means all items and 
equipment furnished by or on behalf of the Charterer for any 
Vessel, the cost of which shall have been included in the Vessel 
Costs for such Vessel. 

"Citizen" means a "citizen of the United States" within 
the meaning of Section 2 of the Shipping Act, 1916, as amended, 
qualified to engage in the coastwide trade. 

"Code" means the Internal Revenue Code of 1954, as 
amended, or any comparable successor law. 

"Consent of Shipbuilder" means the Consent of 
Shipbuilder dated the date of the Security Agreement the 
Shipbuilder to the Shipowner and the Secretary evidencing, among 
other things, the consent to the assignment of the Construction 
Contract, as the same may be modified, amended or supplemented 
from time in accordance with the applicable provisions thereof. 

"Consent to Assignment of Charter" means that certain 
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consent of the Charterer dated the Obligation Closing Date, 
evidencing consent to the assignment of the Charter by the 
Shipowner to the Secretary.under the Security Agreement, as 
originally executed or as modified, amended or supplemented in 
accordance with the applicable provisions thereof. 

"Construction" means the construction of a Vessel, 
including designing, inspecting, outfitting and equipping 
thereof, pursuant to the Construction Contract. 

"Construction Contract" means the construction contract 
dated August 27, 1980 between the Charterer and the Shipbuilder, 
as the same may be modified, amended or supplemented from time to 
time in accordance with the applicable provisions thereof. 

"Construction Contract Assignment" means the 
Construction Contract Assignment dated as of April 1, 1981 
between the Charterer and the Shipowner, and consented to by the 
Shipbuilder, as the same may be modified, amended or supplemented 
from.time to time in. accordance with the applicable provisions 
thereof. 

"Corporate Trust' Department" or "Corporate Trust Office" 
means the principal office of the Indenture Trustee in the City 
of Baltimore, Maryland, at which at any time its corporate trust 
business shall be administered, which office at the date of 
execution and delivery of the indenture is located at Two Hopkins 
Plaza, Baltimore, Maryland 21201. 

"Cover" means the set of roll top covers delivered with 
a box hopper barge which together constitute a Vessel. 

"Cover Casualty" with respect to a Cover means any of 
the following events with respect to such Cover: (i) the actual, 
constructive, agreed or total loss thereof for any reason 
whatsoever; (ii) the condemnation, forfeiture, confiscation or 
seizure (for a period in excess of five days, unless occurring as 
a result;of or in connection with a Lien required to be 
discharged pursuant to Section 17 of the Participation Agreement, 
in which event for a period continuing beyond 120 days) of, or 
requisition of title to, such Cover provided that, if such 
condemnation, forfeiture, confiscation or seizure under this 
clause (ii) occurs as a result of or in connection with 
Shipowner's Liens or Owner Participants' Liens and if, on or 
prior to the date for payment of Stipulated Loss Value with 
respect to such Cover Casualty, the Cover condemned, forfeited, 
confiscated or seized is recovered by the Shipowner or the 
Charterer, no Cover Casualty shall be deemed to have occurred and 
the Charter shall continue in full force and effect with respect 
to such Cover; (iii) a requisition of use of such Cover by any 
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governmental authority, (other than the United States or any 
agency or instrumentality thereof) for a period in excess of 180 
days; or (iv) a requisition of use of such Cover by any 
governmental authority for a period which extends beyond the end 
of the Charter Period with respect to such Cover. 

"Crew's Wages" means wages of the crew of a Vessel 
including the wages of a master to the extent provided by Public 
Law 90-293 of the United States, approved April 25, 1968. 

"Default" or "Default under the Security Agreement", 
when used with respect to the Security Agreement or the Mortgage, 
has the meaning specified in Section 6.01 of Exhibit 1 to the 
Security Agreement. 

"Default Rate" means, with respect to any time period, 
such interest rate as would be applicable respecting such time 
period to any overdue payments of principal of, and pursuant to 
the terms of, the Secured Notes; provided, however, that the term 
"Default Rate", .with respect to any time period during which 
there shall not be outstanding any Secured Notes shall mean, to 
the extent permitted by applicable law, an interest rate equal to 
1% per annum over the interest rate most recently applicable to 
the Secured Notes. 

"Delivery Date" means each date, which shall be a 
Business Day, on which any Vessel is delivered by the Shipbuilder 
and accepted by the Shipowner pursuant to the Construction 
Contract and simultaneously delivered by the Shipowner and 
accepted by the Charterer pursuant to the Charter. 

"Delivery Date Certificate of Shipowner's Cost" means, 
with respect to any Vessels, a certificate of the Charterer, 
substantially in the form of Exhibit 6 to the Participation 
Agreement, approved by the Shipowner, dated the Delivery Date for 
such Vessels, which shall set forth in reasonable detail for such 
Vessels (a) the amount of all items of Vessel Costs and 
Transaction Costs which have been paid prior to the date of said 
certificate, (b) the amount of all items of Vessel Costs and 
Transaction Costs which are due and payable on such Delivery Date 
specifying to whom each such item is payable and attaching to 
such certificate an invoice, bill or similar document, if 
available, of each person who is to be paid and (c) the amount of 
the Owner Participant's investment and the Lender's loan to be 
made pursuant to Section 2(c) of the Participation Agreement. 

"Depository" means Mercantile-Safe Deposit and Trust 
Company, a Maryland banking corporation, as Depository, or any 
successor or assign under the Depository Agreement. 
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"Depository Agreement" means the depository agreement, 
dated the Obligation Closing Date, among the Shipowner, the 
Secretary, the Charterer and the Depository, as originally 
executed or as modified, amended or supplemented in accordance 
with the applicable provisions thereof. 

"Depreciated Actual Cost" means the depreciated actual 
cost of the Vessels as determined and redetermined by the 
Secretary pursuant to the Security Agreement and Sections 1101(g) 
and 1104(b)(2) of the Act. 

"Differential Shipowner's Cost" means, with respect to 
any Vessel, the aggregate of all Transaction Costs (other than 
Refinancing Costs) which would have been properly includable in 
Shipowner's Cost for such Vessel on the Delivery Date of such 
Vessel but which were not included in the Delivery Date 
Certificate of Shipowner's Cost for such Vessel because such 
Transaction Costs were unknown or uncertain as of such Delivery 
Date, as the same shall be set forth in the Settlement Date 
Certificate of Shipowner's Cost. 

"Dollars" means any coin or currency which at the time 
of payment is legal tender for the payment of public and private 
debts in the United States. 

"Event of Default" means any of the events specified in 
Section 19 of the Charter. 

"Event of Loss" with respect to any Vessel means any of 
the following events with respect to such Vessel: (i) the actual, 
constructive, agreed or total loss thereof for any reason 
whatsoever; (ii) the condemnation, forfeiture, confiscation or 
seizure (for a period in excess of five days, unless occurring as 
a result of or in connection with a Lien required to be 
discharged pursuant to Section 17 of the Participation Agreement, 
in which event for a period continuing beyond 120 days) of, or 
requisition of title to, such Vessel or Cover provided that, if 
such condemnation, forfeiture, confiscation or seizure under this 
clause (ii) occurs as a result of or in connection with 
Shipowner's Liens or Owner Participant's Liens and if, on or 
prior to the date for payment of.Stipulated Loss Value with 
respect to such Event of Loss, the Vessel condemned, forfeited, 
confiscated or seized is recovered by the Shipowner or the 
Charterer, no Event of Loss shall be deemed to have occurred and 
the Charter shall continue in full force and effect with respect 
to such Vessel; (iii) a requisition of use of such Vessel by any 
governmental authority (other than the United States or any 
agency or instrumentality thereof) for a period in excess of 180 
days; or (iv) a requisition of use of such Vessel by any 
governmental authority for a period which extends beyond the end 
of the Charter Period with respect to such Vessel. 
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"Final Certificate of Shipowner's Cost" means a 
certificate of the Charterer substantially in the form of Exhibit 
G to the Participation Agreement, approved by the Shipowner, 
which shall set forth in reasonable detail (a) the amount of all 
items of of Refinancing Cost and (b) the amount of the Owner 
Participant's investment, if any, required to be made pursuant to 
Section 2(e) of the Participation Agreement. 

"First Preferred Fleet Mortgage" means the Mortgage. 

"Guarantee" means each, and "Guarantees" means every, 
guarantee of a Title XI Obligation by the United States pursuant 
to Title XI. 

"Guarantee Commitment" means the Commitment to Guarantee 
Obligations, Contract No. MA-10784 dated that Obligation Closing 
Date, made by the Secretary and accepted by the Shipowner and the 
Charterer with respect to the Guarantees, as originally executed 
or as modified, amended or supplemented in accordance with the 
applicable provisions thereof. 

"Guarantee Fee" means the annual fee payable to the 
Secretary for the Guarantees. 

"Guarantor" means New England Merchants Leasing 
Corporation, a Massachusetts corporation, and its successors and 
assigns. 

"Guaranty" means the Guaranty dated as of April 1, 1981 
by the Guarantor, as the same may be modified, amended or 
supplemented in accordance with the applicable provisions 
thereof. 

"Hire" means Basic Charter Hire and Supplemental Charter 
Hire. 

"Hire Factors" means Basic Charter Hire, Stipulated Loss 
Values and Termination Values. 

"Holder", means each, and "Holders" means every, 
registered holder of an Obligation. 

"Indenture" means the Trust Indenture entered into on 
the Obligation Closing Date between the Shipowner and the 
Indenture Trustee, as originally executed or as modified, amended 
or supplemented in accordance with the applicable provisions 
thereof. 
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"Indenture Default" has the meaning specified in Section 
6.01 of .Exhibit 1 to the Indenture. 

"Indenture Trustee" means Mercantile-Safe Deposit and 
Trust Company, a Maryland banking corporation, and any successor 
trustee under the Indenture. 

"Interest Payment Date" means, with respect to any 
Secured Note, the date when a semi-annual installment of interest 
on such Secured Note is due and payable. 

"Interim Security Agreement" means the Security 
Agreement dated April 1, 1981, between the Shipowner and the 
Lender. 

"Lender" means Pittsburgh National Bank, a national 
banking association, and its successors and assigns. 

"Lien" means any lien, encumbrance, mortgage, pledge, 
charge, lease, security interest or claim of any nature 
.whatsoever. 

"Loan Participant" means NEMLC Leasing Corporation, a 
Massachusetts corporation, and its successors and assigns. 

"Loss Payment Date" shall have the meaning set forth in 
Section 14 of the Charter. 

"Maritime Administration" means the Maritime 
Administration established by Reorganization Plan No. 21 of 1950 
and continued by Reorganization Plan No. 7 of 1961, or any body 
or official which is successor to said Maritime Administration 
with respect to a particular function. 

"Maturity" means, when used with respect to any Secured 
Note or Refinancing Obligation, the date on which the principal 
of such Secured Note or Refinancing Obligation becomes due and 
payable as therein provided, whether at the Stated Maturity or by 
redemption or by declaration of acceleration, or otherwise. 

"Moneys Due in< Respect of Construction of the Vessels" 
has the meaning specified in paragraph II of the Granting Clause 
of the Special Provisions of the Security Agreement. 

"Mortgage" means prior to the Note Closing Date the 
First Preferred Fleet Mortgage relating to the Vessels dated the 
Obligation Closing Date from the Shipowner to the Secretary of 
Transportation and on or after the Note Closing Date the First 
Preferred Fleet Mortgage relating to the Vessels between the 
Shipowner and the Loan Participant dated the Note Closing Date, 
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as the same may be amended,*modified or supplemented in 
accordance with the applicable provisions thereof. 

"Mortgagee" means the Secretary of Transportation prior 
to the Note Closing Date and the Loan Participant on and after 
the Note Closing Date as mortgagee under the Mortgage. 

"Mortgagor" means the Shipowner, as mortgagor under the 
Mortgage. 

"Non-Severable Improvement" shall have the meaning 
assigned in Section 8(b) of the Charter. 

"Note Closing Date" means February 24, 1989. 

"Obligation" means each, and "Obligations" means every, 
obligation issued by the Shipowner and guaranteed by the United 
States under Title XI of the Act pursuant to the Indenture and 
the Authorization Agreement. 

"Obligation Closing Date" means March 18, 1982, the date 
on which the Obligations described in Recital B to the Indenture 
are delivered and paid for pursuant to the Bond Purchase 
Agreements. 

"Obligation Register" means the Obligation Register 
maintained as required by Section 2.10 of Exhibit 1 to the 
Indenture. 

"Obligee" means each, and "Obligees" means every. Holder 
of an Obligation. 

"Officer's Certificate" means, when used with respect to 
any corporation, a certificate signed by a Responsible Officer of 
such corporation and, when, used in relation to the Security 
Agreement, conforming to the provisions of Section 1.02 of 
Exhibit 1 to the Security Agreement. 

"Opinion of Counsel" when used in the Security Agreement 
means an opinion of counsel conforming to Section 1.02 of Exhibit 
1 to the Security Agreement. 

"Original Issue Date" has the meaning specified in 
Section 2.06 of Exhibit 1 to the Indenture. 

"Original Term" means the period beginning on April 16, 
1981 and ending on December 31, 2001, as such period may be 
extended pursuant to Section 1(a), 1(b) or 16 of the Charter. 

"Outstanding" when used with reference to the 
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Obligations, shall mean all Obligations theretofore issued and 
authenticated under the Indenture, except -

(1) Obligations Retired or Paid; and 

(2) Obligations in exchange for or in lieu of which 
other Obligations have been issued under the Indenture. 

"Overall Transaction" means the construction, purchase, 
ownership, financing, chartering, operation and management of the 
Vessels as described in and contemplated by the Principal 
Documents. 

"Owner Participant" means New England Merchants Leasing 
Corporation B-7, a Massachusetts corporation, and its successors 
and assigns. 

"Owner Participant's Liens" means those Liens of the 
character required to be discharged by the Owner Participant 
pursuant to Section 17 of the Participation Agreement. 

"Participants" means the Owner Participant and the Loan 
Participant, collectively. 

"Participation Agreement" means the Participation 
Agreement dated as of April 1, 1981 among the Shipowner, the 
Owner Participant, the Charterer and the Lender, as amended by 
the Participation Agreement Amendment dated as of the Obligation 
Closing Date and as the same may be further modified, amended or 
supplemented from time to time in accordance with the applicable 
provisions thereof. 

"Paying Agent" means any bank or trust company having 
the qualifications set forth in clauses (1), (3), (4) and (5) of 
Section 7.02(a) of Exhibit 1 to the Indenture which shall be 
appointed by the Shipowner in accordance with Section 4.02 of 
Exhibit 1 to the Indenture to pay the principal of (and premium, 
if any) or interest on the Obligations on behalf of the 
Shipowner. 

"Payment Default" means any of the events specified in 
Section 6.01(a) of Exhibit 1 to the Security Agreement. 

"Person" means any individual, corporation, partnership, 
joint venture, association, joint-stock company, trust, 
unincorporated organization or government or any agency or 
political subdivision thereof. 

"Plans and Specifications" means the plans and 
specifications for the construction of the Vessels as identified 
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in the Construction.Contract, as the same may be modified, 
amended or supplemented from time to time.pursuant to the 
Construction Contract. 

"Principal Documents" means the following agreements and 
documents related to the Vessels: 

Amendment No. 1 to the Title 
XI Reserve Fund Agreement 

Assignment of First 
Preferred Fleet Mortgage 

Assignment of Second 
Preferred Fleet Mortgage 

Authorization Agreement 
Bond Purchase Agreements 
Charter 
Charter Supplements 
Collateral Mortgage 
Consent of Shipbuilder 
Consent to Charter Assignment 
Construction Contract 
Construction Contract 
Assignment 

Depository Agreement 
Guarantee Commitment 
Guaranty 

Depository Agreement 
Guarantee Commitment 
Guaranty 
Indenture 
Mortgage 
Obligations 
Participation Agreement 
Refinancing Agreement 
Restricted Title XI 
Reserve Fund and Financial 
Agreement 

Restricted Title XI Reserve 
Fund Depository Agreement 

Second Mortgage 
Secretary's Note 
Secured Note 
Security Agreement 
Trust Agreement 

"Principal Office", when used with respect to the Bank 
or Indenture Trustee, means the office of the Bank or Indenture 
Trustee at which, at any particular time, its corporate trust 
business shall be principally administered. 

"Proportionate Outstanding Obligations" means, with 
respect to any prepayment pursuant to the Security Agreement, the 
Proportionate Part Of the Secured Notes outstanding immediately 
prior to such redemption and in the case of any other 
calculation, means the Proportionate Part Of the Secured Notes 
outstanding as of the calculation date that is appropriate in the 
context. 

"Proportionate Part Of" means as of the date of any 
calculation the portion of the item in question which bears the 
same proportion to the entire amount of the item in question as 
(x) t:he Depreciated Actual Cost of the Vessel or Vessels or Cover 
or Covers (in respect to which this calculation is being made) as 
of such date bears to (y) the Depreciated Actual Cost of all of 
the Vessels as of such date. 

"Redemption Date", when used with respect to any 
Obligation, means the date on which such Obligation is to be 
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redeemed by or pursuant to Article Third of the Special 
Provisions of the Indenture or Article III of Exhibit 1 to the 
Indenture. 

"Redemption Price" means with respect to any Obligation 
the price at which an Obligation is to be redeemed pursuant to 
Article Third of the Special Provisions of the Indenture or 
Article III of Exhibit 1 to the Indenture. 

"Refinancing Agreement" means the Refinancing Agreement 
relating to the Vessels dated as of the Note Closing Date among 
the Shipowner, the Owner Participant, the Loan Participant and 
the Charterer, as the same may be modified, amended or 
supplemented from time to time in accordance with the applicable 
provisions thereof. 

"Refinancing Cost" means those Transaction Costs that 
relate to the proposed issuance of Refinancing Obligations, 
including without limitation the preparation of the Title XI 
application and the Title XI Documents and ..other documents 
relating to the refinancing of the Secured Notes. 

"Refinancing Date" means the date on which Refinancing 
Obligations shall be issued and sold. 

"Refinancing Obligations" means the Obligations. 

"Renewal Notice" means the notice given by the Charterer 
to the Shipowner pursuant to Section 21(a) of the Charter stating 
that the Charterer irrevocably elects to exercise its option to 
extend the Charter Period for a Renewal Period as stated therein. 

"Renewal Term" means a period commencing at midnight on 
the last day of the Original Term or of the Renewal Term 
immediately preceding, and ending, except as expressly specified 
in Section 20 or 21(a) of the Charter, at midnight one year after 
the commencement of such period. 

"Request" means a written request to a Person for the 
action therein specified, signed, if the Person making such 
request is a corporation, bank or trust company, by a Responsible 
Officer thereof or, if the Person making such request is not a 
corporation, bank or trust company, by such Person. 

"Request for Payment," when used in any of the Principal 
Documents, means a request made by the Shipowner countersigned by 
the Secretary and addressed to the Depository directing 
withdrawal of moneys under the Depository Agreement or the 
Restricted Title XI Reserve Fund Depository Agreement. 
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"Responsible Officer" means (i) in the case of any 
business corporation, the chairman of the board of directors, the 
president, any vice president, the secretary or assistant 
secretary, the chief financial officer or the treasurer or 
assistant treasurer, (ii) in the case of any partnership, a 
general partner (if an individual) or a Responsible Officer of a 
corporate general partner thereof, and (iii) in the case of any 
commercial bank or trust company, the chairman or vice-chairman 
of the board of directors or trustees, or the chairman or vice-
chairman of any executive committee of the board of directors or 
trustees, the president, any vice president, the secretary, the 
chief financial officer, the treasurer, any corporate trust 
officer, any executive or senior or second or assistant vice 
president, or any other officer, or assistant officer or other 
employee customarily performing functions similar to those 
performed by the persons who at the time shall be such officers, 
or to whom any corporate trust matter is referred because of that 
officer's knowledge of and familiarity with the particular 
subject, and, with respect to the authentication of Obligations 
and Guarantees by the Indenture Trustee, any person specifically 
authorized by the Indenture Trustee to authenticate such 
Obligations and Guarantees. 

"Restricted Title XI Reserve Fund" means the fund 
defined in Amendment No. 2 to Title XI Reserve Fund and Financial 
Agreement. 

"Restricted Title XI Reserve Fund Account" is the 
account, maintained with the Restricted Title XI Reserve Fund 
Depository, defined in the Restricted Title XI Reserve Fund 
Depository Agreement. 

"Restricted Title XI Reserve Fund and Financial 
Agreement" means Amendment No. 3 to Title XI Reserve Fund and 
Financial Agreement, dated the Obligation Closing Date, entered 
into between the United States and the Charterer, as originally 
executed or as modified, amended or supplemented in accordance 
with the applicable provisions thereof. 

"Restricted Title XI Reserve Fund Depository" means 
Mercantile-Safe Deposit and Trust Company, a Maryland banking 
corporation. 

"Restricted Title XI Reserve Fund Depository Agreement" 
means that certain agreement. Contract No. MA-10758, dated the 
Obligation Closing Date, among the charterer, the Depository and 
the Secretary, as originally executed or as modified or 
supplemented in accordance with the applicable provisions 
thereof. 
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"Retired or Paid", as applied, to Obligations and the 
indebtedness evidenced thereby,.means that such obligations shall 
be deemed to have been retired or paid and shall no longer be 
entitled to any rights or benefits provided in the Indenture if 

(1) such Obligations shall have been paid in full; 

(2) such Obligations shall have been cancelled by the 
Indenture Trustee or shall have been delivered to 
the Indenture Trustee for cancellation; or 

(3) such obligations shall have become due and payable 
at Maturity and funds sufficient for the payment of 
such Obligations (including interest to the date of 
Maturity or, in the case of a payment after 
Maturity, to the date of payment, together with any 
premium thereon) and available for such payment 
(whether as a result of payment pursuant to the 
Guarantees or otherwise) shall be held by the 
Indenture Trustee or any Paying Agent pursuant to 
Section 4.02 of Exhibit 1 to the Indenture (or 
shall have been so held and shall thereafter have 
been paid to the Shipowner pursuant to Section 4.03 
of Exhibit 1 to the Indenture) in trust for the 
purpose or with irrevocable directions to it so to 
apply the same (whether or not the Obligations are 
to be paid at Stated Maturity or are to be redeemed 
prior to Stated Maturity), but, if said Obligations 
are to be redeemed, the required notice of 
redemption shall have been given (or provisions 
reasonably satisfactory to the Indenture Trustee 
therefor shall have been made); 

provided, that this definition is subject to the provisions of 
Section 6.08 of Exhibit 1 to the Indenture. 

"Secretary" means the Secretary of Transportation or any 
official or body from time to time duly authorized to perform the 
duties and functions of the Secretary of Transporation under 
Title XI (including the Maritime Administrator, the Acting 
Maritime Administrator, and, to the extent so authorized, the 
Deputy Maritime Administrator and other officials of the Maritime 
Administration). 

"Secretary's Note" means the promissory note issued and 
delivered on the Obligation Closing Date by the Shipowner to the 
Secretary as described in the Security Agreement, and shall also 
mean any promissory note issued in substitution for and 
replacement thereof. 
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"Secretary's Notice" means a notice from the Secretary 
to the Indenture.Trustee to the effect that (a) a default, within 
the meaning of Section 1105(b) of the Act, has occurred under a 
mortgage, loan agreement or other security agreement that has 
been entered into between the Secretary, the Shipowner and any 
other parties in order to protect the interests of the United 
States in connection with the Guarantees, (b) such notice is 
given for the purposes of Section 6.01(b) of Exhibit 1 to the 
Indenture in order to protect the security interests of the 
United States under such mortgage, loan agreement or other 
security agreement, and (c) the Guarantees will terminate upon 
the expiration of 60 days from the date of such notice if the 
Indenture Trustee and each Obligee shall have filecl to demand 
payment of the Guarantees as provided in the Indenture, in the 
Guarantees or in the Act. Such notice shall be given (i) in 
writing, by registered mail, return receipt requested, deposited 
in the United States mails on the date of such notice and 
addressed to the Indenture Trustee, to the attention of a 
Responsible Officer in the Corporate Trust Office, in accordance 
with the Special Provisions of the Indenture, (ii) by collect 
telegram, telex, telecopy or other similar means of transmission, 
dispatched on such date and addressed to the Indenture Trustee, 
to the attention of a Responsible Officer in the Corporate Trust 
Office, as aforesaid, and (iii) by collect telephone call made on 
such date to a Responsible Officer of the Indenture Trustee in 
the Corporate Trust Office. A Secretary's Notice shall not be 
deemed to have been given unless it shall have been given in 
accordance with all the provisions of this definition, and the 
date of any Secretary's Notice shall be deemed to be on the date 
on which it is so given. 

"Secured Notes" means the Secured Notes due December 31, 
2000 issued on the Note Closing Date pursuant to the Security 
Agreement, unless the context shall otherwise require. 

"Security" has the meaning specified in the Granting 
Clause of the Special Provisions of the Security Agreement. 

"Security Agreement" means prior to the Note Closing 
Date the Security Agreement relating to the Vessels dated the 
Obligation Closing Date, from the Shipowner to the Secretary of 
Transportation, and on and after the Note Closing Date the 
Security Agreement relating to the Vessels between the Shipowner 
and the Loan Participant dated the Note Closing Date, as the same 
may be amended, modified or supplemented in accordance with the 
applicable provisions thereof. 

"Security Default" means any of the events specified in 
Section 6.01 of Exhibit 1 to the Security Agreement. 
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"Settlement Date" means the Business Day designated by 
the Charterer by written notice occurring at least five days 
after the Charterer shall deliver the Settlement Date Certificate 
of Shipowner's Cost to the Shipowner, the Owner Participant and 
the Lender, provided that such date shall not occur later than 
December 31, 1981. 

"Settlement Date Certificate of Shipowner's Cost" means 
a certificate of the Charterer substantially in the form of 
Exhibit G to the Participation Agreement, approved by the 
Shipowner, which shall set forth in reasonable detail (a) the 
amount of all items of Differential Shipowner's Cost and 
specifying to whom each such item is payable and attaching to 
such certificate an invoice, bill or similar document, if 
available, of each Person who is to be paid for such items and 
(b) the amount of the Owner Participant's investment and the 
Lender's loan to be made pursuant to Section 2(d) of the 
Participation Agreement. 

"Shipbuilder" means Dravo Corporation, a Pennsylvania 
corporation, and its successors and assigns. 

"Ship Mortgage Act" means the Ship Mortgage Act, 1920, 
as amended. 

"Shipowner" means The Connecticut Bank and Trust 
Company, National Association, not in its individual capacity but 
solely as owner trustee under the Trust Agreement and, shall also 
include its successors and assigns. 

"Shipowner's Cost" means, with respect to any Vessel, 
the aggregate of the Vessel Costs and Transaction Costs for such 
Vessel as set forth in the Delivery Date Certificate of 
Shipowner's Cost for such Vessel until delivery of the Settlement 
Date Certificate of Shipowner's Cost, and thereafter such 
aggregate plus Differential Shipowner's Cost for such Vessel as 
set forth in the Settlement Date Certificate of Shipowner's Cost 
until delivery of the Final Certificate of Shipowner's Cost, if 
any, and thereafter such aggregate plus Refinancing Cost for such 
Vessel as set forth in the Final Certificate of Shipowner's Cost. 

"Shipowner's Documents" means all Principal Documents 
other than the Trust Agreement, the Construction Contract, 
Amendment No. 1, 2 or 3, as the case may be, to Title XI Reserve 
Fund Depository Agreement, the Restricted Title XI Reserve Fund 
Depository Agreement, the Authorization Agreement, the Guaranty 
and the Consent of Shipbuilder. 

"Shipowner's Liens" means those Liens of the character 
required to be discharged by the Bank pursuant to Section 17 of 
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the Participation Agreement. 

"Shipping Act" means the Shipping Act, 1916, as amended. 

"Special Provisions" when used with respect to the 
Indenture, the Security Agreement or the Restricted Title XI 
Reserve Fund and Financial Agreement means the agreement 
exclusive of any Exhibits thereto. 

"Special Depository Fund has the meaning specified in 
Section 2 of the Depository Agreement. 

"Stated Maturity" means, when used with respect to any 
Secured Note or Refinancing Obligation, the date specified in 
such Secured Note or Refinancing Obligation as the fixed date on 
which the principal of such Secured Note or Refinancing 
Obligation is due and payable without regard to provisions for 
earlier maturity by acceleration. 

"Stipulated Loss Value" means, with respect to a Vessel 
or a Cover, an amount determined by multiplying Shipowner's Cost 
for such Vessel or Cover by the appropriate percentage indicated 
in Schedule Two to the Charter opposite the applicable Charter 
Hire Payment Date (as such percentage may be adjusted pursuant to 
the terms of Section 23 of the Participation Agreement); provided 
however that anything herein to the contrary notwithstanding 
Stipulated Loss Value shall not be less than the Proportionate 
Part of the Secured Notes; provided further that the foregoing 
shall not be deemed a guarantee by the Charterer of the Secured 
Notes. 

"Supplemental Hire" means all amounts which the 
Charterer agrees to pay to any of the Shipowner, the Owner 
Participant, the Lender, the Loan Participant or the Secretary 
pursuant to the Charter, the Participation Agreement or the 
Refinancing Agreement, including without limitation Stipulated 
Loss Value and Termination Value, but other than Basic Charter 
Hire. 

"Termination Value" means, as of any Charter Hire 
Payment Date with respect to a Vessel or a Cover, an amount 
determined by multiplying the Shipowner's Cost of such Vessel or 
Cover by the appropriate percentage indicated in Schedule Two to 
the Charter (as such percentage may be adjusted pursuant to the 
terms of Section 23 of the Participation Agreement); provided, 
however, that anything herein to the contrary notwithstanding 
Termination Value shall not be less than the Proportionate Part 
of the Secured Notes; provided further that the foregoing shall 
not constitute a guarantee by the Charterer of the Secured Notes. 
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"Title XI" means Title XI of the Acts as in effect on 
the Obligation Closing Date. 

"Title XI Obligations" means the Obligations. 

"Title XI Reserve Fund and Financial Agreement" means 
the Title XI Reserve Fund and Financial Agreement dated 
January 31, 1978, Contract No. MA-8870, among the Secretary, the 
Charterer and the subsidiaries of the Charterer named therein, as 
amended by Amendment No. 1 to Title XI Reserve Fund and Financial 
Agreement, and as it may be further modified, amended or 
supplemented from time to time in accordance with the applicable 
provisions thereof. 

"Transaction Costs" means and includes reasonable legal 
fees and disbursements of special counsel to the Charterer, the 
Shipowner, the Owner Participant, the Lender, the purchasers of 
the Refinancing Obligations and the Indenture Trustee, printing 
or duplicating expenses, reasonable debt placement fees and 
expenses incurred in connection with the issuance of the 
Refinancing Obligations, the investigation fee of the Maritime 
Administration described in §298.15 of 46 CFR 298, any commitment 
fee paid to the Lender or the purchasers of the Refinancing 
Obligations and all other similar transaction expenses 
contemplated by the Participation Agreement, but excluding any 
accounting fees, any costs of in-house counsel and any other 
Persons employed by the parties hereto, and any costs which with 
the consent of the Owner Participant are paid directly by the 
Charterer. Transaction Costs shall not include any items 
included in Vessels Costs. Transaction Costs shall be allocated 
equally among the Vessels. 

"Treasury Regulations" means the federal income tax 
regulations issued under the Code. 

"Trust Agreement" means the .Trust Agreement, dated as of 
April 1, 1981, as amended by Trust Agreement Amendment No. 1, 
dated as of the Obligation Closing Date, between the Bank and the 
Owner Participant, Trust Agreement Amendment No. 2, dated the 
Note Closing Date, as the same may be modified, amended or 
supplemented from time to time in accordance with the applicable 
provisions thereof. 

"Trust Estate" shall have the meaning assigned in 
Section 1.2 of the Trust Agreement. 

"United States" means the United States of America. 

"Vessel" means each of the box hopper barges named 
DM 2801 through DM 2820, Official Nos. 633859 through 633878, 
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delivered by the Shipbuilder and accepted by the Shipowner 
pursuant to the Construction Contract and simultaneously 
delivered by the Shipowner and accepted by the Charterer pursuant 
to the Charter, being of approximately 1223.97 gross tons and 
1223 net tons and constructed in 1981 at Neville Island, 
Pennsylvania, together with all of its engines, boilers, 
machinery, masts, spars, boats, anchors, cables, chains, rigging, 
tackle, apparel, furniture, capstans, outfit, tools, pumps, 
pumping and other equipment or gear, furnishings, appliances, 
fittings and spare and replacement parts and all other 
appurtenances to said barge pertaining or belonging, including 
the Charterer-Furnished Equipment, if any, and the related Cover, 
whether now owned or hereafter acquired, whether on board or not 
on board, and also any and all additions, improvements and 
replacements hereafter made in or to said barge and Cover or any 
part thereof, or in or to her equipment and appurtenances 
aforesaid, and when used with respect to the Mortgage shall have 
the meaning specified in the Mortgage. 

"Vessel Costs" means, with respect to any Vessel, an 
amount equal to the sum of (i) the amount paid or payable by the 
Shipowner to the Charterer to reimburse the Charterer for amounts 
paid by or on behalf of the Charterer under the Construction 
Contract or for Charterer-Furnished Equipment, plus (ii) the 
aggregate of all payments due from the Charterer to the 
Shipbuilder pursuant to the terms of the Construction Contract 
and to other Persons with regard to Charterer-Furnished 
Equipment, plus (iii) to the extent not included as a part of (i) 
or (ii) above, any appraisal fees, fees relating to documentation 
of the Vessels, costs of construction supervision, naval 
architects' and engineers' fees, interest on construction costs 
during the period of construction, and any delivery or other 
transportation charges and sales taxes, if and to the extent that 
any of the same are allowable as costs of new Section 38 property 
within the meaning of the Code. 
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EXBZBZT 1 

General Proviaions Zneorporated Into the 
Security Agreement by Beference 

ABTZCLE Z 

Definitions; Officer's Certificates and 
Opiniona of Counael 

Section 1.01. Definitions. For all purposes of this 
Security Agreement, the terms used herein shall have the meanings 
specified in the Special Provisiona hereof. 

Section 1.02. Officer's Certificatea and opinions of 
Counsel, (a) Each Officer's Certificate or Opinion of Counael 
with respect to compliance with a covenant or condition provided 
for in this security Agreement (or waiver thereof) shall include: 

(1) A statement that the Person making such certiricate or 
rendering such opinion haa read auch covenant or condition; 

(2) A brief atatement aa to the nature and scope of the 
examination or investigation upon which the statements or 
opinions contained in such certificates or opinions are based; 

(3) A statement that, in the opinion of such Person, he has 
made or caused to be made such examination or investigation aa is 
neceaaary to eneible him to expreaa an informed opinion aa to 
whether or not such covenant or condition has been complied with 
(or compliance therewith has been waived) ; and 

(4) A statement as to whether or not, in the opinion ot such 
Person, such condition or covenant has been complied with (or 
such compliance has been waived). 

(b) An opinion of Counsel may be based (insofar aa it 
relatea to factual matters, or to information which is in the 
posaeaaion of any Peraon) upon a certificate or opinion of or 
repreaentationa in writing signed by aui officer or ofricera of 
such Peraon or by auch Person and (inaofar as it relates to 
matters required or permitted under this Security Agreenent to be 
covered by a certificate or opinion of or representations by an 
appraiser^ accountant, engineer cr other expert) upon the 
certificate or opinion of or representations by such Person so 
acting, and may be based upon an Opinion of Counsel signed by 
another counsel. 
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An Opinion of Counael may atate that aaid opinion ia subject 
to the execution and delivery of deaignated inatrumenta if copiea 
of such instruments in form approved by such counael are 
delivered to the Secretary prior to or concurrently with the 
delivery of said opinion. 

(c) A certificate or opinion of a Person other than counsel 
may be based, inaofar as it relatea to legal mattera, upon an 
Opinion of Counsel, unless the Person signing such certificate or 
opinion knows that such Opinion of Counsel is erroneous or, in 
the exercise of reasonable care, should have known that the same 
was erroneous. 

(d) Tf the security Agreement, the Depository Agreement, if 
any, or the Mortgage requirea or permita the execution of any 
document by officers, appraisers, accountants, engineers, 
experta, counael or other Persons, auch document may be executed 
in counterparta by different officera, appraiaera, accountants, 
engineera, experta, counael or ether peraona, ail of which shall 
form one inatrument. 

(e) If the signer of any document ia required to be approved 
by the Secretary, the acceptance of auch document by the 
secretary ahall be sufficient and conclusive evidence of auch 
approval. 

(f) If the delivery of any document ia a condition precedent 
to any action required by thia Security Agreement, the Mortgage 
or the Oepoaitory Agreement, (if any) , auch document may be 
witndrawn, revoked, reaeinded, modified or amended at any time 
prior to such action, and, in the event of any auch withdrawal, 
revocation or reacission, auch document shall be disregarded for 
all purposea of thia security Agreement, the Mortgage or the 
Oepository Agreement (if any). 

ABTZCLE ZZ 

Bepreaentationa and Agreementa 
of the Shipowner 

The Shipowner hereby representa and agreea, so long aa tnia 
Security Agreement shall not have been discharged, aa followa: 

Section 2.01. organization. Exiatence aiid Taxea of 
Shipowner. The shipowner (i) if a corporation, ia duly organized, 
validly exiating and in gocd atanding under the lawa of the 
jurisdiction deaignated in the initial paragrapn of the Special 
Provisiona hereof, (ii) if acting aa an owner truatee, ia duly 
ronatituted and exiating as a truatee purauant to an owner truat 
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agreement and in ita individual capacity, ia a banking 
corporation duly organized, validly exiating and in good atanding 
under the lawa of the jurisdicticn designated in tne initial 
paragraph of the Special Provisiona hereof, and (iii) in either 
case, except aa provided in Article IX, ahall maintain such 
corporate existence, and the Shipowner haa paid or caused to be 
paid all taxea aaaesaed againat it, unlesa the same are oeing 
concested in good faith or an authorized extension ot time has 
been granted. 

Section 2.02. United states Citizenship of Shipowner, (a) 
The Shipowner is a citizen of the United States within tne 
meaning of Section 2 of the shipping Act, 1916, as amended, and 
shall remain such a citizen for operation in the trades m which 
the Shipowner proposes to operate the Vessels, or in the event 
the Shipowner shall cease to be such a citizen, the Shipowner 
shall notify the Secretary thereof as soon as it obtains 
knowledge of such fact. 

(b) Within 30 daya after the date of each annual meeting of 
ita stockholders, or of any written conaent in lieu thereof, the 
Shipowier shall submit to the Secretary supplemental proof to 
establish that it remains a citizen of the United States within 
the meaning uf the foregoing paragraph (a). 

Section 2.03. Authorization of Security Agreement. 
Obligations and Related Agreements. The execution and delivery of 
this Security Agreement, tbe Depository Agreement (if any), the 
Indenture, the Secretary's Note, and the Obiigationa have been 
duly authorized by the Shipowner and are not in contravention of 
any indenture, agreement or undertaking to which tint Shipowner is 
a party or by which it ia bound. 

section 2.04. (a) Title tc and Poaaeasion of the vessels. 
On tne date of thia Security Agreement the Shipowner lawfully 
owns each Veaael free from any li«i whataoever (aubject to (i) 
the equity of the Shipbuilder under the conatruction contract, 
(ii) liena which tbe Shipbuilder ia obligated to discnarge under 
the Conatruction contract, (iii) any pledge or aaaignment, 
subordinated to the intereat of the secretary hereunder, 
permitted under the Special Proviaiona hereot, and (iv) the 
righta of the Secretary hereunder) and ahall for the Secretary's 
benefit, warrant and defend the title to, and cauae the charterer 
to warrant and defend title to, and poaaeaaion of, each vessel 
and every part thereof againat the claims and demands of all 
Persona whomaoever ariaing during the Charter Period; and the 
Shipowner repreaenta that the Charterer, for the benefit of the 
secretaury, haa agreed in the Charter in accordance with the 
proviaiona thereof to warrant and defend the title to and 
possession of eaeh Vessel and every part thereof against the 
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claima and demanda of all Peraona whomaoever ariaing during the 
Charter Period; provided that (except during aueh period that 
such Vesael shall have been levied upon and taken into cuatody or 
detained in any proceeding in any court or tribunal or by any 
government or other authority [except in connection with takings 
or requisitions of the title or uae of such Vessel by any 
government or governmental body] and not released) ~ 

(1) The foregoing shall not apply: 

(A) to liens for Crew's wages and salvage (including 
contract salvage) which shall not have been due and payable 
(i) if prior to the Delivery Date of the respective Vessel, 
for 55 days, or (ii) if after the Delivery Date of the 
respective Vessel, for 10 days after termination of a voyage, 
or which, in either event, shall then be contested by the 
Shipowner or the Charterer in good faith; 

(B) to liens for Crew's wages, salvage (including 
contract salvage) and general average which are either 
unclaimed or covered by inaurance; 

(C) to liena incident to current operations (except for 
Crew's wages, salvage and general average), liena for the 
wages of a stevedore when employed directly by the Shipowner, 
the Charterer or the operator, master or agent of any Vessel 
or to liens covered by insurance and any deductible 
applicable thereto; 

(D) to liena for repaira or with reapeet to any cnangea 
made in any Veaael purauant to peuragraph (i) of thia section; 

(S) to liena which shall, (i) on the Delivery Date, (if 
the date of execution and delivery of this Security Agreement 
is on or prior to the Delivery Date) have arisen incident to 
pre-delivery testing or in the ordinary courae of buaineaa in 
furniahing, aupplying and preparing any Veaael for operation 
or (ii) on the date of the execution and delivery oi this 
security Agreement, (if the Delivery Date is prior to the 
date hereof) have arisen in the ordinary course of operation 
of any Veaael and which shall, to the extent known to the 
Shipowner, be in an aggregate amount of not more than the 
amount specified in the Special Proviaiona hereof for auch 
Veaael (exeluaive of liena covered by inaiiranee and any 
deductible applicable thereto and liena which the Shipbuilder 
ia obligated to diaeharge under the conatruction contract); 

(F) in the event the uae or title of the reapective 
veaael ia taken or requiaitioned by any government or 
governmental body; 
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(6) in the event of an actual or constructive total 
loas or an agreed or compromised total loaa of the respective 
Vessel; or 

(H) to mortgages to the extent permitted by paragraph 
(b) of thia Section; 

provided that the liens stated to be permitted by the foregoing 
subparagraphs (A) through (0) shall, unless they constitute a 
lien for damages arising out of tort, for wages of a stevedore 
wnen employed directly by the Shipowner, the Charterer, or the 
operator, master, or agent of the respective Vessel, tor Crew's 
'•4ages, for general average, or for salvage (including contract 
salvage), be permitted only to the extent they are liens 
subordinate to the lien of the Security; and 

(2) Tne foreqoing, insofar as it relates to the possession 
of a Vessel, shall not apply to sales, transfers and enarters 
permitted by paragraph (b) of thia Sect on. 

(b) Sale. Mortgage.. Tranafer 0£ charter og the veaaela. The 
Shipoimer shall not, without the prior written consent of the 
secretary, sell, mortgage, demise charter or transfer any vessel, 
or charter any Vessel to an Affiliate under any form of charter, 
except the toregoing shall not apply to (i) the Charter, (ii) 
takings, or requisitions of the title or use of any Vessel by any 
government or governmental body, (iii) mergers or consolidations 
permitted by Article IX, or (iv) demise charters approved by the 
secretary in writing. 

(c) Taxes and Governmental Charges. The Shipowner shall pay 
and discnarge, or cauae to be paid and diaeharged, on or before 
tne same shall become delinquent, all taxes, assessments, 
government chargea, finea and penalties lawfully imposed upon 
each Vessel, unleaa the aame are being conteated in good faith. 

(d) Liena. (1) Aa a condition precedent to eaeh payment by 
the Shipowner under the Conatruction Contract, the Shipowner 
shall require evidence from the Shipbuilder showing that there 
are no liena or righta ^ rem against the respective Veaael 
prohibited by the Conatruction Ccntract. After the Delivery Date 
of eaeh Veaael, the Shipowner shall forthwith satisfy, or cause 
to be satisfied, within 30 daya of its knowledge thereof, any 
lien or encumbrance which shall be filed against such vesael 
unleaa the aame ia being conteated in good faith; and 

(2) Neither the Shipotmer, any charterer, the maater of the 
Veaael, nor any other Peracn haa or ahall have any right, power 
or authority, without the prior written conaent cf the Secretary, 
to create, incur or permit to be placed or impoaed on any Veaael 
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any lien whataoever, other than (A) the Mortgage, (B) the 
Charter, and (C) liena permitted upon and after the Delivery Date 
of such vessel by paragraph (a) of thia section. The secretary 
nereby conaenta to other liena incident to current operations, 
but only to the extent that they are subordinate to the Mortgage. 

(e) Documentation of the Vessels. The Shipowner represents 
that the Charterer nas agreed in the Charter to maintain the 
documentation of each Vessel, upon and after its respective 
Delivery Date, in the Shipowner's name under the laws and flag of 
the United Statea in accordance with the terms of the charter. 
Tne Shipowner agrees to execute such documents and furnish such 
information as the Charterer may reasonably require to enable the 
Charterer to maintain such documentation. 

(f) Compliance with Applicable Laws, etc. Each Veaael (1) ia 
designated to meet, and on the Delivery Date thereof and at all 
timea thereafter shall meet (unlesa otherwiae required by any 
military authority of the United statea and except during such 
period aa (A) the uae or title of such veaael haa been taken, or 
requiaitioned by any government or governmental body aa 
contemplated by paragraph (b) of thia Section, (B) there haa been 
an actual or constructive total loss or an agreed or compromised 
total loss of such Vessel, or (C) there has been any other loss 
witn respect to such vessel and the Shipowner shall not nave had 
a reasonable time to repair the same), all requirements of 
applicable laws, treaties and conventions, and of applicable 
rules and regulationa thereunder, and the Shipowner shall not 
consent to any cnange in the Ccnstruction contract which releases 
the Shipbuilder f.rom ita obligation to comply with auch 
requirementa, except to the extent that, with the prior written 
consent of the Secretary, such requirements shall then be 
contested in good faith by the Shipowner, and (2) shall have on 
board, as and when required thereby, valid certificates showing 
compliance therewith. 

(g) Operation o f the Vessels. The Shipowner shall not 
(unless otherwise required by any military authority of the 
United States and except during such period as the use or title 
of any Veaael haa been taken or requiaitioned by any government 
or governmental body aa contemplated by paragraph (b) of thia 
section) (1) cause or permit the vessels to be operated in any 
manner contrary to law or contrary to any lawful rulea or 
regulationa of the Maritime Adminiatration, (2) remove or attempt 
to remove the veaaela beyond the limita of the United statea 
(except with tne prior written conaent of the Secretary) save on 
voyages with the intention of returning to tne United States, or 
(3) unlesa there has been an actual or conatruetive total losa or 
em agreed or compromised total less of any of the veaaels, 
abandon such Vessel in any foreign port. 
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(h) condition and Maintenance of the Vessels. Each Vessel, 
snail on her Oelivry Date, meet all requirements to entitle her 
to tne hio^ect classification and rating for vessels of the same 
age cLnd .typ? m th? A^.arican Sureau of Shipping. 

The Shipcwr.er shall at all times (unless otnerwise required 
by iny nilitsry authority cf the United States and except during 
sucn period uS (1) the use cr title of any Vessel nas been taken 
or requisi tionec^ i.y any governirent or governmental body as 
cont;.-n=l.ites cy paruoraph (t) of this Section, (2) tnere has been 
an ictUc-1 or co".stri;;tiv» total less or an agread or compromis^i 
total loss or such Vessel, or (3) there has been any ot.ier loss 
witn resppct to :5ych Vessel and the Shipowner shall not nav.? n a i 
a ridFondtle n m ^ to repair the same) after the respective 
Delivery Dat^, (.A) at i.T:s own cost and expense, maintain dnd 
p.Tesisrve each ves.^el, sc far as may be practicable, in at least 
e.̂  qood order ano condition, ordinary wear and tear excepted, as 
Jt c.ie O'^livery Tate, and (B) except with tne express permission 
of -r.nfe Maritim*' Administration during any idle or inactive 
r<-:'riod, keeo eaĉ i Vessel in such condition aa will entitle her to 
retain tne hignest classification aitd rating for vessels of the 
sane age ana type in tbe American Bureau of Shipping (or other 
classification society cf like standing if the requirements of 
tne Americar Sureau of Shipping shall not be applicable). 

Tne ?nipown«r s.^all, on the Delivery Date, tumisn to the 
Secretary ar. Interi.-n Classification Certificate tor each Vessel 
issued by the \r.eric&xi bureau of Shipping (or other 
classification society o t lixe standing if the requirements cf 
t.-)e American bureau cf Shipping shall not be applicable) and 
pron.ptly after the Delivery Date, furnish to the Secretary a 
Certiricate cf Classi.-cic£tion issued by the American Bureau of 
Shipping (or such ether classification society). During each 
calendar year after the year in which the Delivery Date occurs 
(.mless any military authority of the United States requires that 
t^e above-nentiuned classification and rating not be retained and 
exciipt during perioda as aforesaid) the Shipowner ahall (1) 
furnian to the Secretary a Certificate of Confirmation of Claaa 
issued by the American Bureau of Shipping (or such other 
classification society) showing that the above-mentioned 
classificatien and rating have been retained for each vessel and 
(2) furnish to the Secretary copiea of all American Bureau of 
snipping reports on annual, ether periodical and damage surveys 
for each Vessel. 

(i) Material Chances in the Vesaela. After the Delivery Date 
of any Veaael, the Shipowner shall not make, or permit to be 
made, or give its consent to anyone to make, any material changes 
in the structure, means of propulsion, type or speed of such 
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Vessel or m her rig, unleaa it ahall have received the 
Secretary's prior written consent thereto. 

Section 2.05. Maintenance of construction Contract, etc. 
The Construction Contract (insofar as it relates to the 
respective Vessel) and the Charter shall be maintained in full 
force and effect insofar as it relates to the due performance by 
the Shipowner of all its obligations thereunder and the Shipowner 
shall not, without the prior consent of the Secretary, amend, 
modify or terminate the Construction Contract or consent to any 
cnange in the Construction Contract which releases the 
Shipbuilder from its obligations to comply with all applicable 
laws, treaties, conventions, rules and regulations, except to tne 
extent that, with the prior written consent of the Secretary, 
such requirements are being contested in good faith by the 
Shipowner or the Charterer. The Shipowner shall give the 
Secretary notice of the occurrence of any event wnich constitutes 
an Event of Default under the Charter, or which would, with the 
passage of time or giving of notice or both, conatitute an Event 
of Default, promptly after it haa Actual Knowledge of aueh event. 

Section 2.06* Execution and Delivery of the Mortgage. On 
the Delivery Date of each Vessel, the Shipowner shall (i) execute 
and deliver to the Secretary the Mortgage (or, if appropriate, a 
Mortgage Supplement) in the form required by the Granting Clause 
of the Special Provisions hereof, (ii) record or cause to be 
recorded the Mortgage (or, if appropriate, a Mortgage supplement) 
in the office of the United states Coast Guard, or its successor, 
at the home port of the delivered Vessel and endorse the same 
upon each such Vessel's document (or shall make due provision for 
said endorsement) and (iii) deliver to the Secretary an opinion 
of its counsel in substantially the form annexed hereto as 
Exhibit B to the term of the Mortgage (except that said form of 
opinion may be appropriately revised in the event the Mortgage 
[or, if appropriate, a Mortgage Supplement] shall not at auch 
time have been endoraed on the dceument of auch Veaael but the 
snipowner ahall have made due proviaion therefor) . 

section 2.07. Inaurance. (a) Prior to the Delivery Date of 
each vessel, the Shipowner shall, without cost to the Secretary 
or, witn respect to war risk builder's risk insurance mentioned 
below, without coat to the Shipbuilder, cauae each Veaael to be 
inaured as provided in the construction Contract and as 
contemplated by any eonaent of the Shipbuilder; provided that, 
the inaurance required by thia paragraph (a) shall be approved by 
the Secretary. 

(b) Upon tne Delivery Date of eaeh Vessel and at all times 
thereafter, the Shipowner or the Charterer shall, without cost to 
the Secretary, Keep such Vessel insured as incicated below and 
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witn such additional insurance as may be specified by the 
secretary in an amount in dollara (in any coin or currency of the 
United Statea which at the time of the policy in queation ia 
legal tender for public and private debta) at leaat equal to 110« 
of the unpaid principal amount of the Proportionate Outatanding 
Obligations, or such greater sum, up to and including the full 
commercial value of such Vessel as may be required by the 
Secretary by, except in the ease of the insurance required on the 
Delivery Date, at least 30 days', written notice (15 days' written 
notice in the case of war risk insurance, if any) to the 
Shipowner prior to the end of any policy period: 

(1) .marine and war risk hull insurance under the latest 
(at the time of issue of the policies m question) tiorms of 
American Institute of Marine Underwriters' policies approved 
by the Secretary and/or policies issued by or for the 
Maritime Administration (or under such other forms of 
policies as the Secretary may approve in writing) insuring 
such Vessel againat the uaual riaka covered by auch forma 
(including, at the option of the Shipowner or the Charterer, 
auch amounta of increaaed value and other forma of "total 
loaa only" inaurance aa are permitted by aaid hull inaurance 
policiea); and 

(2) While any Veaael ia laid up, at the option of the 
Shipoimer or the Charterer and in lieu of the above-mentioned 
marine and war riak hull or marine and war riak hull and 
increaaed value inaurance, pert riak inaurance unoer the 
latest (at the time of issue of the policies in question) 
forms of American Institute of Marine Underwriters' policies 
approved by the Secretary and/or policies issued by or for 
the Maritime Administration (or under such otner forms of 
policies aa the Secretary may approve in writing) inaurmg 
such Vessel against the usual risks covered by such forms. 

Irrespective of the foregoing, the Shipowner or the 
Charterer, with the prior written consent of the Secretary, shall 
have the right to self-insure up to the amount specified in the 
Special Provisiona hereof for any loss resulting from any one 
accident or occurrence (other than an actual or constructive 
total loaa of any Vesael). 

(c) All policiea of insurance under this Section shall 
provide, ao long aa thia security Agreement haa not been 
discharged, that payment of all loaaea ahall be made payable to 
the secretary for diatribution by him to himaelf, the Shipowner, 
the Charterer, and (in the caae of the inatxrance required by 
paragrapn (a) of thia Section) the Shipbuilder, except that (i) 
aa provided in peiragraph (e) of thia Section ax\d (ii) under the 
policiea required by paragraph (b) of thia Section, payment of 
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all loaaea up to the amount apecified in the Special Proviaiona 
hereof by all insurance underwriters with respect to any one 
accident, occurrence or event may be made directly to the 
Shipowner or the Charterer. 

Any such insurance recoveries to which the Secretary shall be 
so entitled shall be applied aa followa: 

(1) Zn the event that inaurance becomes payable under 
said policies on account of an accident, occurrence or event 
not resulting in an actual cr constructive total loss or an 
agreed or compromised total loss of any Vessel, the Secretary 
shall (A) if there is no existing Default and if none of the 
events described in Section 2.09 has occurred, in accordance 
with a Bequest of the Shipowner or the Charterer, pay, or 
consent that the underwriters pay, direct for repairs, 
liabilities, salvage claims or other charges and expenses 
(ineluding sue and labor charges due or paid by the Shipowner 
or the Charterer) covered by the policiea, or (to the extent 
that, aa atated in an officer'a certificate delivered to the 
Secretary, accompanied by written confirmation by the 
underwriter or a aurveyor or adjuater, the damage ahall have 
been repaired and the coat thereof paid or such liabilities, 
salvage claims, or other charges amd expenses discharged or 
paid) reimburse, or conaent that the underwritera reimburae, 
the Shipowner or the Charterer therefor and (after all known 
damage with respect to the particular loss shall have been 
repaired, except to the extent the Shipowner or tne 
Charterer, with the written conaent of the secretary, deema 
tne said repair inadvisable, and all known coata, 
liabilitiea, aalvage claims, chargea and expenaea, covered by 
the policiea, with respect to such loss shall have been 
discharged or paid, as stated in an Officer's Certificate 
delivered to the Secretary, accompanied by written 
confirmation by the underwriter or a surveyor or adjuster) 
pay, or consent that the underwritera pay, any balance to the 
Shipowner or the charterer, or (B) if there ia an exiating 
Default, in accordance with a Bequeat of the Shipowner or the 
Charterer, pay, or eonaent that the underwritera pay, direct 
for the Shipowner'a proporticn of such repaira, liabilities, 
salvage claims or ether charges and expenses (ineluding sue 
and labor chargea due or paid by the Shipowner or tne 
Charterer) covered by the policiea and hold any balance until 
the aame may be paid or applied under •elauae (A) , (C) or (D) 
of thia aubparagraph (1), whichever ia applicable, or (C) if 
the Guaranteea ahall have terminated purauant to section 
3.05(3) and none of the events described in Section 2.09 has 
occurred, apply the insurance as provided in section 6.05, or 
(D) if the Guarantees shall have termina-Led purauant to 
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section 3.05(2) or (4), pay the inaurance to the Shipowner or 
the Charterer; 

(2) In the event of an accident, occurrence or event 
reaulting in an actual or conatruetive total loaa ot any 
Veaael prior to the Delivery Date of such Veasel, the 
Shipowner or the Charterer shall forthwith deposit with the 
Secretary any insurance moneys which the Shipowner or tne 
Charterer receives on account thereof under policiea of 
insurance required by paragraph (a) of this Section, and any 
such insurance moneys shall be held by the Secretary for 10 
days (or such lesser or further time as the Shipowner and tne 
Secretary may agree upon). Upon the expiration of said 
period of time, (A) if there is no existing Default and if 
the Shipowner, the Shipbuilder and the Secretary snail have 
elected not to construct such Vessel under the Construction 
Contract, then said insurance moneys shall be applied, to the 
extent necessary and required pursuant to Section 2.09, or 
(B) if there is no existing Default and if the Shipowner, the 
Shipbuilder and the Secretary shall not have made the 
election contemplated by the foregoing elauae (A) of thia 
aubparagraph (2), then aaid inaurance moneya (together with 
the funda of the Shipowner to the extent, if any, required by 
tne secretary for depoait on aeeount of intereat under elauae 
(ii) below) ahall be deposited in the Escrow Fund, in such 
amount and to tbe extent available, so that the moneys in the 
Escrow Fund after such deposit shall be equal to (i) the 
principal amount of the Propcrtionate Outstanding Obligations 
relating to such vessel at the time of such depoait and (ii) 
such interest on said deposit, if any, as may be required by 
the Secretary (said moneys to be subject to withdrawal in the 
same manner aa moneya originally depoaited in aaid Escrow 
Fund); and the balance, if any, of such insurance moneys held 
by the secretary shall be paid to the Shipowner; and 

(3) Zn the event of an accident, occurrence or event 
reaulting in an actual or conatruetive total loaa or an 
agreed or compromiaed total loaa of any Veaael whether prior 
to or after the Delivery Date of aueh Veaael and tne 
ina*iranee moneya have not been applied aa provided in 
aubparagraph (2) of this paragraph (e), the Shipowner or the 
Charterer shall forthwith deposit with the Secretary any 
insurance moneya whien the Shipowner or the Charterer 
receives on account thereof under policies of insurance 
required by this Section, and any such insurance moneya 
received by the Secretary, whether from the Shipowner or 
otherwiae, or held by the Secretary purauant to aubparagraph 
(2) above, ahall (A) if there ia no exiating Default, be 
applied to the extent neceaaary, purauant to Section 2.09, or 
(B) if there ia an existing Default, be held until the aame 
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may be applied under clause (A), (C) or (D) of this 
subparagraph (3), whichever ia applicable, or (C) if the 
Guaranteea ahall have terminated purauant to section 3.05(3), 
be applied aa provided in Section 6.05; provided that, 
irrespective of the foregoing, neither the Shipowner nor the 
Charterer shall be required to so depoait witn the secretaury 
insurance moneys in an amount which, together with funds 
otherwise available for the redemption of Obligations, is in 
excess of that required for the redemption of the 
Proportionate Outstanding Obligations pursuant to Section 
3.05 of Exhibit 1 to the Indenture and for the payment to the 
Secretary of all other sums that may be secured by this 
security Agreement and the Mortgage, or (D) if the Guarantees 
shall have terminated pursuant to Section 3.05(2) or (4), be 
paid to the Shipowner. 

(d) In the event of an accident, occurrence or event 
resulting in a conatruetive total loaa of any Veaael, tne 
secretary ahall have the right (with the prior written eonaent of 
the Shipowner and the Charterer, unleaa there ia an exiating 
Default, and at any time prior to the Delivery Date of auch 
veaael alao with the prior written conaent of the Shipbuilder) to 
claim for a conatruetive total loaa of aueh Veaael, and, if both 
(1) such claim is accepted by all underwritera under all policiea 
then in force aa to aueh Veaael under which payment la due for 
total losa and (2) payment in full ia made in cash under such 
policies, then the secretary shall have the right to abandon such 
vessel to the underwriters under such policies, free from the 
lien of this Security Agreement and the Mortgage. 

(e) commencing on the Delivery Date of each Veaael, the 
Shipowner or the Charterer ahall, without coat to the Secretary 
keep each such vesael insured against marine and war protection 
and indemnity risks and liabilities by policies of insurance 
approved by the Secretary aa to form and amount; provided that, 
(1) the Shipowner or the Charterer ahall, aa aoon aa poaaible 
after such Delivery Date, preaent any auch policy to the 
Secretary (who ahall promptly approve or diaapprove the same), 
(2) any approval of a policy under this paragraph (e) shall be 
effective until the end of the policy period or until 60 days 
after the Secretary shall notify the Shipowner and the Charterer 
of a desired change in the form and/or amount thereof, whichever 
shall first occur, and (3) war protection and indemnity inaurance 
ahall be required unleaa written notice atating aueh inaurance is 
not required is given by the Secretary to the Shipowner and the 
Charterer. 

such policies may provide that (1) if the Shipowner or the 
Charterer shall not have incurred the loss, damage, or expense in 
question, any loss under such insurance may be paid directly to 
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the Person to whom any liability covered by such policies haa 
been incurred (whether or not a Default then exiata), and (2) if 
the Shipowner or the Charterer ahall have incurred the loaa, 
damage or expenae in queation, any auch loaa ahall be paid to the 
Shipowner or the Charterer in reimburaement if there is no 
existing Default of which the underwriter has written notice from 
the Shipowner or the Secretary, or, if there is such an existing 
Default, to the Secretary to be held and applied as follows: (A) 
applied as provided in Section 6.05 in the event the Guarantees 
shall have terminated pursuant to section 3.05(3), or (B) to tne 
extent not theretofore applied pursuant to Section 6.05, paid 
forthwitn to the shipowner or the Charterer upon its Bequest in 
tne event there is no existing Default or the Guarantees shall 
hav4 terminated pursuant to section 3.05(2) or (4) at the date of 
the delivery of such Request; provided'that, irrespective of the 
foregoing, with the prior written consent of the Secretary, the 
Shipowner or the Charterer shall have the right to self-insure in 
an amount up to the limit specified in the Special Provisions 
hereof with respect to each accident, occxirrence or event, except 
that, with respeet to cargo or property carried, the Shipowner or 
the Charterer, with the prior written eonaent of the Secretary, 
ahall have the right to aelf-inaure in an amount up to the limit 
specified in the Special Provisicns hereof with respeet to each 
cargo or property carried. 

(f) All insurance required under this Section shall be 
placed and kept with the United States government or with 
American and/or British (and/or other foreign, if permitted by 
the Secretary in writing by notice furniahed to the Shipowner and 
the Charterer) inaurance companiea, underwritera' aasociations or 
underwriting funds approved by the Secretary of Commerce. All 
insurance required under this Section shall be arranged through 
marine insurance brokers and/or underwriting agents aa may be 
selected by the Shipowner and/or the Charterer and approved by 
the Secretary. 

(g) The secretary shall not have the right to enter into an 
agreement or compromise providing for an agreed or compromised 
total loaa of any veaael without the prior written conaent of (i) 
the Shipbuilder (prior to the Delivery Date of such vessel) and 
(ii) (unleaa there is an existing Default) the Shipowner and the 
Charterer. If (1) the Shipowner and the Charterer shall have 
given prior consent thereto or (2) there is an existing Default, 
the secretary shall have the right in his discretion, and with 
the prior written conaent of the Shipbuilder prior to the 
Delivery Date of aueh Veaael, to enter into an agreement or 
cempromiae providing for an agreed or compromiaed total loaa of 
such veaael; provided that, if the aggregate amount payable to 
the Shipowner and/or the Secretary under auch agreement or 
compromise, together with funds held by the secretary and 
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available for the redemption of Obligations, is not sufficient to 
redeem or pay the Proportionate Outstanding obligations purauant 
to Section 2.09, the Secretary ahall not enter into auch 
agreement or cempromiae without the prior written eonaent of the 
Shipowner and the Charterer. 

(h) During the continuance of (1) a taking or requiaiticn of 
the uae of any Veaael by any government or governmental body, or 
(2) a charter, with the prior written consent of the Secretary of 
the use of any Vessel by the United States Government or by any 
governmental body of the United States, or by any other 
government or governmental body, the provisions of this Section 
shall be deemed to have been complied with in all respects if 
sucn government or governmental body shall have agreed to 
reimburse, in a manner approved by the Secretary in writing, the 
Shipowner or the Charterer for less or damage covered by the 
insurance required hereunder or resulting from the risks 
indicated in paragrapha (a), (b) and (e) of tnia section or if 
the Shipowner or the Charterer ahall be entitled to juat 
compenaation therefor. In addition, the proviaiona of thia 
Section shall be deemed to have been complied with in all 
respects during any period after (A) title to any Vesael ahall 
have been taken or requiaitioned by any government or 
governmental body or (B) there shall have been an actual'or 
constructive total loss or an agreed or compromised total loss of 
any Vessel. In the event of any taking, requisition, charter or 
loss contemplated by this paragraph, the Shipowner or the 
Charterer shall promptly furnish to the Secretary an Officer's 
Certificate stating that such taking, requisition, charter or 
loss has occurred and, if there shall have been.a taking, 
requisition or charter of the use of any veaael, tnat the 
government cr governmental body in queation haa agreed to 
reimburae the Shipowner or the Charterer, in a manner approved by 
the Secretary in writing, fcr less or damage resulting from the 
risks indicated in the above-mentioned paragraphs (a) , (b) and 
(e) of this Section or that the Shipowner or the Charterer is 
entitled to juat compenaation therefor. 

(1) All inaurance required (A) under paragraph (a) of this 
Section shall be taken out in the names of the Shipowner, the 
United States and the Shipbuilder as assureds, and (B) under 
paragraphs (b) and (e) of this Section shall be taxen out in the 
names of the Shipowner, the Charterer and the United states as 
assureds. All policiea for such inaurance ao taken out ahall, 
unleaa otherwiae eonaented to by the secretary, provide that (1) 
there shall be no recourse against the United States for the 
payment of premiums or commissions, (2) if such policies provide 
for tne payment of club calls, assessments or advances, there 
shall be no recourse against the United States for the payment 
thereof, and (3) at least 10 days' prior written notice of any 
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cancellation for the non-payrent ef premiums, commissions, club 
calls, assessments or advances shall be given to the Secretary by 
the insurance underwriters. 

(j) The Shipowner shall not, without the prior written 
consent of the Secretary, (1) de any act, nor voluntarily suffer 
nor permit any aet to be done, whereby any insurance required by 
this Section shall or may be suspended, impaired or defeated or 
(2) suffer or permit any Vessel to engage in any voyage or to 
carry any cargo not permitted under the policies of insurance 
then in effect without first covering such Vessel with insurance 
satisfactory in all respects for such voyage or the carriage of 
such cargo; provided that, this paragraph shall be subject to the 
requirements of any military authority of the United States and 
shall not apply in the case of such Vessel if and so long as the 
titie or use of such Vessel shall have been taken, requisitioned 
or chartered Ly any government cr governmental body as 
contemplated by Section 2.09. 

(k) In the event that any claim or lien is asserted against 
any Vessel for loaa, damage or expenae which ia covered by 
inaurance hereunder and it ia neceaaary for the Shipowner or the 
Charterer to obtain a bond or aupply other aecurlty to prevent 
arrest of such vessel or to release such veaael from arreat on 
account of said claim or lien, the Secretary, on Request of the 
Shipowner or the Charterer, may, at the sole option of the 
Secretary, assign, to any Person executing a surety or guaranty 
bond or other agreement to save or release such Vessel rrom such 
arrest, all right, title and interest of the Secretary in and to 
said insurance covering such loss, damage or expense as 
collateral security to indemnify against liability under said 
bond or other agreement. 

(1) Except aa the secretary shall otherwise direct by notice 
in writing to the Shipowner and the Charterer, the Shipowner or 
tne Charterer ahall deliver to the Secretary the original 
policiea evidencing inaurance maintained under this Section; 
provided that, if any such original policy shall have been 
delivered previoualy te the Secretary or to a mortgagee by the 
Shipowner or the Charterer under another ahip mortgage of the 
Shipowner or the Charterer, the Shipovmer or the Charterer ahall 
deliver a duplicate or pro forma copy of auch policy to the 
Secretary. The secretary or any agent thereof (who may alao be 
an agent of the iaauer) shall at all timea huld the policiea 
delivered aa aforeaaid: provided that, if one or more of aaid 
policiea are held by an agent of the secretary, the Shipowner or 
the Charterer ahall, upon requeat of the Secretary, deliver a 
duplicate or pro forma eopy thereof to the Secretary and provided 
further that, if the Shipo%«ner or the Charterer ahall deliver to 
tne Secretary a Bequeat (1) stating that delivery of any such 
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policy to the insurer is necessary in connection with the 
collection, enforcement or settlement of any claim thereunder 
(i.icluding claims for return premiums and any other amounts 
payable by the insurer) and (2) setting forth the name and 
address of the Person to whom such policy is to be delivered or 
mailed for such purpose, and if the Secretary approves such 
.Request, the Secretary shall, at the expense of the Shipowner or 
the Charterer, deliver or mail (by registered or certified mail, 
postage prepaid) such policy in accordance with such Request, 
accompanied by a written direction to the recipient to redeliver 
sucn policy directly to the Secretary or an agent thereof when it 
has served the purpose for which so delivered. The Shipowner 
agrees that, in case it or the Charterer shall at any time so 
cause the delivery or mailing of any policy to any Person as 
aforesaid, the Shipowner will cause such policy to be promptly 
redelivered to. the Secretary or an agent thereof as aforesaid. 
The Secretary shall have no duty to see to the redelivery of such 
policy, but shall have the duty to request the redelivery thereof 
at intervals of 60 daya thereafter. 

(m) Nothing in thia Secticn ahall limit the inaurance 
coverage which the United statea may require purauant to any 
contract or agreement to which ^he United Statea and the 
Shipowner are partiea. 

The requirements of this Section 2.07 are expressly subject 
to the Special Provisions of this Security Agreement. 

Section 2.08. Inspection of the Vessels; Examination of 
Shipowner's Records. The Shipowner will (i) not interfere with or 
frustrate the right of the Secretary under the Charter to have 
access to the Vessels, their cargoes and papers for the purpose 
of inspecting the same and (ii) at reasonable times permit the 
Secretary, upon requeat, to make reaaonable, material and 
pertinent examination and audit of booka, recorda and accounta 
maintained by the Shipowner (of the owner truat, if the Shipowner 
is an o%mer truatee) and to take information therefrom and make 
transcripts or copies thereof: but, in each instance, only to the 
extent the Secretary may reasonably deem necessary or appropriate 
in connection with the performance of his duties and functions 
under the Act and in connection wich the agreements of the 
Snipowner hereunder. 

Section 2.09. Reguiaition of Title. Termination of 
construction Contract or Total Loaa of the Veaaela. In the event, 
aa to any Veaael, of (A) requisition of title to or seizure or 
forfeiture of auch veaael, (B) termination of the Conatruction 
contract relating to auch vessel pursuant to the provisions 
thereof unlesa the Shipowner shall elect, with the prior written 
consent of the Secretary, to have such vessel completed, or (C) 
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the occxirrence of the circumstances referred to in Section 
2.07(e) (3) if there ahall have been an accident, occurrence or 
event reaulting in an actual or conatruetive total loaa or an 
agreed or compromiaed total loaa of aueh Veaael— 

(1) The Shipowner ahall promptly give written notice 
thereof to the Secretary; 

(2) The Shipowner ahall (aubject to the conaent or 
approval of th^ secretary and/or the Maritime Administration 
if and to the extent they have jurisdiction) promptly pay all 
amounts it receives by reason of such requisition, seizure, 
forfeiture, termination or total loss to the Secretary; and 

(3) After all amounts which are reasonably expected to 
be received by the Secretary in connection witn any such 
requisition, seizure, forfeiture, termination or total losa 
(whether from the Shipowner purauant to the foregoing 
subparagraph (2), from a government or governmental body, or 
otherwise) ahall have been received by the Secretary (A) if 
there ia no exiating Default, the aforementioned amoonta 
ahall be applied by the Secretary aa followa, (i) the 
secretary and the Shipowner ahall give notice to the 
Indenture Truatee of a redemption of the Proportionate 
Outstanding Obligations purauant to Section 3.05 of Exhibit 1 
to the Indenture, (ii) aueh amounta, if any, held by the 
Secretary ahall be paid by the Secretary to the Indenture 
Truatee not earlier than 10 daya prior to, nor later than the 
opening of buaineaa on, the Redemption Date required by 
section 3.05 of Exhibit 1 to the Indenture and (iii) the 
remainder ahall next be applied by the Secretary for the 
payment of the Proportionate Part of all other auma that may 
be secured hereby, and (iv) the balance, if any, shall be 
paid to the Shipowner, or (B) if there is an existing Default 
and the Guaranteea ahall not have terminated purauant to 
Section 3.05« auch amounts shall be held until the same may 
be applied or paid under clause (A) , (C) or (0) of this 
aubparagraph (3), whichever ia applicable, or (C) if the 
Guaranteea ahall have terminated purauant to Section 3.05(3), 
such amounts shall be applied aa provided in Section 6.05, or 
(D) if the guaranteea ahall have terminated purauant to 
section 3.05(2) or (4), aueh amounta shall be paid by the 
Secretary to the Shipowner; 

provided that, irrespective of the foregoing, (i) the Shipowner 
ahall not be required to pay to the Secretary pursuant to the 
foregoing aubparagraph (2) an amount which, together with funda 
held by the secretary and the Indenture Truatee and available for 
the redemption of obiigationa, ia in exceaa of that required for 
the redemption of the Proportionate Outatanding Obiigationa 
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purauant to Section 3.05 of Exhibit 1 to the Indenture, and for 
the payment to the Secretary of a Proportionate Part of all other 
suma that may be aecured hereby, and (ii) if the shipowner 
considers the amount tendered to the Shipowner on account of any 
sucn requisition, seizure, forfeiture, termination or total loss 
to be unsatisfactory, the Shipowner shall have the right to 
contest the same by judicial or ether proceedings (irrespective 
of the applicability of provisicns of the same general character 
aa thoae contained in Section 902 of the Aet) . 

Section 2.10. Annual Financial Statements and NO Default 
Certificate, (a) The accounts of the Shipowner shall be audited 
annually in accordance with generally accepted accounting 
standards, viithin 120 days after the end of each fiscal year of 
tne Shipowner, commencing with the end of the fiscal year first 
occurring after the date hereof, the Shipowner shall furnish to 
the Secretary, in duplicate, a balance sheet of the Shipowner for 
such fiscal year and a statement of receipts and disbursements 
for such fiscal year, accompanied by an Officer's certificate 
stating that the same ia true and correct. 

(b) Within 120 daya after the end of each fiacal year of the 
Shipowner, the Shipowner ahall furniah to the Secretary an 
Officer's Certificate dated as of the close of such fiscal year 
stating whether or not, to the knowledge of the signers, the 
Shipowner is in default in the performance of or compliance with 
any covenant, agreement or condition contained herein and in the 
Mortgage and, if so, specifying each such default of which the 
signers may have knowledge and stating the nature thereof. 

Section 2.11. Compliance with Ship Mortgage Act. The 
Shipowner shall comply with and satisfy all of the provisions of 
the Ship Mortgage Act, 1920, as amended, in order to establish, 
after the execution and delivery of the Mortgage (or, if 
appropriate, a Mortgage Supplement), and thereafter to maintain, 
the Mortgage as a preferred mortgage thereunder upon eaeh Vessel. 
The Shipowner repreaenta that the Charterer haa agreed in the 
cnarter that the Charterer will requeat the shipowner to take all 
action which in ita opinion ia neceaaary in order so to establish 
and maintain the Mortgage as a preferred mortgage. 

section 2.12. Notice of Mortgage. A properly certified 
copy of the Mortgage, any supplement to the Mortgage, and any 
aaaignment of the Mortgage, ahall be carried on board eaeh Veaael 
with auch Veaael'a doeumenta and ahall be exhibited, on demand, 
to any Peraon having buaineaa with the Veaael or to any 
repreaentative of the Secretary. 

The Shipowner repreaenta that the Charterer haa agreed in tne 
Charter that a notice, reading aa- provided in the special 
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Proviaiona hereof (or containing aueh other information aa may be 
approved by the Secretary), printed in plain type of aueh size 
tnat the paragraph of reading matter shall cover a space not less 
than six inches wide by nine inches high„ and framed, snail 
(together with a notice of any assignment of the Mortgage) be 
placed and kept prominently exhibited in the chart room and in 
the Master's cabin of each vessel. 

The provisions of this section shall not apply until a 
reasonable time after the recordation of the Mortgage. 

Section 2.13. Pavment of Principal of and Interest on the 
Obligations. The Shipowner shall duly and punctually pay the 
principal of and interest cn the Outstanding Obligations (and tne 
corresponding Secretary's Note), when the same shall become due 
and payable, whether by reason of Maturity, redemption or 
otherwise, in accordance with the terms of the Obligations, tne 
Secretary's Note and the Indenture. 

Section 2.14. Performance of Shipowner's Agreements bv the 
Secrctarv. If the Shipowner ahall fail to perform any of ita 
agreementa hereunder or under the Mortgage,, or if the Charterer 
ahall fail to perform any of ita agreementa under the Charter, 
the secretary may, in hia diacretion, at any time during the 
continuance of a Default, do all acts and make all necessary 
expenditures to remedy aueh failure. Notwithatanding the 
foregoing, the secretary ahall not be obligated to (and shall not 
be liable for his failure to) dc such acts and make such 
expenditures. 

All funda advanced and expenaea and damages incurred by the 
Secretary in connection with any such compliance, together with 
interest at the highest rate borne by the Outstanding Obligations 
(excluding interest on overdue principal), shall constitute a 
debt due from the Shipowner to the Secretary and snail be secured 
hereunder and under the Mortgage prior to the Secretary's Note 
and shall be repaid by the Shipowner upon demand. 

Section 2.15. Uniform Commercial Code Filings; Furtner 
Assurances. The Shipowner shall (i) furnish evidence satisfactory 
to the secretary that financing statements under the Uniform 
Commercial code shall have been filed against the Shipowner and 
the Shipbuilder in all offices in which it may be neceaaary or 
adviaable in the opinion of the Secretary to perfect ita aecurlty 
intereat, and (ii) from time te time execute and deliver aueh 
further inatrumenta and take aueh action aa may reaaonably be 
required more effectively to aubject the Security to the lien of 
thia Security Agreement and the Mortgage aa contemplated thereby. 
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ABTZCLE ZZZ 

The secretary*a Guaranteea; Guarantee Feea; 
and the Secretary*a Note 

section 3.01. Delivery of Obiigationa. Prior to the 
issuance of the obligations, the Secretary and the Indenture 
Trustee shall enter into the Authorization Agreement, annexed as 
Exhibit 3 to the Indenture, pursuant to which the secretary shall 
authorize the Indenture Trustee to authenticate and deliver the 
guarantees imprinted on the Obligations in accordance with such 
terms and conditions as are prescribed in the Authorization 
Agreement. 

Section 3.02. Title jCI Guarantee Fee, (a) The Guarantee 
Fee, (i) for annual periods beginning with the date hereof and 
prior to the Delivery Date of each Vessel, shall be at a rate of 
not less than 1/4 of 1% per annum and not more than 1/2 of IS per 
annum of the excess of the average principal amount of the 
Proportionate outstanding Obiigationa during the annual period 
covered by aaid Guarantee Fee over the average amount (except 
intereat) on depoait in the Eacrew Fund in reapeet of aueh Veaael 
during said annual period (aueh exceaa for any aueh annual period 
covered being nerein called the "Average Proportionate Principal 
Amount of Obiigationa outatanding"), and (ii) for annual perioda 
beginning with the Delivery Date of each Veaael, ahall be at a 
rate of not leaa than 1/2 cf It per annum and not more than 1% 
per annum of the Average Proportionate Principal Amount of 
Obligations Outstanding during the annual periods covered by said 
Guarantee Fee. 

(b) The Guarantee Fee shall be based on a ratio of the 
Charterer's net worth (the "Net worth" or "Owner's Equity") to 
the Charterer's long term debt (the "Long Term Debt"), as 
hereinafter atated, with aueh adjuatment in Net worth and Long 
Term Debt aa the secretary, in hia aole diacretion, may determine 
to be neceaaary to reflect the criginal principal amount of the 
Obiigationa and any additional Net worth which the Secretary, in 
his discretion, may require. The Guarantee Fee shall be subject 
to annual redetermination by the Secretary prior to the annual 
period covered by said Guarantee Fee on the basis of the ratio of 
Net worth to Long Term Debt, as hereinafter atated, and the 
Secretary, in the event of any change in the rate of the 
Guarantee Fee, ahall promptly give written notice to the 
Shipowner apecifying the Guarantee Fee for aueh annual period. 
Net worth and Long Term Debt shall be (i) based on information 
contained in the Owner's Equity and Long Term Debt sections, 
respectively, in Schedule 200 cf M.A. Form 172 (or similar 
information contained in such other form or statement required by 
tnd î ecretary to be filed by the Charterer), required by the 
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secretary to be filed by the Charterer with the secretary next 
prior to the date on which the Guarantee Fee ia to be paid by the 
Shipowner (the "Lateat Schedule"), or (ii) computed in accordance 
with General Order 22 (Bevised), aa amended or hereafter amended 
(46 CFB, Part 282) (or other order or directive in lieu of aaid 
General Order 22, as determined by the Secretary), in the event 
tnat the Latest schedule (whether or not required) has not been 
filed by the Charterer with the Secretary: provided, however, 
that, with the consent of the Secretary, there shall be included 
in Net Worth but excluded from Long Term Debt any subordinated 
indebtedness representing loans to the Charterer, evidence of 
wnich shall have been delivered to the Secretary. 

(c) The applicable annual Guarantee Fee for annual periods 
beginning with the date hereof and prior to the Delivery Date of 
each Vessel will be determined as follows: 

(1) If the Net wcrth is less than 15% of the Long Term 
Debt, the Guarantee Fee ahall be 1/2 of 1% per annum of the 
Average Proportionate Principal Amount of obiigationa 
outatanding during the annual period covered by aaid 
Guarantee Fee; 

(2) If the Net Worth ia leaa than the Long Term Debt 
but equal to or greater than 15% of the Long Term Debt, the 
Guarantee Fee ahall be 3/8 ef 1% per annum of the Average 
Proportionate Principal Amount of Obiigationa outatanding 
during the annual pericd covered by aaid Guarantee Fee; or 

(3) If the Net worth ahall equal or exceed the Long 
Term Debt, the Guarantee Fee ahall be 1/4 of 1% per annum of 
the Average Proportionate Principal Amount of Obiigationa 
outatanding during the annual period covered by said 
Guarantee Fee. 

(d) The applicable annual Guarantee Fee for annual perioda 
commencing on and after the Delivery Date oz eaeh Veaael will be 
determined aa followa: 

(1) Zf the Net Worth ia leaa than 15% of the Long Term 
Debt, the Guarantee Fee shall be 1% per annum of the Average 
Proportionate Principal Amount of Obligations outstanding 
diiring the annual pericd cevered by said Guarantee Fee; 

(2) Zf the Net worth ia leaa than 60% of the Long Term 
Debt but eqital to or greater than 15% of the Long Term Debt, 
the Guarantee Fee shall be 3/4 of 1% per annum of the Average 
Proportionate Principal Amcuifit of Obligations Outstanding 
during the annual period covered hy said Guarantee Fee; 
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(3) Zf the Net worth is less than the Long Term Debt 
but eqxial to or greater than 60% of the Long term Debt, the 
Guarantee Fee shall be 5/8 of 1% per annum of the Average 
Proportionate Principal Amount of Obligations outstanding 
during the annual pericd covered by said Guarantee Fee; or 

(4) If the Net worth shall equal or exceed the Long 
Term Debt, the Guarantee Fee shall be 1/2 of 1% per annum of 
the Average Proportionate Principal Amount of Obligations 
outstanding during the annual period covered by said 
Guarantee Fee. 

(e) The Guarantee Fee shall be calculated for each annual 
period covered thereby and shall take into account (i) the 
pri.icipal aunount of the Obiigationa to be originally iaaued 
during such annual period, (ii) payments to be made at Maturity 
and redemptions required to be made purauant to the mandatory 
sinking fund provisions (if any) of the special Provisions of the 
Indenture (without regard to any credit provided therein) and 
(iii) the average amount (except interest) calculated by the 
shipowner to be on deposit in the Escrow Fund during auch annual 
period. 

(f) The annual Guarantee Fee ahall be aubject to increaae or 
decreaae to the extent that (i) the principal amount of the 
Obligations calculated to be paid at Maturity or to be redeemed 
in accordance with the mandatory sinking fund provisions (if any) 
of the Special Provisions of the Indenture is not so paid or 
redeemed, (ii) the principal amount of the Obligations originally 
issued differs from the principal amount calculated to be issued 
originally, or (iii) the average amount (except interest) on 
deposit in the Escrow Fund differs from the average amount 
(except interest) which was calculated to be on deposit in the 
Escrow Fund during the annual period covered by the Guarantee 
Fee. Tne annual Guarantee Fee ahaU.! be aubject to decreaae for 
redemptiona made purauant to the optional redemption proviaiona, 
if any, of the Obiigationa and the optional ainking fund 
provisiona, if any, of the special Proviaiona of the indenture 
and sectiona 3.04 and 3.05 of Exhibit 1 to the Indenture, for 
Obiigationa delivered to the Indenture Truatee purauant to 
section 2.13 of Exhibit 1 to the Indenture, and in the event of 
termination of the applicable Guaranteea purauant to Section 
3.05. Any such increaaea and decreaaea provided for by thia 
paragraph (f) ahall be adjuated aa provided in paragraph (i) of 
thia section 3.02. 

(g) The payment of the initial Guarantee Fee which covera a 
12-month period commencing with the date hereot ia being made to 
the Secretary by the Shipowner concurrent?!' with tne execution 
and delivery of th"«.8 Security Agreement, tLc receipt whereof by 
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the Secretary ia hereby acknowledged. The Guarantee Fee 
hereunder in reapeet of eaeh aucceeding 12-month period ahall be 
paid to the Secretary by the Shipowner at leaat 65 daya prior to 
each anniveraary of the date hereof,.covering the 12-month period 
then commencing. The Guarantee Fee aball not be due for any 
period on or after any anniveraary date if, prior to said date, 
said Guarantees shall have terminated or the Secretary shall have 
defaulted in making payment of said Guarantees. 

(h) Unless otherwise specified by the Secretary in a written 
notice to the Shipowner, the Guarantee Fee hereunder may be paid 
by check (which need not be certified) payable to the order of 
".Maritime Aam.-Commerce", delivered in person or sent by mail, 
addressed to the Secretary as provided in Article X, aceempanied 
by a letter stating that the payment is of the Guarantee Fee 
required hereunder and specifying the period covered by such 
payment. 

(i) In the event that the Secretary at any time determines 
that the amount of any Guarantee Fee should be adjuated, haa been 
erroneoualy calculated or ia aubject to increaae or decreaae 
purauant to paragraph (f) of thia Section 3.02, he ahall promptly 
give written notice thereof to the shipowner, specifying the 
correct amount, the basis of computation thereof and the amount 
of the deficiency or excess. The Shipowner shall pay to the 
Secretary, within 30 days after it has received said notice, the 
amount of any deficiency. 

In the event that during any such annual period the Delivery 
Date of a Vessel ahall have occurred, the rate of the Guarantee 
Fee shall be prorated so that the Guarantee Fee specified in 
paragrapn (c) of thia Section ia applicable from the next prior 
anniveraary date of^this Security Agreement to sucn Delivery Date 
and that the Guarantee Fee specified in paragraph (d) of this 
Section is applicable from the Delivery Date to the end of such 
annual Guarantee Fee period. 

The amount of any excess payment shall be refunded to the 
Shipowner by the Secretary: provided that, if there is an 
existing Default, any such amount shall, subject to Article vi, 
be retained by the secretary until (A) there is no existing 
Default or (B) the Guarantees shall have terminated pursuant to 
section 3.05(1), (2) or (4). 

(j) subject to the provisions of paragraphs (f) and (i) of 
this Section, the Guarantee Fee ahall be determined to be fully 
earned aa of the commencement of the period to which it ia 
apolicable and, aubject to aaid provisiona, no refund will be 
made by the Secretary of any Guarantee Fee in the event the 
Guaranteea ahall terminate after the due date of aueh Guarantee 
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Fee, or the time of receipt and ccllection by the secretary, in 
the caae of a deficit Guarantee Fee. 

Section 3.03. Pavment o| the secretary'a Note. The 
principal of and the intereat cn the Secretary's Note shall be 
payable as follows: 

(1) by payment of interest on the Obligations in 
accordance with the provisions thereof and the Indenture; 

(2) by redemption of the Obligations in accordance with 
the provisions thereof and the Indenture; 

(3) when the Obligations have been Retired or Paid, 
other than by payment of the Guarantees; 

and the aforeaaid payments shall constitute payment of the 
intereat on and the principal of the Secretary'a Note aa of the 
date on which and to the extent aueh payment, redemption or 
retirement ia made and the Secretary'a Note ahall be diaeharged 
to the extent of aucb payment cf principal. 

Section 3.04. Cancellation of the Secretary's Note. In the 
event and when the Guarantees on all the Obligations as to wnich 
Guaramtees are secured by the secretary's Note have been 
terminated pursuant to the provisiona of Section 3.05(1), (2) or 
(4), or if such Guarantees have been terminated pursuant to 
Section 3.05(3), the Secretary has been fully reimbursed in an 
amount equivalent to such Guarantee payments with the interest 
tnereon provided in the Secretary's Note together with any other 
moneys secured hereby, the Secretary's Note shall be cancelled 
and returned by the Secretary to the Shipowner. 

Section 3.05. Termination of the Guarantees. Except as 
provided in Section 6.08 of the Indenture, the Guarantee with 
respect to a particular Obligaticn shall terminate in case, and 
only in case, one or more of the following events shall occur: 

(1) such Obligation shall have been Retired or Paid; 

(2) The Holders of all the Obligations then outstanding 
shall have elected by Act cf Obligees to terminate the 
Guaranteea, and the Secretary haa been ao notified by the 
Indenture Truatee or all Obligeea in loriting; provided that 
auch termination ahall not prejudice any righta accruing 
hereunder prior to aueh termination; 

(3) such Guarantee shall have been paid in full in cash 
by the secretary; or 
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(4) The Indenture Truatee and each Obligee shall have 
tailed to demand payment of auch Guarantee aa provided in the 
Indenture or in aueh Guarantee or in the Act. 

Section 3.06. Execution of Additional Secretary'a Note 
Upon Subaeguent laaue of Obligations. In the event and when ea^h 
new issue of Obligations is executed, authenticated and delivered 
on a date or dates subsequent to the date hereof, as contemplated 
by, and pursuant to the provisicns of, the Special Provisions of 
the Indenture and Section 2.04 of Exhibit 1 to the Indenture, (i) 
the Shipowner shall, at the time of the issuance of such 
Obligations, execute and deliver to the Secretary an additional 
secretary's Note in an amount equal to the principal amount of, 
and at the interest rate borne by, such issue of Obligations, on 
the terms prescribed by Section 3.03 and otherwise of like tenor 
to the form of Secretary's Note annexed hereto, and (ii) the 
Shipowner and the Secretary shall execute an instrument amending 
or supplementing the Mortgage if then in effeet (or tne rorm of 
the Mortgage, if not then in effect) to the extent neceaaary to 
provide aecurlty in reapeet of aueh additional Secretary's Note. 
The Secretary*s Note executed and delivered in accordance with 
the provisiona of thia section ahall, together with the 
secretary*a Note referred to in the Special Proviaiona hereof, be 
secured by this Security Agreement and the Mortgage. 

ABTZCLE IV 

Conatruction Fund; Moneys Due in Bespeet of 
construction of the Vessels 

section 4.01. Conatruction Fund, (a) The Shipowner baa, 
simultaneously with the execution of thia Security Agreement, 
depoaited with the Depoaitory the amount, if any, as indicated in 
the Special Proviaiona hereof to be held in the Conatruction Fund 
in a apecial joint depoaitory aeeount aubject to the joint 
control of the Shipowner and the Secretary. 

(b) The conatruction Fund, if any, will be maintained and 
withdrawn in accordance with the proviaiona of thia Section and 
sectiona 4.02, 4.03 and 4.04. 

(c) In the event the special Proviaiona hereof provide for a 
conatruction Fund, the Secretary and the Shipowner ahall have 
entered into the Depoaitory Agreement with the Depoaitory 
governing the eatabliahment and maintenance of the Conatruction 
Fund in form aatiafactory to the Shipowner and the secretary. 

(d) At the time of each original iaauc of additional 
Obiigationa the Shipowner shall deposit with the Depoaitory an 
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amount equal to the exceaa, if any, of the principal amount of 
the Obiigationa iaaued at aueh time over (i) the principal amount 
tnen required to be depoaited in the Eacrow Fund and (ii) the 
moneya, if any, paid, to the date of aueh iaaue, toward the 
Actual coat of the veaaels and which would then be eligible for 
witndrawal from the Conatruction Fund purauant to the provisions 
of Section 4.02. 

Section 4.02. Withdrawals from the Construction Fund, (a) 
The whole or any part of the Ccnstruction Fund shall be applied 
from time to time to the direct payment to the Indenture Trustee, 
any Paying Agent for the Obligations, the Shipbuilder or any 
other Person entitled thereto of any amount which from time to 
time the Shipowner is obligated to pay to the Inoenture Trustee 
or any Paying Agent in respect of the principal of or interest on 
the Obligations, or the Shipbuilder or such other Person on 
account of the items, amounts and increaaea aet forth in the 
determination of Actual Coat referred to in the Special 
Proviaiona hereof; provided that— 

(1) If the Shipowner ahall have paid or cauaed to be 
paid (whether directly or purauant to Section 5.02(b)) to the 
Indenture Trustee, any Paying Agent for the Obiigationa, the 
Shipbuilder or auch other Peraon any amount referred to in 
this Section, the Shipowner shall be reimbursed from the 
Construction Fund therefor to the extent provided in this 
Section; and 

(2) No payment or reimbursement under this section 
shall be made (A) to any Person until the total amount paid 
by or for the account of the Shipowner in respect of said 
items, amounts and increaaea from aourcea other than the 
proceeds of the Obligations equals at least 12-1/2% (or, in 
the circumstances described in the proviso of this 
subparagraph (2), 25%) of the Actual Coat of the veasel with 
respect to which auch payment ia made, (B) to the Shipbuilder 
until any eatimated net trade-in allo%iance applicable to auch 
Veaael which ia, at the time, due and payable by the United 
States to the shipbuilder pursuant to section 510 of the Act 
haa been paid to the Shipbuilder on account of Item (1) of 
the Table annexed hereto, (C) to the Shipbuilder until the 
Shipowner ahall have paid to the Shipbuilder out of ita 
general funda all amounts which at the time are due and 
payable by the Shipowner on account of charter hire of a 
veaael traded in purauant tc the foregoing section 510, (D) 
to the Shipowner which would have the effect of reducing the 
total amounta paid, referred to in elauae (A) of thia 
subparagraph (2), below the respective minima set forth in 
said clause with respect to such vessel, or (E) to the 
Shipowner for reimbursement of any balance of a requested 
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disbursement paid by the Shipowner with respect to such 
related Vessel pursuant to the last sentence of Section 
5.02(d) or for reimbursement of any payment by the 
Shipbuilder referred to in clauses (B) and (C) of this 
subparagraph (2); provided that, in the event that the amount 
eligible for guarantees purauant to Section 1104(b)(2) of the 
Aet, is limited to 75% of the Actual cost or Depreciated 
Actual Cost of the related Vessel with respect to which such 
payment is made, after 50% of the Actual cost of such vessel 
has been paid by or for the account of the Shipowner on 
account of the above-mentioned items, amounts and increases, 
the minimum of 12-1/2% set forth in clause (A) of this 
subparagraph (2) shall be changed to 25% with respect to 
payments on account of items, amounts and increases relating 
to such Vessel. 

(b) In the event that one of the events described in Section 
2.09 has occurred, upon a Bequest of the Shipowner, approved in 
writing by the Secretary, moneya remaining on depoait in the 
conatruction Fund may be withdrawn for one of the following 
purpoaea: (1) application as provided in Section 3.05 of Exhibit 
1 to the Tndenture, (2) payment to the Shipowner or its order in 
the event that all of the Proportionate Outatanding Obiigationa 
are Retired or Paid, other than by payment of the Guaranteea, or 
(3) application aa provided in Section 6.05, if the Secretary 
shall have paid the Guarantees. 

section 4.03. Procedures for Conatruction Fund 
Withdrawala. (a) Prior to any payment or reimburaement purauant 
to Section 4.02, there ahall have been delivered to the 
Secretary: 

(1) A requeat for payment (the "Bequeat for Payment") 
(specifying the Person or Persona to be paid and the amount 
of auch payment) executed by the Shipowner, approved and 
eounteralgned by the Secretary which Bequeat for Payment 
ahall requeat the Depoaitory to notify the Secretary when the 
Conatruction Fund ia exhauated; and 

(2) An Officer*a Certificate atating— 

(A) That the paymenta and reimburaementa are on 
. account of the itema, amounta or increaaea aet forth in 
the determination of Actual coat; 

(B) That the amounta atated therein are then 
payable in reapeet thereof (apecifying the amount in 
reapeet of each such item, amount and increase amd the 
name and address cf the Person to whom it should be 
paid) and/or that payments in a atated amount in reapeet 
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thereof have been made by or for the account of the 
Shipowner from aourcea other than the Conatruction Fund 
or amounts (exclusive of interest) deposited in the 
Escrow Fund (specifying the amount in respeet of each 
such item, amount and increase) and that reimbursement 
therefor from the Ccnstruction Fund has not theretotore 
been made; 

(C) That there is no existing Default under this 
Security Agreement; 

(D) That there has been compliance with all 
conditions provided fcr in this Section as to the 
payments and reimbursements thereby requested; 

(E) That the aggregate payments made by or for 
account of the Shlpcwner for the Actual cost of the 
Vesael in reapeet of which the requeated payment or 
reimburaement ia to be made from aourcea other than the 
proceeda of the Obiigationa, after auch payment or 
reimburaemennt ia made, ahall remain not leaa tnan 
12-1/2% (or in the eircumatancea deacribed in the 
proviao of aubparagraph 4.02(a) (2), 25f) of the Actual 
Coat of aueh veaael; and 

(F) The balance which will remain in the 
Conatruction Fund following the payment requestea in tne 
Bequest for Payment. 

(b) Upon approval and countersignature by the Secretary of 
the Request for Payment, the Bequest for Payment shall be 
delivered to the Depoaitory which ahall make payment in 
accordance with the terma of aueh Requeat for Payment. 

Section 4.04. Bedecoait of Funda into the Conatruction 
Fund. At any time the secretary ahall have determined that there 
haa been, for any reaaon, an improper diaburaement from the 
Construction Fund, he ahall give written notice to the Shipowner 
of tne amount improperly disbursed, the amcunt to be redeposited 
into the construction Fund on account thereof and the reasons for 
such determination. The Shipowner shall thereafter promptly 
redepoait auch amount into the cenatructien Fund. 

Section 4.05. caah Held b^ the Depoaitory iji tne 
Construction Fund, (a) All caah held by the Depoaitory in tne 
construction Fund ahall be held in a apecial joint depoaitory 
aeeount for the purpoaea for which held (aubject to Section 
4.03). 
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(b) Caah held by the Depoaitory in the Conatruction Fund (i) 
need not be aegregated, (ii) ahall not be inveated or reinveated 
except aa provided in the following paragraph (c), and (iii) 
shall not bear interest except to the extent the Depository 
allows interest on similar deposits or except as tne Shipowner 
and the Depository may agree. 

(c) If the Depository is so directed by the Shipowner by the 
Delivery of a Request, any cash held in the construction Fund 
pursuant to paragraph (a) of this Section shall, unless tnere is 
an existing Default, (i) be invested or reinvested by tne 
Depository in negotiable certificates of deposit of the 
Depository, provided such investment in negotiable certificates 
of the Depository do not exceed 10% of the Depository's capital, 
or (ii) be invested or reinvested by the Depository in securities 
wnicn constitute direct obligations of the United states or any 
agency of the United States, provided that, such investments or 
reinvestments shall mature net later than one year from the date 
of the investment or reinvestment. The Depoaitory ahall sell all 
or any deaignated part of auch aecuritiea if (i) ao directed by 
the Shipowner by the delivery of a Bequeat approved by the 
secretary in writing (or, at the Secretary*a written direction, 
witnout any Requeat of the Shipowner, during the continuance of a 
Default) or (ii) at any time the proceeda thereof are required 
for the purposes apecified in Section 4.02. If such sale (or any 
payment at maturity) produces a net sum less than the coat 
(including accrued intereat paid aa aueh) of the seeuritiea so 
sold or paid, the Depository shall give written notice to the 
Secretary and the Shipowner of such deficiency and the Shipowner 
shall promptly pay the deficiency to the Depoaitory. If aueh 
sale or payment produces a net sum greater than tne cost 
(including accrued interest paid aa auch) of the aecuritiea so 
sold or paid, the Depoaitory ahall promptly pay the exceaa to tne 
Shipowner unleaa the Depoaitory ahall have received written 
notice from the Secretary that there ia then an exiating Default. 
All aueh aecuritiea and the net proceeda of the aale or payment 
thereof (plua any deficiency paid by the Shipowner, but excluding 
any exceaa over coat paid to the Shipovmer) ahall be held by* the 
Depoaitory for the same purposes aa the caah used to purchase the 
seeuritiea. 

(d) Any intereat on caah or aecuritiea (leaa an amount equal 
to accrued intereat paid upon purchaae) held by the Depoaitory 
ahall, unleaa there ia an exiating Default, be promptly paid to 
the Shipowner. 

Section 4.06. Moneva Cue iji Beapect q£ conatruction of the 
Veaaela. In the event that the shipowner ahaJ.1 from time to time 
receive moneya deacribed in the Granting Clauae of the Special 
Proviaiona hereof from the Secretary, the Shipbuilder, ita 
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guarantors, sureties, or otherwise, representing moneys which 
from time to time beeome due to the Shipoimer in connection with 
the Construction ot any Vesael, the Shipoimer ahall give written 
notice thereof to the Secretary and ahall promptly pay the aame 
over to the Depoaitory, accoirpanied by written notice to the 
Depoaitory and the Secretary that such moneys are to be held by 
the Oepository pursuant to the applicable provisions of the 
Depository Agreement. The Depository shall hold such funds until 
it snail have received written notice from the Secretary aa to 
whetner or not said moneys are to be applied to reduce tne Actual 
Cost of such Vessel or Vessels. In the event tne Secretary shall 
det-srmine that all or any portion of such moneys are to be so 
applied, the Secretary shall give written notice to the shipowner 
and tne Depository and the Depository shall pay over such moneys 
to the Indenture Trustee and the Shipowner shall contribute such 
additional sums to the Indenture Trustee as the Secretary shall 
determine in such written notice to the Shipowner and the 
oepository. The Shipowner and the Secretary shall give the 
Indenture Trustee written notice atating that such funda (i) 
shall be applied purauant to Section 3.04 of Exhibit 1 to the 
Indenture to redeem the principal amount of the Outstanding 
obiigationa apecified therein, and (ii) are to be ao applied in 
order that the principal amount of Obiigationa that will be 
outstanding after such redemption will not exceed the principal 
amount thereof eligible for guarantee by the United States under 
section 1104(b)(2) of the Act. In the event moneys are received 
in connection with Construction of any vessel, the Secretary will 
redetermine the Actual cost, and, if referred to in ARTICLE FIRST 
of the Special Provisions hereof, the Depreciated Actual cost, of 
such Vessel but the Secretary agrees he will not require the 
redemption of Obligations unless (A) the original principal 
amount of the Obligations less (E) the aggregate principal amount 
(as established by an officer's certificate of the Shipowner 
delivered to the secretary within 10 days of the giving of the 
written notice of the receipt of such mcneya referred to aibove) 
of obiigationa which either (i) have been redeemed purauant to 
any optional redemption proviaiona of the Indenture and not 
theretofore credited (whether aa a reault of any automatic 
crediting proviaiona of the Indenture or otherwise) against any 
redemptiona required to be made by any mandatory redemption 
provisiona of the Indenture, (11) have been acquired by the 
Snipowner other than pursuant to the redemption provisions of the 
Indenture and surrendered to the Indenture Truatee for 
cancellation and not theretofore credited (whether aa a reault of 
any automatic crediting pr ova. sions of the Indenture or otherwise) 
against any redemptions required by any mandatory redemption 
provisions of the Indenture, or (ill) have been redeemed in 
connection with Section 1104(b)(2) of the Act m accordance with 
the Indenture, is in excess of the percentage of the aggregate of 
the Actual Cost or Depreciated Actual Coat, aa the caae may be. 
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of the Veaaela aet forth in ARTICLE FZRST of the special 
Proviaions hereof aa ao redetermined and all other veaaela tnen 
subject to the security Agreement set forth in ARTICLE FIRST of 
the Special Provisions as ao redetermined. The Shipowner ahall 
give written notice to the Indenture Truatee of all Obiigationa 
credited pursuant to the immediately preceding sentence, 
specifying the number and principal amount ot such Obligations so 
credited, within three days of the determination of the Secretary 
referred to above, provided that if obligations are required to 
be redeemed in connection with Section 1104(b) (2) ot the Act in 
accordance with the Indenture, the notice of Obligations 
credited, if any, shall be included in the written notice 
required to be given to the Indenture Trustee in connection with 
such redemption. 

ABTZCLE V 

Actual Coat; The Escrow Fund 

Section 5.01. Actual Cost Determinations. The Actual Cost 
of each Veaael (and the aum of the Actual Coat of all of the 
veaaela), determined aa of the date of thia Security Agreement, 
is as set forth in the special Provisiona hereof. The Secretary 
agreea that he (1) will make a final determination of the Actual 
Cost of eaeh Vessel, limited to amounts paid by or for the 
account of the Shipowner on account of the itema (not in exceaa 
of the respective amounts cf the items) aet forth or referred to 
in the Special Provisions hereof and, to the extent approved by 
the Secretary, any other items or any increase in the amowits of 
such set forth or referred to itema, auch determination to be 
made aa of the time of payment by or for the account of the 
Shipowner of the full amount of said Actual coat of aueh Veaael, 
excluding amy amounta which are not to beeome due and payable and 
(2) will promptly give written notice to the Shipowner of the 
reaulta of aaid final determination; provided that, the shipowner 
shall have requested such determination not less than 60 days in 
advance (unless otherwise agreed by the Secretaury) and shall have 
furnished to the Secretary not less than 30 days in advance of 
sucn determination (unlesa otherwiae agreed by the Secretary) a 
certification by the Shipowner and (unleaa otherwiae agreed by 
the Secretary) a atatement by an independent certified (or, with 
the conaent of the Secretary, an independent) public accountant 
or firm of accountanta of the total amoimta paid or obligated to 
be paid by or for the aeeount ef the Shipowner for the 
Conatruction of auch Veaael, together with a breakdown of auch 
totala according to the itema for which paid or obligated to be 
paid. 
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Section 5.02. Eacrew Fund: Diaburaement Prior to 
Termination Date of the Eacrow Fund, (a) The Shipowner haa 
simultaneously herewith deposited with the Secretaury the amount, 
if any, indicated in the special Provisions hereof to be held in 
the Escrow Fund. 

At the time of each sale of additional Obligations after the 
date hereof, tne shipowner shall deposit with the secretary in 
escrow, and the Secretary shall accept, all or a portion of said 
proceeds from the sale of such Obligations, in an amount equal to 
the sum of the following: 

(1) The aggregate sum of the excess (if any) calculated 
for each vessel separately of (a) the aggregate principal 
amount of the Proportionate Part of the Ou-cstanding 
Obligations, authenticated to the date of such deposit, 
ineluding the principal amount of the Obligations being sold 
at such time, less 75% or 87-1/2%, whichever is applicable 
under Section,1104 of the Aet, of the aunount which the 
secretary shall determine haa been, aa of auch time, paid by 
or for the account of the Shipowner for the conatruction of 
auch Veaael over (b) the balance on depoait other than for 
intereat or earned income relating to auch veaael at aueh 
time in the Eacrow Fund; and 

(2) Interest, aa may be required by the secretary, on 
tne amount of auch depeait (computed at the effective rate 
borne by the Obiigationa). 

(b) Unleaa the Guaranteea, prior to the Termination Date of 
the Eacrow Fund (aa hereinafter defined), ahall become payable as 
to tne Obligations, the Secretary shall stabject to the provisions 
of this paragraph (b), within a reasonable time after written 
Request from the Shipowner disburse from the Escrow Fund directly 
to the Indenture Truatee, any Paying Agent for auch Obiigationa, 
the Shipbuilder or any otner Peraon entitled thereto, any amount 
which from time to time the Shipowner ia obligated to pay to the 
Indenture Truatee, any Paying Agent for auch obiigationa, the 
Shipbuilder or aueh other Peraon on account of the itema and 
amounta or amy otner itema or increases set fort:i or referred to 
in the special Provisions hereof, and reflected in the Table 
annexed hereto; provided t h a t — 

(1) If the Shipowner ahall pay or cauae to be paid to 
the Indenture Truatee, any Paying Agent for aueh obiigationa, 
the Shipbuilder or aueh ether Peraon any amount referred to 
in thia pauragraph (b) , then upon a Requeat, in form 
satisfactory to the secretary, the secretary shall reLiiburse 
the Shlpcwner therefor to the extent of such payment: 
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(2) No payment or reimbursement under this Section 
shall be made (A) to any Peraon until the Conatruction Fuxvl 
haa been exhauated and a certificate aa to such fact shall 
have been delivered to the Secretary by the Depoaitory (B) to 
any Peraon until the total amount paid by or for the account 
of the Shipowner on account of aaid itema, amounta and 
increaaea from aourcea ether than the proceeda of such 
obligations equals at least 12-1/2% (or, in the circumstances 
described in the proviso of this subparagraph (2), 25%) of 
the Actual Cost of the related Vessel with respect to which 
such payment is made, (C) to the Shipbuilder until any 
estimated net trade-in allowance applicable to such Vessel 
which is at the time due and payable by the United States to 
the Shipbuilder pursuant to section 510 of the Act has been 
paid to the Shipbuilder on account of Item (1) of the Table 
annexed hereto, (D) to the Shipbuilder until the Shipowner 
shall have paid to the Shipbuilder out or its general funda 
all amounta which at the time are due and payable by the 
Shipowner on account of charter hire of a Veaael traded in 
purauant to the foregoing Section 510, (E) to the Shipoimer 
which would have the effect ef reducing the total amounta 
paid, referred to in elauae (B) of thia aubparagraph (2) , 
below the reapective minima aet forth in aaid clauae, or (F) 
to the Shipowner for reimburaement of any balance of a 
requeated diaburaement paid by the Shipowner with respeet to 
such related Vessel pursuant to the last sentence of 
paragraph (d) of this Section or for reimbursement of any 
payment to the Shipbuilder referred to in clauses (C) and (0) 
of this subparagraph (2); crovided that, in the event tne 
amount eligible for Guaranteea pursuant to Section 1104(b)(2) 
of the act, ia limited to 75% of the Actual Coat or 
Depreciated Actual coat, aa the caae may be, of auch Veaael, 
after 50% of the Actual Cost of auch Veaael haa been paid by 
or for the account of the Shipowner on aeeount of the above-
mentioned itema, amounta and increaaea, the minimum of 
12-1/2% aet forth in clauae (B) of thia aubparagraph (2) 
ahall be changed to 25%. 

(c) The exceaa, aa determined by the Secretary, of any 
amount on depoait in the Eacrow Fund which repreaenta intereat on 
the principal amount depoaited, ever the amount of intereat due 
on the next Intereat payment Date on the principal amount aa 
determined by the Secretary remaining on depoait on auch Interest 
Payment Date, may be disbursed by the Secretary upon Bequest of 
the Shipowner made not more than 10 Business Days prior to such 
Intereat Payment Date or made no later than 30 daya after aueh 
Intereat Payment Date. 

(d) The secretary ahall not be required to make any 
disbursement purauant to thia section except out of caah 
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available in the Eacrow Fund. If aufficient caah ia not 
available to make the requeated diaburaement, additional eaah 
shall be provided by the maturity or sale of securities in 
accordance with inatructiona to be delivered to the Treaaury 
Department purauant to section 5.04. if any aale or payment on 
maturity shall result in a loss in the principal amotmt of the 
£scrow Fund invested in securities so sold or matured, the 
requested disbursement from the Escrow Fund shall be reduced by 
an amount equal to such loss and tne Shipowner shall, no later 
than the time for such disbursement, pay to the Indenture 
Trustee, any Paying Agent, the Shipbuilder or any otner c>erson 
entitled thereto the balance of the requested disbursement from 
funds of the Shipowner other than the proceeds of such 
Obligations. 

(e) If, prior to the Termination Date of the Escrow Fund, 
the Guar am tees shall become payable by the Secretary, aa to the 
Obiigationa, all amounta in the Escrow Fund at the time aueh 
Guaranteea become payable (including realized income which haa 
not yet been paid to the Shipowner) ahall be paid into the 
Federal ship Financing Fund created by Section 1102 of the aet 
and be credited againat any amounta due or to become due to the 
secretary from the Shipowner with reapeet to all Obiigationa 
guaranteed by the Secretary to which thia Security Agreement 
relatea. To the extent payment of the Eacrow Fund into aaid 
Federal Ship Financing Fund ia not required, aaid amounta or any 
balance thereof ahall be paid to the shipowner. 

(f) At any time the Secretary ahall have determined that 
there haa been, for any reaaon, a diaburaement trom the Eacrow 
Fund contrary to the proviaiona of thia Section, he ahall give 
written notice to the Shipowner of the amount improperly 
disbursed, the amount to be redeposited into the Escrow Fund on 
account thereof and the reasons for such determination. The 
Shipowner shall thereafter promptly redepoait auch amount, with 
intereat, if any, required by the Secretaury, into the Eacrow 
Fund. 

(g) Notwithatanding any other proviaion of thia section, the 
Shipowner ahall not aeek or receive reimburaement for any amount 
paid to the Shipbuilder under thia Section. 

(h) In the event that cne cf the eventa deacribed in section 
2.09 haa occurred on or with reapeet to one or more of the 
veaaela, upon a Bequeat of the Shipowner, approved by the 
secretary in writing, moneys remaining on depoait in the Eacrow 
Fund may be withdrawn in whole or in part for one of the 
following purpoaea: (1) application aa provided in Section 3.05 
of Exhibit 1 to the Indenture, but in no event ahall any 
diaburaement. for auch purpose be in an amount greater than the 
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related Proportionate Outatanding Obiigationa (2) payment to the 
Shipowner, or ita order, in the event all of the Proportionate 
Outatanding Obiigationa are Betired and Paid, other than by 
payment of the Guaranteea, or (3) application aa provided in 
Section 6.05, if the Secretary ahall have paid the Guarantees. 

Section 5.03. Disbursement Upon Termination Date of the 
Escrow Fund. If payments under the Guarantees of the Obligations 
have not beeome payable prior to the Termination Date of the 
Escrow Fund, then on or immediately after said date any balance 
of the Escrow Fund shall be disbursed by the Secretary as set 
forth below: 

(1) To the extent that (A) the principal amount of such 
Obligations originally issued, less (B) the aggregate 
principal amount (as established by an Officer's Certificate 
of the Shipowner delivered to the Secretary not less than 3 0 
days in advance of the Termination Date of the Escrow Fund) 
of such Obligations which either (i) have been or are (as 
indicated by the giving of a notice of redemption whien doea 
not atate that it ia aubject to the receipt of the redonption 
moneya by the Indenture Truatee or any Paying Agent of the 
Shipowner for aueh Obiigationa) to be Betired or Paid on or 
before aaid Termination Date purauant to sectiona 3.02(a), 
3.02(b). or 3.05 of Exhibit 1 to the Indenture, and not, in 
the caae of redemptiona purauant to Sectiona 3.02(a) and 
3.02(b) of Exhibit 1 to the Indenture, availed of as a credit 
against redemptions otherwise required to be made pursuant to 
the sinking fund provisions of Section 3.02(c) of Exhibit 1 
to the Indenture, or (ii) have been delivered by the 
Shipowner to the Indenture Trustee for cancellation to be 
availed of purauant to and in full compliance with Section 
3.04 of Exhibit 1 to the Indenture ahall be in exceaa of a 
sum which is (C) the aggregate of 75% or 87-1/2%, whicnever 
is applicable under section 1104 of the Act, of the 
reapective Actual coat of eaeh of the Veaaela limited to 
amounts paid by or for the account of the Shipowner on 
account of items (not in exceaa of the reapective amounta of 
the itema) aet forth or referred to in the Table annexed 
hereto and, to the extent approved by the Secretary, any 
other itema or any increaae in the amounta of the items set 
forth or referred to in said Table, as such cost is finally 
determined by the Secretary as of the Termination Date of the 
Eacrow Fund, the Eacrow Fund ahall be paid to the Indenture 
Truatee accompanied by a written notice from the Secretary 
and the Shipowner to the Indenture Truatee, atating that auch 
funda (y) ahall be applied by the Indenture Truatee to redeem 
am equal principal amount of Obiigationa and (z) are to be ao 
applied in order that the principal amount of Obligations 
that will be outatanding after aueh redemption will not 
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exceed the principal amount thereof eligible for Guarantee by 
the United Statea under Section 1104(b)(2) of the Aet. • 

(2) From the balance remaining after the deduction of 
the amount equal to the principal amount of Obiigationa to be 
redeemed purauant to Section 3.04 of Exhibit 1 to tne 
Indenture, an amount equal te the interest accrued to the 
date fixed for redemption pursuant to said Section 3.04 shall 
be paid from the Escrow Fund to the Indenture Trustee 
simultaneously with the giving of such written notice by the 
Shipowner and the Secretary to be applied to the payment of 
such interest. In the event the balance remaining in the 
Iscrow Fund after giving effect to subparagrapn (1) is 
insufficient to pay the interest accrued to the date fixed 
for redemption, such balance snail be paid from rhe Escrow 
Fund by the Secretary to the Indenture Trustee and the 
Shipowner shall, simultaneously with the giving ot such 
vrritten notice from the Shipowner and the Secretary to the 
Indenture Trxistee, deposit with the Indenture Trustee an 
amount equal to the difference between such balance remaining 
in the Escrow Fund and the tctal amount required for the 
payment of accrued interest to the date fixed for redemption 
pursuant to Section 3.04 of Exhibit 1 to the Indenture. 

(3) Any remainder of such balance of the Escrow Fund 
after giving effect to subparagraphs (1) and (2) above shall 
be paid to the Shipowner. 

section 5.04. Investment and Liquidation of the Escrow 
Fund. The Secretary may invest the Escrow Fund in obligations of 
the United States with such maturities that the Escrow Fund will 
be availaible as required for the purposes hereof. The Secretary 
shall deposit the Escrow Fund into an aeeount with the Treasury 
Department and deliver to the Treasury Department instructions, 
after agreement thereto by the secretary and the Shipowner except 
in the ease of instructions in connection with payment into the 
Federal Ship Financing Fund pursuant to Section 5.02(e), for the 
investment, reinvestment and liquidation of the Escrow Fund. The 
Secretary shall have no liability to the Shipowner tor acting in 
accordance with such instructions. 

Section 5.05. Income on the Escrow Fund. Except as 
provided in Section 5.02(e), any income realized on the Escrow 
Fund shall, upon receipt by the Secretary, be paid to the 
Shipowner. For the purpose of this Section, (i) the term "income 
realized on the Escrow Fund" shall mean with respect to the 
Escrow Fund (A) the exceaa of the caah received from the aale of 
aecuritiea or the payment cf securities at maturity (less any 
losses from sale not made up by payments by the Shipowner 
pursuant to the laat sentence of Section 5.02(a)) over the cost 
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thereof and (B) cash received from the payment of interest on 
securities, and (ii) the term "upon receipt by the Secretary" 
shall mean the time ef receipt by the secretary of advice of the 
payment of such income by the Treasury Department into the 
account in which the Escrow Fund has been depoaited. 

Section 5.06. Termination Date of the Escrow Fund; 
Extension of the Termination Date. The Escrow Fund will terminate 
90 days after the last Delivery Date of a Vessel covered by this 
Security Agreement (herein called the "Termination Date of the 
Escrow Fund"). In the event that on such date the payment by or 
for the account of the Shipowner of the full amount of the Actual 
Cost of all of the Vessels set forth or referred to in tne 
Special Provisions hereof has not been made or the amounts in 
respect of such Actual Cest are not then due and payabie, then 
tne Shipowner and the Secretary by letter agreement snail extend 
the Termination Date of the Escrow Fund for such period as shali 
be determined by the Shipowner and the Secretary as sufficient to 
allow for the contingencies hereinabove set forth. If the 
Secretau'y shall make a final determination of the Actual cost of 
all of the Veaaela in accordance with Section 5.01, the 
Termination Date of the Eacrow Fund ahall be deemed to be the 
date of auch final determination. 

ABTZCLE VI 

Defauita and Bemediea 

Section 6.01. What eonatitutea "Defaults"; Continuance of 
Defaults. Eaeh of the follewing events shall constitute a 
"Default" within the meaning of this Section. 

(a) Default in the payment of the whole or any part of 
the interest on any of the Outstanding Obligations wnen the 
same shall beeome due and payable or default in the payment 
of the whole or any part ef the principal ef any of the 
Outstanding obligations when the same shall beeome due and 
payaible, whether by reason of Maturity, redemption, 
acceleration, or otherwise, or any default referred to in 
section 6.08 of Exhibit 1 te the Indenture, and. continuation 
of such default for a period of 30 days shall constitute and 
is herein called a "Payment Default". For the purposes of 
this Security Agreement and the Mortgage only, any 
corresponding default with respect to the intereat on, or the 
principal of, the Secretary'a Note is alao deemed to be a 
Payment Default. 

(b) The following ahall conatitute and eaeh ia herein 
called a "Security Default": 
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(1) Default by the Shipowner, continued for 5 
days, in the payment to the Secretary of the amount of 
any Guarantee Fee aa required by Section 3.02; 

(2) Default by the Shipowner in 'the due and 
punctual observance and performance of any provision in 
Sections 2.02(a), 2.04(b) and (e), 2.05, 2.06, and 2.15; 

(3) Default by the Shipoimer continued after 
written notice specifying such failure by certified or 
registered mail to the Shipowner from the Secretary in 
the due and punctual observance and performance of any 
provision in Sections 2.07 (except paragraphs (g) and 
(k) thereof), 2.0 9, 2.11 and 2.12; 

(4) Default by the Shipowner continued for 30 
days after written notice by certified or registered 
mail to the Shipowner and the Charterer from the 
secretary in the due and punctual observance of any 
other agreement in this Security Agreement and in the 
Mortgage; 

(5) The Shipowner ahall become inaolvent or 
bankrupt or shall ceaae paying or providing for the 
payment of ita debta or ahall be dissolved or shall, by 
a court of competent jurisdiction, be adjudged a 
bankrupt or shall make a general aaaignment for the 
benefit of ita creditors or shall lose its charter by 
forfeiture or otherwise; or a petition for 
reorganization of the Shipowner under the Bankruptcy Act 
shall be tiled by the Shipowner, or such petition shall 
be filed by creditors and the same shall be approved by 
a court of competent jurisdiction; or a reorganization 
of the shipowner under said Act shall be approved by 
such a court, whether propoaed by a creditor, a 
atockholder or any other Peraon whomaoever; or a 
receiver or reeeivera of any .kind whataoever, whether 
appointed in admiralty, bankruptcy, common law or equity 
proceedings, shall be appointed, by a decree of a court 
of competent jurisdiction, with respect to any vessel or 
all or.subatantially all of the property of the 
Shipowner, and aueh decree ahall have continued 
unatayed, on appeal or otherwiae, and in effeet for a 
period of 60 daya; 

(6) An event which by itaelf or with the paaaage 
of time, or the giving ef notice, or both, would 
conatitute an Event of Default under the Charter which 
haa continued after written notice by certified or 
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regiatered mail to the Shipowner and the Charterer by 
the Secretary; 

(7) Any default in the due and punctual 
observance and performance of any provision in the Title 
XI Reserve fund and Financial Agreement; 

(8) Any representation or warranty made in 
connection with the execution and delivery of this 
Security Agreement, the Mortgage, the Title XI Reserve 
Fund and Financial Agreement or in any certiricate 
required to be furnished thereunder, that shall prove to 
be incorrect in a material respect; and 

(9) Any additional Security Default prescribed 
in the Special Previsions hereof. 

At any time following the occurrence of a Security Default, 
the Secretary may give the Indenture Trustee a Secretary's 
Notice, with respect to such Security Default after which the 
Indenture Trustee and the Obligees shall have the right to make 
demand for payment of the Guarantees in accordance witn tne 
provisions of the Indenture and the Authorization Agreement. 

Section 6.02. Acceleration of Maturity of the Secretary's 
Note. The secretary may, by giving written notice to the 
Shipowner, declare the principal ef tbe Secretary's Note and 
interest accrued thereon to be immediately due and payable at any 
time after the Secretary shall have been obligated to pay the 
Guarantees pursuant to the terms of the Indenture and the 
Authorization Agreement. Thereupon the principal of and interest 
on the Secretary's Note shall become immediately due and payable, 
together with interest at the aame ratea for overdue principal. 

section 6.03. Waivera of Default, (a) If the secretary 
determinea that an event whien, with the paaaage o t time, vrould 
become a Payment Default haa been remedied within 30 daya after 
the occurrence of auch event, he ahall waive the eonaequencea of 
auch event. 

(b) If the Secretary shall have determined prior to payment 
of the Guaranteea that a Payment Default haa been remedied after 
the expiration of the aforesaid 30-day period but prior to tne 
date of demand by the Indenture Truatee or an Obligee for payment 
under the Guaranteea, he shall waive such Default. 

(c) If the secretary shall have determined prior to the 
expiration of the period required for payment of the Guarantees 
that a Payment Default had not occurred (and prior to any payment 
of the Guarantees by the Secretary), he shall notify the 
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Indenture Trustee and the Shlpcwner of such determination and he 
shall waive such Default. 

(d) The Secretary, in his sole discretion, may waive any 
Security Default or any event which by itself, or with the 
passage of time or the giving of notice, or both, would give rise 
to a Security Default; provided that, such Default is waived 
prior to the Secretary giving to the Indenture Trustee the 
Secretary's Notice. 

(e) The Secretary shall nctify the Shipowner and tne 
Indenture Trustee m writing of any determinations made under 
paragraphs (a) , (b) and (e) of this Section 6.03, and tne 
secretary shall waive the consequences of any such Default and 
annul any declaration under Section 6.02 and the consequences 
tnereof. 

(f) No waiver under this Section shall extend to or affect 
any subaequent or other Default, nor impair any righta or 
remediea conaequent thereon. 

section 6.04. Remediea After Default, (a) In the event of 
a Default and before and after the payment of tne Guaranteea, tne 
secretary ahall have the right te take the Veaaela without legal 
proceas wherever the. aame may be (and tbe snipowner or otner 
Peraon in poaaeaaion ahall forthwith aurrender poaaeaaion of the 
Veaaels to the secretary upon demand) and hold, lay up, lease, 
charter, operate, or otherwise use the vesaela for auch time and 
upon auch terma aa he may reaaonably deem to be for the beat 
advantage to the Secretary, accounting only tor the net profita, 
if any, ariaing from aueh uae of the Veaaela and cnarging againat 
all reeeipta from the use of the vessels all reasonable charges 
and expenses in connection with such use of the Vessels. 

(b) Upon payment of the Guarantees, the Secretary snail have 
the right to -

(1) Exercise all the rights and remedies in foreclosure 
and otherifise given to mortgagees by the Ship Mortgage Act, 
1920, aa amended; 

(2) Bring auit at law, in equity or in admiralty to 
recover judgment for any and all amounta due under the 
secretaury'a Note, thia. Security Agreement and the Mortgage, 
collect the aame out of any and all property of the 
Shipowner, whether or not the aame ia aubject to the lien of 
the Mortgage, and in connection therewith obtain a decree 
ordering the aale of any veaael in accordance with the 
following aubparagraph (4); 
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(3) Have a receiver of the vessels appointed as a 
matter of right in any suit under this Section (and any such 
receiver may have the rights of the Secretary under the 
following subparagraph (4)); 

(4) Sell any Vessel, free from any claim of the 
Shipowner, cy public sale with sealed bids, held at such time 
and place and in such manner as tne Secretary may reasonably 
deem advisable, after first publishing notice of the time and 
place of such sale for 10 consecutive Business Days in the 
Authorized Newspapers, and mailing a eopy ot such notice, by 
registered or certified mail, to the Shipowner at its last 
known address, the first such publication and mailing to be 
made at least 30 days prior to the date fixed for such sale; 
provided that, such sale may be adjourned from time to time 
without further publication or notice (other than 
announcement at the time and place appointed to sucn sale or 
aajourned sale). It shall net be necessary to bring any such 
Vessel to the place appointed for such- sale or adjourned 
sale; 

(5) Accept a conveyance of title to, and to take 
without legal process (and the Shipowner or otner Person in 
possession shall forthwith surrender possession to the 
Secretary), the whole or any part of any Vessel and the 
Security wherever the same may be, and to taVe possession of 
and to hold the same; 

(6) In his discretion, take any and all action 
authorized by sections 110S(c), 1105(e) and 1108 (t) of the 
Act and, to the extent not in express conflict with the 
action authorized by said Sections 1105(e), 1105(e) and 
1108(b), or with this Section 6.04, any and all action 
crovided for or authorized or permitted by or m respect of 
the Secretary's Note, this Security Agreement, the Vessels, 
the Security, the Escrow Fund, the Construction Fund, the 
Title XI Reserve Fund and the Policies of Insurance (said 
documents, funds and assets being herein called the 
"Increased Security"), including all action provided for in 
or authorized or pemtted by or in respect of the Increased 
Security; 

(7) Receive, in the event of an actual or constructive 
total loaa or an agreed or compromiaed total loaa or a 
requiaiticn of title to or use of any Veaael, all inaurance 
or other paymenta therefor to which the Shipowner would 
otherwiae be entitled, such inaurance moneya to be applied by 
the Secretary in accordance with the intereat of the 
Secretary aa provided in Section 7.01 and, if any balance 
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remaina, in accordance with the intereat of the shipowner aa 
provided in section 7.02; and 

(8) Puraue to final collection all claima ariaing 
under, and to collect auch claima from, the Increaaed 
Security. 

(c) The Shipowner hereby irrevocably appointa the Secretary 
the true and lawful attorney of the Shipowner, in ita name and 
stead, to make all neceaaary tranafera of the whole or any part 
of the Increaaed Security in connection with a sale pursuant to 
paragraphs (a) or (b) of this Section, and for that purpose to 
execute all necessary instruments of assignment and transfer. 
Nevertheless, the Shipowner shall, if so requested by the 
secretary in writing, ratify and confirm such sale by executing 
and delivering to any purchaser of the whole or any part of the 
Increased Security such proper bill of sale, conveyance, 
instrument of transfer or release as may be designated in such 
requeat. 

(d) No remedy ahall be exeluaive of amy other remedy, and 
each and every remedy ahall be cumulative and in addition to any 
other remedy. 

(e) NO delay or omiaaion to exerciae any right or remedy 
shall impair any such right er remedy or ahall be deemed to be a 
waiver of any Default. 

(f) The exerciae of any right or remedy ahall not conatitute 
an election of remedies by the Secretary. 

(g) If the secretary diaeontinuea any proceeding, the righta 
and remediea of the Secretary and of the Shipowner ahall be aa 
though no auch proceeding had been taken. 

section 6.05. Application of Proceeda. (1) The proceeda 
(from aale or otherwiae) of the whole or any part of the 
Increaaed Security and uae thereof by the Secretary under any of 
the foregoing powers, (2) the proceeds of any judgment collected 
by the Secretary for any Default hereunder, (3) the proceeds of 
any inaurance and of any claim for daunagea to the whole or any 
part of the Increaaed security received by the Secretary while 
exereiaing any auch power, and (4) all other amounta received by 
the Secretaury, ineluding amounta which are required by Sectiona 
2.07 and 2.09 or otherwiae to be applied as provided in thia 
section, ahall be applied by the secretary aa followa: 

Firat—to the payment of the Guarantee Fee, if any, due 
and payable to the secretary purauant to the proviaiona of 
section 3.02; 
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Second—to the payment of all auma of money due and 
unpaid and aecured by the Mortgage or thia Security 
Agreement; 

Third—to the payment of all advancea by the secretary 
purauant to thia Security Agreement and al^ reaaonable 
chargea and expenaea of the Secretary; 

Fourth—to. the payment of the whole amount of the 
intereat then due and unpaid upon the Secretary'a Note; 

Fifth—to the payment of the whole amount of the 
principal then due and unpaid upon the Secretary's Note; 

Sixth—to the Indenture Trustee for its reasonable fees 
and expenses; and 

Seventh—any balance thereof remaining shall be paid to 
the Shipowner or the Charterer aa their interests may appear. 

Section 6.06. General Powers of Secretary, (a) In the 
event amy Veaael aball be arreated or detained by a marahal or 
other officer of any court of law, equity or admiralty 
jurladiction in any country or nation of the world or by any 
government or other authority and ahall not be releaaed from 
arreat or detention within 15 daya from the date of arreat or 
detention, the Shipowner hereby authorizea the Secretary, in the 
name of the Shipowner, to apply for and receive poaaeaaion of and 
to take poaaeaaion of auch veaael with all the righta and powera 
that the Shipowner might have, possess and exerciae in any auch 
event. Thia authorization ia irrevocable. 

(b) The Shipowner irrevocably authorizea the Secretary or 
ita appointee (with full power of aubatitution) to appear in tne 
name of the Shipowner in any court of any country or nation of 
the world where a auit ia pending againat the vdiole or any part 
of the Increaaed Security beeauae of or on account of any alleged 
lien or claim againat the whole er any part of the Increaaed 
Security from which the whole or aaid part of the Increaaed 
security haa not been releaaed. 

(c) All reaaonable expenaea incurred purauant to paragraphs 
(a) or (b) of thia section ahall conatitute a debt due from the 
Shipowner to the Secretary and ahall be repaid by the Shipowner 
upon demand. The Secretary ahall not be obligated to (nor be 
liable for hia failure to) take any action provided for in the 
foregoing paragrapha (a) and (b). 

section 6.07. concerning the Charter. Notwithatanding the 
foregoing proviaiona of thia Article VI, ao long aa the Charter 
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shall be in full force and effect and the Charterer shall have 
performed its obiigationa thereunder, if the Secretary exereiaea 
any of the righta and remediea afforded him by thia Security 
Agreement, the Mortgage or by law, auch exerciae anall be in auch 
manner as to permit the continued utilization and operation of 
the vessels under the Charter with the minimum disruption of 
service: provided, however, that (1) nothing in this Section 6.07 
and none of the actions or omissions to act by the Secretary 
contemplated by this Section 6.07 shall be deemed to be a waiver 
by the Secretary of the preferred status of the Mortgage nor of 
any of the benefits, privileges or provisions given by the Ship 
Mortgage Act, 1920, as amended, (ii) no provision hereof shall 
constitute a waiver of such preferred status or any of auch 
benefits, privileges or provisiona, and (iii) in the event that 
any proviaion of thia Security Agreement and of the Mortgage 
ahould be, or shall be held by a court of competent jurisdiction 
to be, a waiver of or otherwise prejudicial to such preferred 
status, then in such event such provision of this security 
Agreement and Mortgage should be and shall be deemed to be of no 
force and effect. 

ABTZCLE VZZ 

Bights of Secretary and Shipoimer 

Section 7.01. The Interest of the Secretary. The interest 
of the Secretary in the Increased Security, and any cash, 
securities or other property (ether than property purchased by 
the secretaury at foreclosure proceedings or other public sale and 
any payments or receipts from the requisition, aale, charter, 
operation or other uae or diapoaltion ot any auch property 
accrued after the time of acquiaition of title at aueh 
proeeedinga or aale, all of which property, paymenta and receipts 
shall belong to and vest exclusively in the Secretary), which may 
at amy time be collected, received, realized or held by or for 
the secretary (or others) in respeet thereof (including payments 
referred to in Section 6.04(b) (4) and any excess Guarantee Fee 
held by the Secretary and not refundable to the shipowner under 
the provisiona of Section 3.02) , shall be equal to, but not in 
excess of, an amount equal to the total o f — 

(1) the Guarantee Fee, if any, due and payable to the 
Secretary pursuant to the provisions of Section 3.02; 

(2) the expenaea (including adminiatrative expenaea) 
incurred and advancea and diaburaementa made by the Secretary 
(or the united Statea) in the aaaertion, protection, purauit 
and/or enforcement of the righta and remediea, or any of 
them, atated in Sectiona 6.04 and 6.06, and all other 
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expenaea (including adminiatrative expenses) incurred and 
advances and diaburaementa made by the Secretary (or the 
United Statea) in connection with the Increased security or 
otherwiae (other than thoae incurred or made in reapeet of 

. the purchaae of any Veaael by the Secretary at forecloaure 
proeeedinga or other public aale, after the time of 
acquiaition of title at such foreclosure proceedings or other 
public sale); 

(3) an amount equal to the aunount of interest which is 
due and payable upon the Secretary's Note; 

(4) an amount equal to the amount of principal which is 
due or will become due and payaU3le upon the secretary's Note; 

after deducting therefrom all credits, if any, under Section 
1103(b) of the Act and all cash payments theretofore made to the 
Secretary on account of said items; and such interest shall be 
discharged and satisfied in full before discharging and 
satisfying any interest of the Shipowner. 

section 7.02. The Interest of the Shipowner. The interest 
of the Shipowner, including its interest for the purpose of. 
aaaerting, protecting, purauing er enforcing any or all of the 
righta in or under the Increaaed Security, and any caah, 
aecuritiea or other property (other than property purchaaed by 
the Secretary at forecloaure proeeedinga or other public sale, 
and any payments or receipts from the requisition, aale, charter, 
operation or other uae or diapoaltion of any auch property 
accrued after the time of acquiaition of title at such 
proceedings or sale, all of which property, payment or receipts 
shall as stated above belong to and vest exclusively in the 
Secretary), which may at any time be collected, received, 
realized or held by or for the Secretary (or others) in reapeet 
thereof (including paymenta referred to in Section 6.04(b)(4), 
and any exceaa Guarantee Fee held by the Secretary and not 
refundable to the Shipowner under Section 3.02), shall, except as 
otherwise provided in the Special Provisiona hereof, be a 
reaidual intereat after full diaeharge and aatlafaction of the 
intereat of the Secretary, aa provided in Section 7.01, and the 
secretary aball promptly pay or otherwiae account therefor to the 
Shipoimer. 

Section 7.03. Interest in Funds Held by the Indenture 
Trustee. The Secretary shall at no time have any right or 
interest in or in respect of (i) any funds held at any time by 
the Indenture Trustee under the indenture for payment of the 
Obligations or (ii) any funda held by the Indenture Truatee in 
reapeet of obiigationa which ahall have been Betired or Paid 
within the meaning of the Indenture. 
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ARTICLE VZZZ 

Amendmenta and Supplementa to the Security 
Agreement, Mortgage, Indenture and Charter 

section 8.01. Amendmenta and Supplementa to the Security 
Agreement and the Mortgage. Thia Security Agreement and the 
Mortgage may not be amended or aupplemented orally but may be 
amended or supplemented from time to time by am instrument in 
writing executed by the Shlpcwner and the Secretary. 

Section 8.02. Waiver cf security Agreement Provisions. The 
benefits to or rights of the Secretary under any provision of 
this Security Agreement may be waived in writing by the Secretary 
eitner upon Request by the Shipowner or in his discretion with 15 
days' prior notice. 

Section 8.03. Amendments and Supplements to the Indenture 
and Charter. Notwithstanding any provisions of the Indenture or 
the Charter, the Shipowner agreea that no amendmenta or 
aupplementa will be made to the Indenture or the Charter without 
the prior written eonaent of the secretary and any purported 
action or attempt to take action forbidden to be taken by thia 
Section ahall be null and void and of no force or effect. 

ARTZCLB ZX 

Consolidation, Merger and Sale 

section 9.01. Conaolidation. Mercer and sale, etc. (a) 
Nothing in thia Security Agreement or the Mortgage ahall prevent 
any lawful conaolidation or merger of the shipowner with or into 
any other Person or any sale of any Veaael to any other Peraon 
lawfully entitled to acquire or operate auch Veaael; provided 
that, the secretary ahall have given hia prior written conaent to 
aueh auceeaaion, merger, conaolidation or aale. 

(b) The Peraon formed by or aurviving aueh conaolidation or 
merger (herein called the "Successor"), shall, by indenture 
supplemental to the Zndenture, and by instrument amending or 
supplementing thia Security Agreement, and the Mortgage, as may 
be necessary, expressly assume the payment of the principal of 
(and premium, if any) and interest on the outstanding Obligations 
in accordance with the terms of the Obiigationa, ahall execute 
and deliver to the Secretary a secretary'a Note in form 
aatiafactory to the Secretary, ahall expreaaly aaaume the payment 
of the principal of and intereat on the secretary'a Note, and 
alao ahall expreaaly aaaume the performance of the agreementa of 
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the Shipowner in the Zndenture, thia Security Agreement and the 
Mortgage. 

(c) With the prior written conaent of the Secretary, any 
such sale may be on such terms as to release the Shipowner 
immediately prior to such sale from all ita obligations under the 
Indenture, the Proportionate Outatanding Obiigationa, thia 
Security Agreement, the Mortgage and the Secretary'a Note. In 
aueh event, the Secretary, if ao requeated by the Shipowner, and 
aa may be neceaaary, ahall execute and delivery such instruments 
as may be deemed by the Shipowner to be reasonably necessary or 
appropriate to give effect to amd confirm such release. 

(d) Upon any such consolidation, merger, appointment or 
designation, (A) the Succeaaor ahall auceed to and be substituted 
for the Shipowner with the same effect aa if it had been named 
herein and (B) the Secretary ahall conaent to the aurrender of 
the document of any Veaaela purauant to Subaection 0 of the Ship 
Mortgage Act, 1920, aa amended; provided that, concurrently with 
aucn aurrender, auch Veaaela ahall be redocumented under the laws 
of the United States and all endorsements necessary and proper to 
preserve the preferred atatua of the Mortgage ahall be made upon 
the new document of aueh Veaaela, when iaaued. 

ARTZCLE X 

Notices 

section 10.01. Noticea. Except aa otherwiae provided in 
thia Security Agreement or by the Act, all noticea, requeats, 
demanda, directiona, conaenta, waivera, approvala or other 
communicatlona may be made or delivered in peraon or by 
regiatered or certified mail, poatage prepaid, addreaaed to the 
party at the addreaa of auch party apecified in the special 
Proviaiona hereof, or at aueh other addreaa aa such party shall 
advise each other party by written notice, and shall be effective 
upon receipt by the addressee thereof. 

Section 10.02. Waivera of Notice. Zn any caae where notice 
by publication, mail or otherwiae ia provided for by this 
Security Agreement, aueh notice may be waived in writing by the 
Peraon entitled to receive auch notice, either before or after 
the event, and auch waiver ahall be deemed the equivalent of such 
notice. 

section 10.03. Change of Name. The Shipoimer ahall not 
change ita name without firat notifying the secretary of the new 
name and the change in addreaa, if any. 
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ARTZCLE XZ 

Diaeharge of security Agreement and 
the Mortgage 

Section 11.01. Diaeharge of security Agreement and the 
Mortgage, (a) If the Obiigationa and the related Secretary's Note 
shall have been satisfied and discharged and if the Shipowner 
shall pay or cause to be paid all other sums that may have become 
secured under this Security Agreement and the Mortgage, then this 
Security Agreement, the Mortgage and the liens, estate and rights 
and interests hereby and thereby granted shall cease, determine, 
and become null and void, and the Secretary, on Request of the 
Shipowner and at the Shipowner's cost and expense, shall 
forthwith cause satisfaction and discharge of this Security 
Agreement and the Mortgage to be entered upon its and other 
appropriate records and shall execute and deliver to the 
Shipowner such instruments as may be necessairy, duly 
acknowledging the satisfaction and diaeharge of thia security 
Agreement and the Mortgage, and forthwith tne eatate, right, 
title and intereat of the Secretary in and to the Security, the 
Increaaed security and any other aecuritiea, eaah, and any other 
property held by it under this Security Agreement and the 
Mortgage shall thereupon cease, determine and become null and 
void, and the secretary shall tranafer, deliver and pay the aame 
tc ths Shipowner. 

(b) If all of the Guaranteea on the outatanding Obiigationa 
snail have been terminated purauamt to Section 3.05(2) or (4), 
che Secretary shad.1 assign forthwith to the Shipowner, txiis 
s-£curity Agreement, the Mortgage and the liens, estate, rights 
a.r.i interests hereby and thereby granted. 

ARTZCLE XZZ 

Miscellaneous 

section 12.01. Successors and Assigns. All the covenants, 
promises, stipulations and agreements of the Shipowner in this 
Security Agreement shall bind the Shipowner and its successors 
and assigns and ahall inure to the benefit of the secretary and 
his successors and assigns, and aill the covenants, promises, 
stipulations and agreements of the Secretary in this Security 
Agreement shall bind the Secretary and his successors and 
assigns, and shall inure to the benefit of the Shipowner, and its 
successors and assigns, whether so expressed or not. This 
security Agreement is for the sole benefit of the Shipowner, the 
secretary and their respective successors and assigns, and no 
other Person shall have any right hereunder. 



1 

49 
Exhibit 1 to Seciarity Agreement 

section 12.02. Execution ig Counterparts. Thia Security 
Agreement may be executed in any number of counterparta. All 
auch counterparta ahall be deemed to be originala and ahall 
together conatitute but one and the aame inatrument. 

Section 12.03. Righta cf Shipowner in Abaence of Defaiilt. 
Except during the exiatence of a Default (unlesa the Shipowner 
ahall have failed to perform any of ita agreementa under Section 
2.04 or the Charterer ahall have failed to perform any of ita 
agreementa under the Charter and auch failure ahall be continuing 
at the time in guestion), the Shipowner (1) shall be suffered and 
permitted to retain actual possession and uae of the Veasels and 
(2) shall have the right, from time to time, in its discretion 
and without the consent of or release by the Secretary, to 
dispose of, free from the lien hereof and of the Mortgage, any 
and all engines, boilers, machinery, masta, boats, anchors, 
cables, chains, rigging, tackle, appaurel, furniture, capstans, 
outfit, tools, pumps, pumping and other equipment, and all other 
appurtenances to the Vessels, and also any and all additions, 
improvements and replacements in or to the Vessels or said 
appurtenances, after, except with the prior written consent of 
the Secretary, firat or aimultaneoualy replacing the aame with 
itema of at leaat aubatantially equal value. 

Section 12.04. Surrender of Veaael'a Doeumenta. The 
Secretau-y ahall conaent to the aurrender of eaeh Veaael'a 
doeumenta in connection with any redocumentation of aueh Veasel 
required on account of alterations to auch Veaael which, aa 
atated in an Offieer'a Certificate delivered to the Secretary, 
are not prohibited by thia Security Agreement and by the 
Mortgage. 

Section 12.05. No Waiver of Preferred Statue. No proviaion 
of thia security Agreement or of the Mortgage shall be deemed to 
constitute a waiver by the secretary of the preferred status of 
the Mortgage given by subsection M of the Ship Mortgage Act, 
1920, as amended, and amy provision of this Security Agreement or 
of the Mortgage which would otherwise constitute such a waiver 
shall to such extent be of no force or effeet. 

Section 12.06. Begulations Inapplicable. None of the 
regulationa heretofore or hereafter iaaued, whether or not under 
Title XZ of the Act, ia a part cf or affecta this Security 
Agreement in any respeet, and the provisions of this Security 
Agreement shall control notwithstanding the provisions of any 
such regulationa. 

Section 12.07. Table of Contenta. Titlea and Headings. The 
table of contenta, the titlea of the Artielea and the headinga of 
the Sectiona are not a part of thia Security Agreement and ahall 
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Exhibit 1 to security Agreement 

not be deemed to affect the meaning or conatruction -of any of ita 
provisions. 
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EXHIBIT 2 to 
SECURITY AGREEMENT 

Secured Note 



THE CONNECTICUT BANK AND TRUST COMPANY, 
NATIONAL ASSOCIATION, acting not in its individual 
capacity but solely as owner trustee under the 
Trust Agreement dated as of April 1, 1981, as 
amended, between it and New England Merchants 

Leasing Corporation B-7 

Secured Note due DecpTnheT- i \ . 2000 

THE CONNECTICUT BANK AND TRUST COMPANY, NATIONAL 
ASSOCIATION, acting not in its individual capacity but solely as 
owner trustee under the Trust Agreement dated as of April 1, 
1981, as amended, between it and New England Merchants Leasing 
Corporation B-7 (in its capacity as such owner trustee, the 
''Shipowner"), hereby promises to pay to NEMLC Leasing 
Corporation, a Massachusetts corporation (the "Loan 
Participant"), the principal sum of Three Million Two Hundred 
Sixteen Thousand Dollars ($3,216,000), together with interest on 
the amount of said principal sum remaining unpaid from time to 
time (calculated in arrears on the basis of a 365 or 366-day 
year, as the case may be,) from the date hereof until such 
principal sum shall have been paid in full at the rate of 13.05% 
per annum. 

1. Payments. This Secured Note shall be payable in 
twenty-four (24) consecutive semiannual installments of interest 
and principal on June 30 and December 31 of each year (the 
"Payment Dates"), commencing on June 30, 1989. Each 
installment shall be in an amount equal to the sum of the 
interest hereon accrued and unpaid to the date of such 
installment plus an amount equal to the product obtained by 
multiplying (i) the percentage set forth in the following table 
opposite the number of such installment (subject to reduction as 



provided in Section 4.04 of the Security Agreement referred to 
below in the event of a prepayment in part) times (ii) the 
original principal amount of this Secured Note: 

Number of 
Installment 

1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 

10. 
11. 
12. 

provided, 

Pe^rcentaqe 

3.63745958 
1.91730379 
2.04240796 
2.17567506 
2.31763775 
2.46886381 
2.62995709 
2.80156188 

, 2.98436350 
3.17909328 
3.38652923 
3.60750031 

however, that t] 

Number of 
Installment 

13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 

-'-

Percentage 

3.84288961 
4.09363806 
4.36074813 
4.64528700 
4.94839179 
5.27127456 
5.61522512 
5.98161847 
6.37191915 
6.78768688 
7.23058333 
7.70238464 

and principal shall be in such amount as is sufficient to 
discharge the interest hereon accrued and unpaid and the unpaid 
principal hereof. 

2. Interest on Late Payment. This Secured Note to 
the extent permitted by applicable law shall bear interest at 
14.05% per annum, computed on the basis of a 365 or 366-day 
year, as the case may be, over the actual number of days elapsed, 
on any part of the principal hereof or interest hereon not paid 
when due for any period during which the same shall be overdue 
(but in no event shall such rate exceed the maximum permitted by 
applicable law). 

3. Security Agreement and Mortgage. This Secured 
Note is issued under and secured by, a Security Agreement dated 
February 24, 1989 (the "Security Agreement") and a First 
Preferred Fleet Mortgage dated February 24, 1989 (the 
"Mortgage"), executed in each case by the Shipowner and the Loan 
Participant. Reference is hereby made to the Security Agreement, 
the Mortgage and all supplements thereto for a description of the 
Security and the rights of the Shipowner and the Loan Participant 
in respect of the Security. The terms defined in the Security 
Agreement and not otherwise defined herein are used herein with 
the same meanings. 

4. Limited Recourse. All payment of principal and 
interest to be made hereunder shall be made only from the income 
and proceeds from the Security and only to the extent that the 
Shipowner shall have actually received sufficient income or 
proceeds from the Security to make such payments in accordance 
with the Security Agreement. The Loan Participant, by its 
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acceptance of this Secured Note, agrees that it will look, as 
against the proceeds from the Security to the extent available 
for distribution to it in accordance with the terms of the 
Security Agreement, and that neither the Shipowner nor any 
Affiliate of the Shipowner nor the Owner Participant nor any 
Affiliate of the Owner Participant is personally liable to the 
Loan Participant for any amounts payable under this Secured Note 
or the Security Agreement or the Mortgage, nor to return any sums 
properly distributed to the Shipowner or the Owner Participant in 
accordance with the terms of the Security Agreement. 

5. Manner of Payment. Principal hereof and interest 
hereon shall be paid in immediately available funds at the office 
of the Loan Participant without presentment of this Secured Note; 
provided, however, that in the event this Secured Note is prepaid 
in whole it shall be presented to the Shipowner for cancellation; 
and provided, further. that on the date of the final semiannual 
installment payable hereon, this Secured Note shall be 
surrendered to the Shipowner for cancellation if duly paid in 
full as aforesaid. 

6. Prepayments. As provided in Section 4.05 of the 
Security Agreement, and subject to the provisions thereof, this 
Secured Note may be prepaid at any time in whole, or at any time 
and from time to time in part, at the option of the Shipowner, at 
the unpaid principal amount to be so prepaid together with 
interest, if any, on such amount accrued and unpaid to the date 
fixed for prepayment and without premiiim. As provided in Section 
2.09 and Article IV of the Security Agreement, this Secured Note 
is also subject to prepayment in whole or in part at the unpaid 
principal amount hereof together with interest hereof, if any, 
accrued and unpaid to the date fixed for prepayment and without 
premium in the event of termination of the Charter with respect 
to any Vessel or Cover in accordance with the provisions of 
Sections 8(c), 14, 17 or 28 thereof. 

7. Acceleration. Upon the occurrence of a Default, 
the principal amount of this Secured Note may be declared 
immediately due and payable upon the conditions and in the manner 
and with the effect provided in the Security Agreement. 
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IN WITNESS WHEREOF, the Shipowner has caused this 
Secured Note to be duly executed on its behalf by a duly 
authorized officer. 

Dated: February 24, 1989 

THE CONNECTICUT BANK AND TRUST 
COMPANY, National Association 
acting not in its individual 
capacity but solely as owner 
trustee under the Trust' Agreement 
dated as of April 1, 1981, as 
amended, between it and New England 
Merchants Leasing Corporation B-7 

By: 
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EXHIBIT 3 to 
SECURITY AGREEMENT 

First Preferred Fleet 
Mortgage 



FIRST PREFERRED FLEET MORTGAGE (NM-1) 

Dated February 24, 1989 

from 

THE CONNECTICUT BANK AND TRUST COMPANY, NATIONAL ASSOCIATION 

not in its individual capacity but 
solely as owner trustee. 

Shipowner 

to 

NEMLC LEASING CORPORATION 

Mortgagee 

20 Box Hopper Barges with Roll Top Covers 



FIRST PREFERRED FLEET MORTGAGE 

20 Box Hopper Barges with Roll Top Covers 

THIS FIRST PREFERRED FLEET MORTGAGE is made and dated 
February 24, 1989, by THE CONNECTICUT BANK AND TRUST COMPANY, 
NATIONAL ASSOCIATION, not in its individual capacity but solely 
as owner trustee under the Trust Agreement dated as of April 1, 
1981, as amended, between New England Merchants Leasing 
Corporation B-7 (the "Owner Participant") and it (the 
"Shipowner"), to NEMLC LEASING CORPORATION, a Massachusetts 
Corporation (the "Mortgagee"). 

W I T N E S S E T H : 

RECITALS 

A. This is a first preferred fleet mortgage that covers 
the whole of the following vessels (the "Vessels"), as more fully 
described in the Granting Clause hereof: 

Name of Vessel Official Number 

DM 2801 
DM 2802 
DM 2803 
DM 2804 
DM 2805 
DM 2806 
DM 2807 
DM 2808 
DM 2809 
DM 2810 
DM 2811 
DM 2812 
DM 2813 
DM 2814 
DM 2815 
DM 2816 
DM 2817 
DM 2818 
DM 2819 
DM 2820 

633859 
633860 
633861 
633862 
633863 
633864 
633865 
633866 
633867 
633868 
633869 
633870 
633871 
633872 
633873 
633874 
633875 
633876 
633877 
633878 

Each of the Vessels has been duly documented in the name of the 
Shipowner under the laws of the United States. 



B. The full name and address of the Shipowner is: 

The Connecticut Bank and Trust Company, 
National Association, 
not in its individual capacity but solely 
as trustee under a Trust Agreement dated 
as of April 1, 1981, as amended, with 
New England Merchants Leasing Corporation 
B-7 as beneficiary 
One Constitution Plaza 
Hartford, Connecticut 06115 
Attention: Corporate Trust Department CTHMA06K 

C. The full name and address of the Mortgagee is: 

NEMLC Leasing Corporation 
28 State Street 
P.O. Box 2332 
Boston, Massachusetts 02109 

D. The Shipowner owns the whole of each of the Vessels. 

E. The Shipowner is hereby granting to the Mortgagee a 
first preferred fleet mortgage covering the whole of each of the 
Vessels. 

F. In April 1981, the Shipowner, acting on behalf of 
the Owner Participant, bareboat chartered the Vessels to Dravo 
Mechling Corporation (the name of which has been changed to 
National Marine, Inc.), a Delaware corporation (the "Charterer") 
pursuant to a Bareboat Charter dated as of April 1, 1981 (as the 
same has been and from time to time hereafter may be amended, 
supplemented or restated, the "Charterer"). 

G. The Shipowner financed the purchase of the Vessels 
with the proceeds of a loan from Pittsburgh National Bank. Such 
loan was refinanced in March 1982 with the proceeds from the 
issuance of the Shipowner's United States Government Guaranteed 
Ship Financing Bonds, DMC 1 Series, bearing interest at the rate 
of 15.05% per annum and maturing on December 31, 2003 (the 
"Bonds"). The Bonds were 

(i) issued under a Trust Indenture dated as of 
March 18, 1982 between the Mortgagor and Mercantile-Safe 
Deposit and Trust Company, a Maryland banking 
corporation, and 

(ii) guaranteed by the United States pursuant to 
guarantees (the "Guarantees") under Title XI of the 
Merchant Marine Act, 1936, as amended. 
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H. To induce the United States to issue the Guarantees, 
the Shipowner entered into a First Preferred Fleet Mortgage dated 
March 18, 1982, between the Shipowner and the United States 
covering the Vessels. 

I. The Shipowner has purchased and retired all of the 
issued and outstanding Bonds and on the date hereof the United 
States has executed and delivered to the Shipowner a Release of 
Mortgage, which has been filed and recorded on the date hereof 
at the Office of the Officer in Charge, Vessel Documentation 
Section, United States Coast Guard, at the Port of New Orleans, 
Louisiana; and 

J. In order to finance the purchase of the Bonds by the 
Shipowner from the holder thereof, the Shipowner has authorized 
the issuance to the Mortgagee of its 13.05% Secured Notes due 
December 31, 2000 (the "Secured Notes"), in an aggregate original 
principal amount of $3,216,000; and 

K. Pursuant to the terms and provisions of that certain 
Security Agreement dated as the date hereof between the Shipowner 
and the Mortgagee (herein, as the same may be amended or 
supplemented, called the "Security Agreement"), the Shipowner has 
agreed to execute and deliver this Mortgage to the Mortgagee for 
the purpose of securing the payment of the principal of and 
interest on the Secured Notes in accordance with their terms and 
the terms of the Security Agreement (this Mortgage, as the same 
may hereafter be amended or supplemented in accordance with the 
terms hereof, is herein called the "Mortgage"). 

NOW, THEREFORE, THIS MORTGAGE WITNESSETH: 

That, in consideration of the premises and of the 
additional covenants herein contained and for other good and 
valuable consideration, the receipt and adequacy of which are 
hereby acknowledged, and as security for the payment of the 
above-mentioned interest on and principal of the Secured Notes 
and all other sums that may be secured by this Mortgage and the 
Security Agreement, and to secure the due performance and 
observance of all the agreements and covenants in the Secured 
Notes or herein or in the Security Agreement contained, the 
Shipowner has granted, conveyed, mortgaged, pledged, confirmed, 
assigned, transferred and set over, and by these presents does 
grant, convey, mortgage, pledge, confirm, assign, transfer and 
set over, unto the Mortgagee, the whole of those certain box 
hopper barges with roll top covers of approximately 1223.97 gross 
tons and approximately 1223 net tons, each built in 1981 at 
Neville Island, Pennsylvania, designated as follows: 
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Name of Vessel Official Number 

DM 2801 
DM 2802 
DM 2803 
DM 2804 
DM 2805 
DM 2806 
DM 2807 
DM 2808 
DM 2809 
DM 2810 
DM 2811 
DM 2812 
DM 2813 
DM 2814 
DM 2815 
DM 2816 
DM 2817 
DM 2818 
DM 2819 
DM 2820 

633859 
633860 
633861 
633862 
633863 
633864 
633865 
633866 
633867 
633868 
633869 
633870 
633871 
633872 
633873 
633874 
633875 
633876 
633877 
633878 

all duly documented in the name of the Shipowner under the laws 
of the United States, together with all of their engines, 
boilers, machinery, masts, boats, anchors, capstans, outfit, 
tools, pumps, pumping and other equipment and all other 
appurtenances now or at any time hereafter appertaining or 
belonging thereto and whether on board or not on board, and also 
any and all additions, improvements and replacements hereafter 
made in or to the said box hopper barges and roll top covers or 
their appurtenances as aforesaid (said box hopper barges and roll 
top covers, together with all the foregoing, herein called the 
"Vessels"). 

TO HAVE AND TO HOLD, all and singular, the above 
mortgaged and described property unto the Mortgagee, to its own 
use, benefit and behoof forever; 

PROVIDED, HOWEVER, and these presents are upon the 
condition that, if the above-mentioned principal of and interest 
on the Secured Notes are paid or satisfied in accordance with the 
terms thereof and of the Security Agreement, and all other sums 
that may be secured by the Security Agreement and this Mortgage 
are paid in accordance with their terms, then this Mortgage and 
the estate and rights hereunder shall cease, determine and be 
void, but otherwise this Mortgage shall remain in full force and 
effect. 

The Shipowner hereby agrees with the Mortgagee that the 
Vessels now or at any time subject to the lien of this Mortgage 
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are to be' held by the Mortgagee subject to the further agreements 
and conditions hereinafter set forth. 

ARTICLE FIRST 

Section 1. The execution and delivery of this Mortgage 
and the execution and delivery of the Secured Notes have each 
been duly authorized by the Shipowner and are not in 
contravention of any indenture or undertaking to which the 
Shipowner is a party or by which it is bound. 

Section 2. All of the covenants and agreements on the 
part of the Shipowner including, without limitation, those 
relating to maintenance of United States citizenship, 
organization and existence of the Shipowner, title to and 
possession of each Vessel; material changes in each Vessel; 
compliance with applicable laws; maintenance of marine insurance; 
requisition of title; and compliance with Charter 313, which are 
set forth, and all of the rights, immunities, powers and remedies 
of the Mortgagee which are provided for, in the Security 
Agreement (including the Special Provisions thereof and the 
General Provisions of Exhibit 1 thereto) together with all other 
provisions of the Security Agreement, except for the Granting 
Clause thereof, are incorporated herein by reference with the 
same force and effect as though set forth at length in this 
Mortgage and true copies of the form of the Special Provisions 
of, and Exhibit 1 to, the Security Agreement are annexed hereto. 

Section 3. A Default (as defined in the Security 
Agreement) shall constitute a default hereunder and shall give 
the Mortgagee the rights and remedies established by Chapter 313, 
as provided in the Security Agreement. 

Section 4. This instrument is executed as and shall 
constitute an instrument supplemental to the Security Agreement 
and shall be construed in connection with, and as a part of, the 
Security Agreement. 

ARTICLE SECOND 

Section 1. This Mortgage may be executed in any number 
of counterparts and all such counterparts executed and delivered, 
each as an original, shall constitute but one and the same 
instrument. 

Section 2. All the covenants, promises, stipulations and 
agreements of the Shipowner in this Mortgage shall bind the 
Shipowner and its successors and assigns and shall inure to the 
benefit of the Mortgagee and its successors and assigns, and all 
the covenants, promises, stipulations and agreements of the 
Mortgagee contained herein shall bind the Mortgagee and its 
successors and assigns and shall inure to the benefit of the 
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Shipowner and its successors and assigns, whether so expressed or 
not. 

Section 3. Any term used herein which is defined in the 
Security Agreement and which is not specifically defined herein 
shall have the meaning specified in the Security Agreement unless 
the context herein otherwise requires. 

Section 4. No provision of this Mortgage or of the 
Security Agreement shall be deemed to constitute a waiver by the 
Mortgagee of the preferred status of the Mortgage given by 
Chapter 313, and any provision of this Mortgage or of the 
Security Agreement which would otherwise constitute such a waiver 
shall to such extent be of no force or effect. 

Section 5. If the Secured Notes shall have been 
satisfied and discharged and if the Shipowner shall pay or cause 
to be paid all other sums that may have become secured under the 
Security Agreement and this Mortgage, then this Mortgage and the 
estate and rights hereunder shall cease, determine, and become 
null and void; and the Mortgagee, on the Request of the Shipowner 
and at the Shipowner's cost and expense, shall forthwith cause 
satisfaction and discharge of this Mortgage to be entered upon 
its and other appropriate records and shall execute and deliver 
to the Shipowner such instruments as may be necessary, duly 
acknowledging the satisfaction and discharge of this Mortgage. 

ARTICLE THIRD 

For purposes of 46 U.S.C. 31321(b)(3), the amount of the 
direct or contingent obligations that are or may be secured by 
this Mortgage, excluding interest, expenses and fees is Three 
Million Two Hundred Sixteen Thousand Dollars ($3,216,000). 

ARTICLE FOURTH 

All of the statements, representations, covenants and 
agreements made by The Connecticut Bank and Trust Company, 
National Association (or any entity acting as successor trustee) 
in its capacity as trustee under the Trust Agreement or in its 
individual capacity, or made by any officer of The Connecticut 
Bank and Trust Company, National Association (or any entity 
acting as successor trustee), and contained in this Mortgage, the 
Security Agreement or the documents delivered with respect 
thereto and all documents constituting part of the Security while 
in form purporting to be made by The Connecticut Bank and Trust 
Company, National Association (or any entity acting as successor 
trustee) in its capacity as trustee under the Trust Agreement or 
in its individual capacity or made by such officer, are, except 
to the extent expressly provided below in this Article Fourth, 
nonetheless made and intended only for the purpose of binding the 
Security and establishing the existence of rights and remedies 
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provided for in this Mortgage, the Security Agreement and such 
other documents which can be exercised and enforced against the 
Security. Therefore, anything contained in any of the aforesaid 
documents to the contrary notwithstanding, no recourse shall be 
had for the payment of the principal of, or the interest on, the 
Secured Notes or the payment of any other amounts due under this 
Mortgage or the Security Agreement, or shall be had for any claim 
based on any provision of any of the documents referred to in the 
preceding sentence hereof, against The Connecticut Bank and Trust 
Company, National Association (or any entity acting as successor 
trustee) in its capacity as trustee under the Trust Agreement or 
in its individual capacity or against the Owner Participant, and 
neither The Connecticut Bank and Trust Company, National 
Association (or any such entity acting as such successor trustee) 
nor the Owner Participant (as opposed to the Security) shall have 
any personal obligation, liability or duty whatsoever to the 
Mortgagee or any other Person for or with respect to any such 
payment, the performance of or compliance of any statement or 
representation made in any such document (including, without 
limitation, in the case of the Owner Participant, any liability 
for any action, inaction or conduct whatsoever of The Connecticut 
Bank and Trust Company, National Association in its capacity as 
trustee (or any entity acting as successor trustee) under the 
Trust Agreement or otherwise), except, only in the case of The 
Connecticut Bank Trust Company, National Association (or any 
entity acting as such successor trustee), liability for its own 
gross negligence or wilful misconduct. Nothing contained in this 
Article Fourth shall be construed to limit the exercise and 
enforcement, in accordance with the terms of this Mortgage, the 
Security Agreement, the Secured Notes, and the other documents 
constituting part of the Security, of the rights and remedies of 
the Mortgagee against the Security. 

[Remainder of Page Left Intentionally Blank] 
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IN WITNESS WHEREOF, this First Preferred Fleet Mortgage 
has been executed and delivered as of the day and year first 
above written. 

THE CONNECTICUT BANK AND TRUST 
COMPANY, NATIONAL ASSOCIATION, 
not in its individual capacity 
but solely as owner trustee as 
aforesaid. 

Shipowner 

By_ 

NEMLC LEASING CORPORATION, 

Mortgagee 

BY 
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COMMONWEALTH OF MASSACHUSETTS ) 
• S S • • 

COUNTY OF SUFFOLK ) 

On this day of February, 1989, before me personally 
appeared , to me known, 
who, being by me duly sworn, did depose and say that he resides 
at ; that he is 
an Assistant Vice President of The Connecticut Bank and Trust 
Company, National Association, the corporation described in and 
which executed the foregoing instrument; by authority of 
resolutions adopted by the Board of Directors of The Connecticut 
Bank and Trust Company, National Association. 

Notary Public 

(Notarial Seal) My commission expires: 

COMMONWEALTH OF MASSACHUSETTS ) 

COUNTY OF SUFFOLK ) 

On this day of Febmary, 1989, before me personally 
appeared , to me known, 
who, being by me duly sworn, did depose and say that he resides 
at ; that he is a 
Vice President of NEMLC Leasing Corporation, the corporation 
described in and which executed the foregoing instrument; by 
authority of resolutions adopted by the Board of Directors of 
NEMLC Leasing Corporation. 

Notary Public 

(Notarial Seal) 

My commission expires: 
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List of Exhibits to First Preferred Fleet Mortgage 

1. Security Agreement 

2. Secured Note 

3. [omitted] 

4. Construction Contract 

5. Bareboat Charter, as amended 

6. Participation Agreement, as amended 

7. Refinancing Agreement 

8. Assignment of First Preferred Fleet Mortgage covering the 
Collateral Vessels 

9. Assignment of Second Preferred Fleet Mortgage covering the 
Collateral Vessels 
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EXHIBIT 4 to 
SECURITY AGREEMENT 

Construction Contract 
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Attachment 8.4 (c) 

August 27, 1980 

Mr. L. E. Sutton, President IN TRIPLICATE 
Dravo Mechling Corporation 
One Oliver Plaza 
Pittsburgh, Pennsylvania 15222 

Subject: Twenty (20) 200' x 35' x 12' Box Hopper 
Q Barges with Roll Top Covers 

Dear Les, 

In accordance with your inquiry, we are pleased to submit our 
proposal to design, construct and complete for your use, the Dravo Marine 

(̂  Equipment described herein below. 

The barges which we will furnish for your service w^ll be 
constructed in accordance with the attached Dravo Drawings Nos. 370689 and 
370696. 

Q We will furnish the barges as described above for a firm price 
( 0̂ * 

THREE HUNDRED TWELVE THOUSAND ONE HUNDRED FIFTY DOLLARS (S312.150.00) 

each. 

The above price is based upon delivery and acceptance afloat, 
our landing, Neville Island, Pittsburgh, Pennsylvania. Delivery of the 
equipment shall begin between February 25, 1981 and March 12, 1981 and 
complete between April 3, 1981 and April 20, 1981. 

(. This proposal is also subject to the Dravo Standard "Tenns and 
Conditions of Sale-Marine Equipment" dated June, 1978, which are on the 
reverse side of this page. "Terms of Payment" are subject to approval by 
Dravo Corporation's Credit Department. 

This letter, and any attachments hereto, constitutes our offer 
C to furnish this equipment on the basis of a sale and, upon acceptance of 

its terms by both parties, will serve as the contract document defining our 
agreement. 

• N a i N m i l N a WORKS DIVISION DRAVO CORPORATION NEVIUf ISLAND PITTSBURGH. PA 1522S 412 777-5000 TELEX 866-12S 

http://S312.150.00
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( Mr. L. E. Sutton, President 
Dravo Mechling Corporation 
Pittsburgh, Pennsylvania 15222 

Page No. 2 

August 27, 1980 

The above information is intended to record the entire agreement 
between parties hereto and supercedes any previous conmunications unless 
expressly referred to herein. 

We thank you for this opportunity to quote on your marine 
equipment needs. A signed and accepted copy of this letter in the space 
provided below will serve as our formal written contract. 

LAG/jld 

Enclosures 

Very truly yours, 

DRAVO CORPORATION 

Engineering Works Division 

L: A. Greene \ 
Manager, Marine Sales 

ACCEPTED: 

BY: 

TITLE: 

DATE: 

DRAVO MECHLING CORP. 

\V A j u f f ^ * ^ 

t . n In 

ACCEPTED: 

BY: 

TITLE: 

DATE: 

DRAVO CORPORATION 

5̂f. yy7.^raJ 

i^.a;^z::3^y 
?/-,A 

>/^<Sti»Hi.^-
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Octx>ber 8, 1980 

Dravo Ccntract W-4192 
Twenty 200' x 35' x 12' Box^Type 
Hopper Barges wi-Qi Roll Tbp Covers 

Mr. L. E. Sutton 
(> Dravo Mechlijag (Jorporation 

die Oliver Plaza 
Pittsburg, Pennsylvania 15222 

Dear Les: 

C Bidosed i s a fully exscuted aap^ of our oontract dated August 27, 
1980 for your files. 

Wie have assigned the Dravo Ccntract Ntsdaer W-4192 and Bull Nkidaers 
8231 tiiru 8250 to ths subject barges. Please assign your barge 
operating name or nuntser to the Dcavo hull nuDoiaers and n o t i ^ me of 

<' this assignment a t your earliest oonvenienoe. 
( 

Also we will need the designated "Hone Port" whidi will be painted 
cn the barge and \id)etfaer or not you wish to docixosnt the barges with 
the U.S. Coast Guard. 

<... Alao we have been advised that you have requested an ABS Limited Route 
load line cn the subject barges and have accepted our g^Dtation of 
$950.00 per barge fbr said ccntract change. 

Vtery truly yours. 

o 

E&«ard P. Bannon 
Project Ifeaiager 

pap 

Enclosure 

u 

c 
o 
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Dravo Mechling Las Sutton 
One Oliver Pisza President 
Pittsburgh. PA 15222 
412 566-3917 

A Oravo Company 

September 2, 1980 

Mr. J. L. Miller 
Vice President 
Contract Management 

-̂' Dravo Corporatloii 
4800 Grand Avenue 
Pittsburgh, Pa. 15225 

Dear Mr. Miller; 

Proposals submitted In response to our legal advertisement 
requesting bids for performing our proposed Contract Serial 
No. 100 were opesed at 12:00 Noon on August 27, 1980. 

This Is to infom you that we hereby accept your bid for the 
construction and delivery of twenty (20) identical all welded, 
steel, box hopper barges ( designed for covers), in accordance 
with proposed Contract Serial No. 100 for $312,150. Performance 
bond will not be required. 

Pursuant to the Code of Federal Regulations applicable to Section 10 
of the Clayton Anti-trust Act, it Is now your obllgaElon to execute 
and deliver Contract Serial No. 100 in accordance with your proposal 
within ten (10) days after this acceptance date. 

Very truly yours. 

L. E. Sutton 
Ja 

^ 

:C 

D r & y r o 
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c 
To H. W. Ihg r sm Location OOP Date ' 4 / 1/81 

From E. P . Banncn Location H-2 Pag, mp. 1 of . 

Subject W-4192 — MGDZnOVTICN TO HBEELS QP BARSB OCWEBS *• 

O 

G 

O 

. 0 

C 

C. 

Nassrs . L. A. Cteene M. P . Wallnnqh W-4192 
C van Mock 6 . F . Rozzi 

Please accept t h i s neno a s oon f i s i a t i cn of ou r agreement fior END 
t o proceed wi th tie follqwing changes t o t h e svb jec t covers : 

1 . Disassesble s t e e l s fcoa p o r t s i d e v b s e l booes and 
i n s t a l l an A.S.E. washer (3" O.D. x 1-9A6" Z.D. x 
5/32" th ick) cn each s i d e of t he \ghBel t o r e t a i n 
s e a l s and bear ing . (T^dc weld wa.<d)er t o faiib of wheel.) 

2 . Disasserible vAieels from s tarboard s ide wheel bcKes, 
zencve t h e s e a l s and t a d c weld spacers i n %A)eel bore . 

TSne agreed vpcn c o n t r a c t pc ice increase fo r t h e focegoing changes 
i s $1,900.00 pe r ba rge . I h i s xneDO supercedes my msno o f Mardi 30, 
1981 by r e v i s i n g t h e n o d i f i c a t i c n t o t h e stazboaxd vAeels . 

P lease s ign t h e enclosed copy denoting your acceptance o f our 
aigreement and z e t u m xb t o ne fo r our f i l e s . 

^ ^ 4 ^ 
E . P . Bannon 
p a p 

AQCESTED lOBi DeavD Mpch l ing O o r c o r a t i o n 

ADCEPIEDBSf: •Aou^'vu U ) C > L y r ^ 

E K m : M-M-e t 

rvo 
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A p r i l / 3 , 1981 

Dcavo Obntract W-4192 
a\4enty 200' x 35' x 12' Box-Type 
Hopper Barges with Boll Top Covers 

r. 

c. 

Mr. L. E. Sutton 
President 
Dcavo Mechling GOcporaticn 
Gne Oliver Plaza 
Pittsburg, Pennsylvania 15222 

Dear Les: 

Oertain provisions of Contract W-4192 need to be amended in li^t of 
the delays in construction that we have experienced. In acoordanoe 
with our previous discussions, please be advised tiiat the Contract 
W-4192, dated August 27, 1980, is hereby amended to provide that: 
deliveries of the subject barges will comnsnoe during the week of 
April 20, 1981 and will be oonpleted fay May 8, 1981, and no pmaltias 
or danages shall be assessahle for failure to make earlier deliveries. 
Adaiticnally, Contract W-4192 is heresy further amended to escpcessly 
incorporate the fbllowing (which generally were part of our original 
understanding): (i) deliveries shall be in an initial group of 8 
barges and then in two successive groups of 6 barges eadi, (ii) we 
agree to paint your insignia and identifying numbers on each barge 
prior to delivery, (iii) until delivery as scheduled above and acceptanoe 
afloat our landing, Heville Island, title and the risk of loss on the 
laarges shall renEon with us. 

Please adcnowledge agreement to the foregoing by signing as indicated 
below. 

Very truly yours, 

DBAVO CQRPQBAnCN 
Engineering Works Division 

L. Mil ler 
Vice President - Contract Management 

ACCEPTED AMD AGREED TO: 

WKIQ VSCSUNG OOBPORATIQN 

SY t ^ \ - i ' j d M y U i \ 
L. E. Sutton 

D m i N S n i N O WORKS DIVISION DRAVO CORPOnATION NEVILLE ISLAND PITTSOUnGII. PA 1S7» 412 777-5UQO 1CLCX (KiG-l?ri 



EXHIBIT 5 to 
SECURITY AGREEMENT 

Bareboat Charter, as 
amended 
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MAR 1 8 1982 • » 13 AM 

INTERSTATE COMMERCE COMMISSION 

AMENDED AND RESTATED 

BAREBOAT CHARTER 

Dated as of March 18, 1982 

between 

THE CONNECTICUT BANK AND TRUST COMPANY, 
not in its individual capacity but solely 

as owner trustee, 
as Shipowner 

and 

DRAVO MECHLING CORPORATION, 
as Charterer 
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AMENDED AND RESTATED 
BAREBOAT CHARTER 

THIS AMENDED AND RESTATED BAREBOAT CHARTER dated as 
of March 18, 1982 between THE CONNECTICUT BANK AND TRUST COMPANY, 
not in its individual capacity but solely as owner trustee under 
the Trust Agreement (the "Shipo%mer"), dated as of April 1, 
1981, as amended, between it and New England Merchants Leasing 
Corporation B-7, and DRAVO MECHLING CORPORATION, a Delaware 
corporation, having its principal place of business at One Oliver 
Plaza, Pittsburgh, Pennsylvania 15222. 

WITNESSETH: 

WHEREAS, as provided in Section 27 hereof, the 
capitalized terms used herein which are defined in Schedule 
X to the Security Agreement dated the date hereof, between the 
Shipowner and the United States of America, Contract No. MA-
10781, or by reference therein to other agreements or instrtiments 
shall, unless otherwise defined herein, have the respective 
meanings stated in said Schedule X or such other agreements 
or instruments. 

WHEREAS, the Shipbuilder has entered into the 
Construction Contract with the Charterer providing for the 
construction of twenty box hopper barges Hull Nos. 8231 through 
8250 together in each case with its related set of roll top 
covers; 

WHEREAS, as contemplated by the Participation Agreement 
the Charterer has assigned to the Shipowner its rights under 
the Construction Contract pursuant to the Construction Contract 
Assignment and the Shipowner has purchased the Vessels; 

WHEREAS, in order to assist the financing of such 
purchase, the Shipowner proposes to issue United States 
Government Guaranteed Ship Financing Bonds piursuant to the 
Commitment to Guarantee Obligations, which Obligations will 
be secured in part the Mortgage and by the Security Agreement; 
and 

WHEREAS, the Shipowner bareboat chartered the Vessels 
to the Charterer pursuant to the Bareboat Charter, dated as 
of April 1, 1981, vAiich Bareboat Charter the Shipowner and 
Charterer desire to amend and restate as set forth herein. 

NOW, THEREFORE, the Shipowner agrees to let and demise, 
and the Charterer agrees to hire, the Vessels (or such of them 



as have been purchased by the Shipowner in accordance with the 
provisions of the Participation Agreement, the Construction 
Contract and the Construction Contract Assignment) on the 
following terms and conditions: 

Section 1. The Charter Period. The period of this 
Charter shall ccmmence on the Delivery Date of the first of 
the Vessels to be delivered to the Shipowner pursuant to the 
Participation Agreement, the Construction Contract and the 
Construction Contract Assignment and shall continue through 
and including Decanber 31, 2003. The period of this Charter 
for any particular Vessel shall ccmmence on the Delivery Date 
thereof after execution cuid delivery by the Shipowner and the 
Charterer of a Charter Supplement with respect thereto 
substantially in the form of Schedule One hereto. The Charter 
Period shall be subject to earlier termination with respect 
to one or more Vessels or Covers as provided in Sections 8(c), 
14, 17, 20 and 28 hereof, and shall be extended with respect 
to one or more Vessels: 

(a) for any period required to effect redelivery 
as described in Section 16 hereof, including completion 
of any loaded voyage in progress at midnight (New Orleans 
time) on the last day of the Charter Period (which loaded 
voyage shall be deemed to commence on tender of notice 
of readiness to load); provided, however, that for any 
extension of the Charter Period by reason of completion 
of any such loaded voyage in progress. Charterer shall 
pay hire as provided in Section 16(b) hereof; 

(b) for any period during which any Vessel shall 
be out of service for repairs or maintenance for more than 
thirty (30) consecutive days during the Charter Period; 
provided, however, that (i) the total extension of the 
Charter Period by reason of any and all such periods during 
%Aiich a Vessel shall be out of service shall not exceed 
180 days, (ii) prcxaptly after the end of any such period 
during which a Vessel shall be out of service, and also 
prior to the end of the Charter Period, the Charterer shall 
have.given the Shipowner written notice of such periods 
during v^ich the Vessel shall be out of service and the 
extent thereof, (iii) not later than the end of the Charter 
Period, the Charterer may, upon 90 days written notice 
to the Shipowner, elect not to treat any portion of or 
all such periods during which a Vessel shall be out of 
service as an extension of the Charter Period and (iv) 
for any extension of the Charter Period by reason of such 
period or periods during which a Vessel shall be out of 
service, the Charterer shall pay hire at a daily charter 
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rate equal to the Basic Charter Hire of the Vessel or 
Vessels with respect to which the Charter Period has been 
extended applicable to the Charter Hire Payment Date 
immediately preceding such extension divided by 180., or 
pro rata for periods less than a day; and 

(c) for any period for which this Charter shall 
be renewed pursuant to Section 21(a) hereof. 

Section 2. Subordination and Assignment of Charter, 
(a) Subject to the terms of Section 6.07 of Exhibit 1 to the 
Security Agreement, the Charterer agrees that this Charter is 
and shall be in sd.1 respects always subject and subordinate 
to the provisions of the Mortgage and the terms and conditions 
thereof. The Shipowner shall not, so long as no Event of Default 
has occurred and is continuing hereunder, take any action 
contrary to the Charterer's rights under this Charter, including 
without limitation the right to possession and use of any of 
the Vessels, and the right to renew this Charter under the 
renewal option hereunder, except in accordance with this Charter. 
The Charterer further agrees that, at any time and from time 
to time upon the Shipowner's request, the Charterer will execute 
and deliver such further documents and do such other acts and 
things as the Shipowner may reasonably request in order to effect 
further the p̂ jrposes of this subordination and of the rights 
herein provided. 

(b) The Charterer hereby specifically consents to 
the mortgage, pledge 2uid assignment effected or to be effected 
by the Mortgage euid the Security Agreement and to all the 
security interests contemplated thereby and by the Participation 
Agreenent. The Charterer agrees to execute and deliver any 
further consents and acknowledgements with respect to any such 
mortgage, ple-lge, assignment or security interest as the 
Shipowner or such assignee may request. The rights of the 
Secretary shall not be subject to any defense, counterclaim 
or set-off \Aiich the Charterer does or may have against the 
Shipowner. 

Section 3. Hire, (a) The Charterer will pay to 
the Shipowner, or as the Shipowner may direct, subject to the 
provisions of Section 3(1) hereof during the Charter Period, 
forty-four (44) installments of Basic Charter Hire, payable 
semi-annually in arrears, the first 22 of v^ich shall equal 
5.122930% of Shipowner's Cost for all of the Vessels and the 
remaining 22 of \Aiich shall equal 6.261353% of Shipowner's Cost 
for all of the Vessels, the first such installment being due 
on June 30, 1982 and subsequent installments thereof being due 
on each Deeenber 31 and June 30 thereafter through and including 
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If 

December 31, 2003. 

In payment of a portion of any payment of Basic Charter 
Hire then due Charterer may receive a credit in the amount of 
the principal amount of any Obligations purchased by the 
Charterer and surrendered to the Shipowner for application by 
the Shipowner in satisfaction of the mandatory sinking fund 
redemption of such Obligations occurring on such Charter Hire 
Payment Date. The maximum amount of the credit allowable on 
any Charter Hire Payment Date shall be the principal amount 
of Obligations to be redeemed on such Charter Hire Payment Date. 
In the event Charterer elects to exercise its rights hereunder 
to receive credit for Obligations purchased by the Charterer, 
Charterer shall give the Shipowner at least 60 days prior written 
notice of such election and shall deliver to the Shipowner such 
Obligations immediately upon the purchase thereof, «Aiich 
Obligations shall then be applied as a credit on the next 
following Charter Hire Payment Date and the Shipowner shall 
apply such reacquired Obligations as a credit against the 
mandatory sinking fund requirement. If the Charterer does not 
elect by the 60th day prior to a Charter Hire Payment Date to 
purchase Obligations and to receive credit for them against 
the payment of Basic Charter Hire on such Charter Hire Payment 
Date, then the Shipowner may between the .60th and the 45th day 
prior to such Charter Hire Payment Date give the Charterer 
written notice of the Shipowner's intention to purchase 
Obligations and to apply them in satisfaction of the next 
following mandatory sinking fund payment. The Charterer agrees 
to consent to any such application for purposes of Article Third 
(a) of the Indenture. Except as provided in the preceding 
sentence Shipowner shall not apply such Obligations in 
satisfaction of any mandatory sinking fund payment. 

(b) Termination Values and Stipulated Loss Values 
are set fbrth in Schedule Two hereto which is incorporated herein 
by reference. 

(c) In the event a Change occurs, the Hire Factors 
shall be adjusted in accordance with the applicable provisions 
of Section 23.of the Participation Agreement. 

(d) Each installment of Basic Charter Hire and any 
payment of Termination Value or Stipulated Loss Value made 
pursuant to Section 8(c), 14, 17, 20 or 28 hereof shall be paid 
in such funds and at such time as to be immediately available 
funds in the hands of the Person to whom such installment or 
payment is required to be made prior to 11:00 A.M. on the date 
when such installment or payment is due. Every payment of 
Supplemental Hire other than Termination Value or Stipulated 
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Loss Value required under this Charter or the Participation 
Agreement to be made by the Charterer to the Shipowner, the 
Owner Participant or the Secretary or any other payment required 
to be made by the Charterer to any other Person hereunder or 
thereunder shall be made by bank, cashier or certified check 
in Pittsburgh Clearing House funds or its equivalent. All 
payments of Hire shall be free and clear of, and without 
deduction fbr, or on account of, any and all present or future 
teuces, levies, imposts, deductions or other charges vAiatsoever 
imposed or levied by any governmental or teixing authority 
wheresoever located. In the event of any failure on the part 
of the Charterer to pay any Supplemental Hire, the Shipowner 
shall have ed.1 rights, powers and remedies provided for herein 
or at law or in equity or admiralty or otherwise in the case 
of nonpayment of Basic Charter Hire; provided that the Shipowner 
may not exercise any of such rights, powers or remedies (other 
than under Section 10, 11 or 12 of the Participation Agreement) 
without the prior written consent of the Secretary. Charterer 
also agrees to pay to the Shipowner, on demand, as Supplemental 
Hire, to the extent permitted by applicable law, interest at 
the Default Rate on any part of any installment of Basic Charter 
Hire not paid \^en due for any period for which the same shall 
be overdue and on any payment of Supplemental Charter Hire not 
paid when demanded by the Shipowner or the Secretary for the 
period from the date of any such demand until the same shall 
be paid. 

(e) On and after the date hereof, the Charterer agrees 
to pay, as Supplemental Hire, to the Shipowner by payment to 
the Secretary for the account of and on behalf of the Shipowner, 
an amount equal to the initial and each annual Guarantee Fee 
on the date specified in Section 3.02(g) of Exhibit 1 to the 
Security Agreement. If the Secretary shall at any time give 
written notice to the Shipowner that the amount of any Guarantee 
Fee should be adjusted, has been erroneously calculated or is 
siibject to increase or decrease pursuant to the Security 
Agreement, the Shipowner shall, within 5 days thereafter, give 
written notice thereof to the Charterer and the Charterer shall 
pay the Shipowner by payment to the Secretary for the account 
of and on-behalf of the Shipowner within 15 days of such notice, 
an amount equal to any additional Guarantee Fee which is payable. 
The Shipowner shcdl, within 10 days after receipt thereof, pay 
to the Charterer an amount equal to any amounts received from 
the Secretary as a refund of any Guarantee Fee. The Charterer 
shall give the Shipowner prompt written notice of all payments 
by it of cunounts equal to Guarantee Fees pursuant to this Section 
3(e). Charterer also agrees to pay as an advance against the 
next Basic Charter Hire payment to the Shipowner in immediately 
available funds prior to 11:00 A.M. on the day that Obligations 

-5-



are redeemed, as Supplemental Hire, an amount equal to the amount 
of unpaid interest accrued to the redemption date on any 
Obligations redeemed pursuant to Section 3.04 of Exhibit 1 to 
the Indenture. 

(f) From and after the Obligation Closing Date, 
Charterer agrees to pay to the Indenture Trustee and the 
Oepository on the Charter Hire Payment Date following 
presentation of their statement or statements of account (which 
shall be deemed due and payable on such Charter Hire Payment 
Date) as Supplemental Charter Hire amounts equal to the fees 
and the reasonable expenses and disbursements (including 
reasonable counsel and Investigatory fees, if any), charged 
by the Indenture Trustee under Section 7.04 of Exhibit 1 to 
the Indenture (including any amounts due on indemnification) 
and by the Depository under Section 6 of the Depository 
Agreement. 

(g) This Charter is a net bareboat charter, and no 
payments to be made by the Charterer under this Charter durlngj 
the Charter Period shall be subject to any abatement, reduction, 
adjustment, right of set-off, counterclaim, recoupment or defense 
due to any present or future claims of the Charterer against 
the Shipowner or the Owner Participant under this Charter or 
otlierwise, or against the Shipbuilder under the Construction 
Coitract, or against any other party, or fbr any other reason 
whatsoever, nor shall the Charterer be entitled to retain any 
interest in or with respect to Basic Charter Hire or any 
Supplemented. Hire which has already been paid to the Shipowner 
or to assert any right to any refund or adjustment in the event 
of termination of this Charter or otherwise. Except as herein 
otherwise provided in Sections 8, 14, 17 and 28 hereof the 
Charterer shall have no right to terminate this Charter before 
tho end of the Charter Period, or be released, relieved or 
discharged from the obligation or liability to make all payments 
due hereunder for any reason whatsoever, including, without 
being limited to, the following: any breach of any 
representation or warranty of, or any act or omission of, the 
Shipowner under this Charter or any other agreement at any time 
existing between the Shipowner and the Charterer; any deprivation 
of use of the Vessels by reaison of any act or omission of the 
Shipowner; any claims as a result of any other business dealings 
by the Shipowner, the Owner Participant, the Secretary or the 
Charterer; any reorganization, arrangement, insolvency, 
readjustment of debt, bankruptcy, dissolution or liquidation 
proceeding involving the Shipowner, the Owner Participant, the 
Secretary or the Charterer; any defect in, or deunage to, or 
loss or destruction of, any bf the Vessels from any cause; the 
requisitioning, seizure or other taking of title or use of any 
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of the Vessels by any government or governmental authority or 
otherwise whether or not by reason of any act or omission of 
the Shipowner, the Owner Participant, or the Secretary; the 
invalidity or unenforceability or lack of due authorization 
or other infirmity of this Charter; the lack of right, power 
or authority of the Shipowner to enter into this Charter; or 
for any other cause whether similar or dissimilar to the 
foregoing, any present or future law to the contrary 
notwithstanding. Compliance with this Section 3(g) by the 
Charterer shall not waive or release any claim, right or remedy 
of the Charterer against any party named herein or any other 
Person and the enforcement thereof by any means available to 
the Charterer not inconsistent with the provisions of this 
Section 3(g). 

(h) Notwithstanding anything to the contrary contained 
in this Charter, Basic Charter Hire payable hereunder on any 
Charter Hire Payment Date shall be an amount not less than the 
principal of and interest on the Obligations scheduled to become 
due on such Charter Hire Payment Date. 

(i) Notwithstanding anything in this Charter to the 
contrary, all payments required under this Charter to be made 
by the Charterer to the Shipowner which have been assigned to 
the Secretary pursuant to the Security Agreement shall be payable 
to the Depository for application pursuant to the terms of the 
Depository Agreement at the address for giving of notices set 
forth in Section 7 of the Depository Agreement or at such other 
place as the Depository shall direct in writing to the Charterer 
and the Shipowner. 

(j) The Charterer agrees to pay as Supplemental 
Charter Hire to the Shipowner (i) on the date hereof the amount 
of interest accrued on the Secured Notes as shown on the notice 
from the Shipowner to the Lender given in accordance with Section 
4.05 of the Interim Security Agreement and (ii) any addition-il 
amounts of interest owed thereon in accordance with the 
adjustment referred to in said notice. The Shipowner agrees 
to pay to the Charterer any portion of the payment referred 
to in Section 3(j)(i) which is refunded to the Shipowner by 
the Lender in accordance with such adjustment. 

Section 4. Notice of Mortgage and Charter. On and 
after the Obligation Closing Date the Charterer agrees to keep 
and maintain in its principal office a true and properly 
certified copy of the Mortgage and any supplement thereto, and 
the master of the Vessels shall retain such copy with the ship's 
papers and shall exhibit the same to any and all persons having 
business with any Vessel which might give rise to any maritime 
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lien upon any Vessel (other than the lien of the Mortgage and 
liens for Master's and Crew's wages or salvage) and to any 
representative of the Shipowner or of the Secretary, as required 
by the terms of the Mortgage and the Security Agreement. Within 
a reasonable time after the Obligation Closing Date the Charterer 
shall also place on board each of the Vessels a permanent notice 
in plain type of such size that the paragraph of reading matter 
shall cover a space not less than six inches wide by nine inches 
high, vAiich notice shall be prominently placed and affixed by 
means of a durable plate and shall read as follows: 

"NOTICE OF FLEET MORTGAGE AND CHARTER 

This Vessel is owned by The Connecticut Bank and Trust 
Company, not in its individual capacity but solely as 
trustee (the "Shipowner"), and is covered by a First 
Preferred Fleet Mortgage in favor of the United States 
of America under authority of the Ship Mortgage Act, 1920, 
as amended, and is under Bareboat Charter to Dravo Mechling 
Corporation. No person has any right to create or permit 
to be placed upon this Vessel any lien whatsoever other 
than liens fbr wages of a stevedore when employed directly 
by the Shipowner, Dravo Mechling Corporation or the master 
or agent of this Vessel and for the wages of the crew in 
respect of this Vessel under certain conditions, for general 
average, or for salvage, or certain liens subordinate to 
the Mortgage incident to current operations or for repairs." 

The Charterer shall not allow the name of any Person 
other than the Shipowner to be placed on any of the Vessels 
as a designation which might be interpreted as indicating a 
claim of ownership thereof by any Person, but fbr the purposes 
of identification the Charterer or any assignee, subcharterer 
or operator permitted undtr Section 18 hereof shall have the 
right at its expense to p-.int the Vessel in its own colors, 
to install and display it< insignia, and to fly its own house 
flag, or to utilize the colors, insignia, numbers, corporate 
logo or flag of any corporation controlling, controlled by, 
or under common control w.th. Charterer or any such other Person. 

Section 5. Disclaimer of Warranties: Claims Under 
the Construction Contract. (a) Prior to the date hereof the 
Charterer has unconditionally accepted delivery of the Vessels 
on behalf of the Shipowner and under this Charter. 

As between the Shipowner and the Charterer, acceptance 
of a Vessel by an employee or designee of the Charterer on behalf 
of the Shipowner shall be conclusive proof of the Vessel's 
compliance with all requirements of this Charter and with the 
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plans and specifications forming a part of the Construction 
Contract. NEITHER THE SHIPOWNER NOR THE OWNER PARTICIPANT SHALL 
BE DEEMED TO HAVE MADE ANY WARRANTY OR REPRESENTATION, EITHER 
EXPRESS OR IMPLIED, AS TO THE QUALITY OF THE MATERIAL, EQUIPMENT 
OR WORKMANSHIP IN THE VESSELS, OR AS TO THE MERCHANTABILITY 
OF THE VESSELS OR THE FITNESS OF THE VESSELS FOR ANY PARTICULAR 
USE OR PURPOSE OR ANY PARTICULAR TRADE OR AS TO THE DATE OF 
DELIVERY OF ANY VESSEL, it being agreed that all such risks, 
as among the Shlpovmer, the Owner Participant and the Charterer, 
are to be borne by the Charterer during the Charter Period except 
that the Shipowner represents and warrants that on the Delivery 
Date for each Vessel it has such title thereto as has been 
conveyed to it by the Shipbuilder, but subject to this Charter, 
the Trust Agreement, the Mortgage, and the rights of the 
Secretary under the Security Agreement. The Charterer's 
acceptance of delivery of a Vessel under this Charter shall 
be conclusive evidence, as between the Shipowner and the 
Charterer, that the Vessel is in all respects satisfactory to 
the Charterer and the Charterer will not assert any claim of 
any nature whatsoever against the Shipowner based on any of 
the foregoing matters other than the foregoing warranty of titJ.e 
by the Shipowner, including any claim for delay in delivery 
of the Vessel. 

(b) Nothing contained herein shall in any way diminish 
or otherwise affect any right the Charterer or the Shipowner 
may have against the Shipbuilder, and the Shipowner, at the 
Charterer's sole cost and expense, agrees to take such action 
as the Charterer may reasonably request to permit the Charterer 
to assert and enforce, from time to time, in the name of and 
for the account of the Shipowner, whatever claims and rights 
the Shipowner may have as owner of the Vessels against the 
Shipbuilder or any vendors to the Shipbuilder of material 
included in the Vessels. 

(c) So long as no Event of Default has occurred and 
is continuing, the Shipowner hereby irrevocably appoints and 
constitutes the Charterer as its agent and attorney in fact 
during the Charter Period to institute from time to time in 
the name and for the account of the Shipowner and/or the 
Charterer, as their interests may appear, at the Charterer's 
sole cost and expense, vAiatever claims and rights the Shipowner 
may have against the Shipbuilder or any of the Vessels or any 
supplier of any other equipment for use on or in connection 
with the Vessels. The Charterer will give the Shipowner timely 
notice of any action which is required to be taken or, in the 
Charterer's judgment, is advisable t:o be taken by or on behalf 
of the Shipowner in order to protect or enforce the Shipowner's 
or the Charterer's rights in respect of the Vessels under or 
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in respect of the Construction Contract (as affected by the 
Construction Contract Assignment) against the Shipbuilder. 

(d) Any sums received under this Section 5 shall 
be subject to all assignments made to the Secretary under the 
Security Agreement or shall, if so directed by the Secretary, 
be used to redeem Obligations iinder Section 3.04 of the 
Indenture. 

Section 6. Title to and Use of the Vessels; 
Documentation of the Vessels; No Liens. Ta] The Shipowner 
retains full legal title to the Vessels notwithstanding their 
delivery to and possession and use by the Charterer hereunder, 
and Charterer obtains no rights in the Vessels other than those 
set forth herein. The Shipowner hereby agrees, for the benefit 
of the Secretary, that no person shall have the right, power 
or authority to create, incur or permit to be placed or imposed 
upon the Vessels any liens \^atsoever other than the Mortgage, 
the Charter, and liens permitted by the Mortgage and the Security 
Agreement. So long as no Event of Default shall have occurred^ 
and be continuing. Charterer shall have exclusive possession, -
control and use of the Vessels during the Charter Period and 
the Charterer shall man, victual, navigate, operate, supply, 
fuel, maintain and repair (subject to this Charter) the Vessels 
at its own expense or by its own procurement throughout the 
Charter Period. The Shipowner hereby covenants that if, and 
so long as, no Event of Default shall have occurrcid and be 
continuing the Charterer shall have all the rights of possession, 
use and quiet enjoyment of the Vessels chartered hereunder 
without hindrance or molestation by the Shipowner or any other 
person claiming the same by, through or under the Shipowner 
as a result of acts or omissions of the Shipowner; provided, 
however, that neither the Shipowner nor the Owner Participant 
shall have any responsibility for the acts of the Secretary 
(including, without limitation, any acts of the Secretary in 
accordance with the provisions of Section 6.01(b)(6), 6.04 and 
6.07 of Exhibit I to the Security Agreenent) and the Charterer 
hereby waives any remedies it may have at law or in equity 
against the Shipowner or the Owner Participant as a result of 
any.such acts of the Secretary. During the Charter Period, 
the possession, use, operation and maintenance of the Vessels 
shall be at the sole risk, cost and expense of the Charterer. 

(b) At or before the time of delivery of each Vessel 
to Charterer hereunder on the applicable Delivery Date, the 
Charterer shall, at the Charterer's expense, cause such Vessel 
to be documented in the name of the Shipowner under the laws 
and flag of the United States. The Charterer agrees to maintain 
throughout the Charter Period the documentation of the Vessels 
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in the Shipowner's name under the laws and flag of the United 
States. The Shipowner will, upon the request of the Charterer, 
execute such documents and furnish such information as the 
Charterer may reasonably require to enable the Charterer to 
maintain such documentation. 

(c) The Charterer shall, without extra cost, have 
the use of such equipment, outfit, appliances, tools, spare 
and replacement parts, non-consumable stores, etc., as shall 
be provided for the Vessels by the Shipowner or the Shipbuilder 
under the Construction Contract or other contracts. The same 
or any replacements thereof from time to time made by Charterer 
shall be returned to the Shipowner on redelivery of the Vessels 
in the same good order and condition as received, ordinairy wear 
and tear and ordinary depreciation excepted. The Charterer 
shall provide such additional equipment, outfit, appliances, 
tools, spare and replacenent parts, non-consumable stores, etc., 
as shall not be provided by the Shipowner or the Shipbuilder 
under the Construction Contract or other contracts and as shall 
be required for operation of the Vessels. Such equipment, etĉ ., 
shall renain the property of the Charterer and the Charterer 
shall renove the same at its expense at or before redelivery 
of the Vessels. Leased equipment may be placed on board the 
Vessels by the Charterer, but all such leased equipment shall 
be removed at its own expense by the Charterer prior to 
redelivery. 

(d) The Charterer shall not directly or indirectly 
create, incur, assume or suffer to exist any Liens on or with 
respect to any of the Vessels, or any part thereof, title thereto 
or any interest therein, and agrees to warrant and defend the 
title to and possession of the Vessels and every part thereof 
against all Liens, in each case except (i) Shipowner's Liens 
or Owner Participant's Liens and (ii) Liens permitted by Section 
2.04(a)(1) of the Security Agreement. Charterer will promptly, 
at its own expense, take such action as may be necessary duly 
to discharge or eliminate or bond any Lien not excepted above 
if the same shall arise at any time. Except for any Liens 
expressly perm.itted by this Section 6(d), the Charterer will 
notify the Shipowner, the Owner Participant and the Secretary 
of any Lien that shall attach to any Vessel, or part thereof, 
or interest therein, within ten days of the Charterer's learning 
of such attachment, together with full particulars thereof, 
and will promptly cause the same to be discharged. 

(e) The Charterer will not knowingly charter any 
of the Vessels to, or knowingly permit any of the Vessels to 
serve under any contract with, a person included within the 
definition of "designated foreign country" or "national" of 
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a "designated foreign country" in the Foreign Assets Control 
Regulations or Cuban Assets Control Regulations of the United 
States Treasury Department, 31 C.F.R., Chapter V, as now or 
hereafter amended, within the meaning of said Regulations or 
of any regulation, interpretation or ruling issued thereunder, 
nor will it charter or otherwise permit any of the Vessels to 
be used in any fashion which will subject the Vessels to 
forfeiture under the laws of the United States. The Charterer 
will not remove the Vessels beyond the limits of the United 
States, abandon any Vessel in any foreign port or carry any 
cargo that will expose any Vessel to penalty, forfeiture or 
capture. 

(f) The Charterer represents and warrants that it 
was duly organized and is now existing as a corporation under 
the laws of the State of Delaware, that it shall maintain its 
corporate existence, that it is a citizen of the United States 
within the meaning of Section 2 of the Shipping Act, 1916, as 
amended, and shall remain such a citizen, qualified for the 
purpose of operation of the Vessels in the trade or trades in 
which Charterer proposes to operate the Vessels and qualified -
for operation in any other trades in which the Vessels are 
operated from time to time and that in the event the Charterer 
shall cease to be such a citizen, or shall cease to be so 
qualified, the Charterer shall notify the Shipowner and the 
Secretary thereof as soon as it obtains knowledge of such fact 
and that within 30 days after the date of each annual meeting 
of its stockholders (or any written consent in lieu thereof), 
the Charterer shall submit to the Shipowner and to the Secretary 
such supplemental proof of citizenship as the Secretary may 
deem appropriate to establish that it remains such a citizen 
of the United States and is qualified as provided in this 
sentence. 

Section 7. Maintenance, Certification, Repairs, 
(a) During the Charter Period the Charterer at its expense 
shall at all times maintain and preserve the Vessels in at least 
as good a condition as on the Delivery Date and in good running 
order and repair, in accordance with good commercial maintenance 
practices in all respects similar or superior to those practices 
which the Charterer currently undertakes to preserve and maintain 
other vessels of similar size, design and class within its barge 
fleet, in each case except for ordinary wear and tear as provided 
in Section 16(a) hereof, so that the Vessels shall be, in so 
far as due diligence can make them so, tight, staunch, strong 
and well and sufficiently tackled, apparelled, furnished, 
equipped and in every respect seaworthy and in good oparating 
condition. 
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(b) The Vessels shall be repaired, overhauled, dry-
docked, cleanied and painted by the Charterer at its expense 
whenever necessary to maintain euid preserve the Vessels in 
accordance with Section 7(a) hereof. 

(c) The Shipowner and the Secretary (or any Person 
or Persons designated by the Shipowner or the Secretary) shall 
have the right but not the obligation, on reasonable notice, 
to inspect the Vessels, their cargo and papers in a reasonable 
manner and at reasonable times in order to ascertain whether 
the Vessels are being repaired and maintained. The Charterer 
shall also permit the Shipowner and the Secretary (or any Person 
or Persons designated by the Shipowner or the Secretary) to 
inspect the Charterer's books, records and accounts with respect 
to any Vessel, v^enever requested on reasonable notice, and 
shall at its expense furnish the Shipowner and the Secretary 
with full information regarding any casualty or other accident 
or damage to a Vessel if the potential liability exceeds 
$1,000,000 or cost of repair arising from such casualty, accident 
or deunage exceeds $50,000 with respect to a Vessel; provided ; 
that if a Security Default has occurred and is continuing the -
Charterer shed.1 give such information regarding any potential 
liability to the Secretary; provided fiurther that unless such 
Security Default was caused by a failure of the Charterer to 
perform its obligations hereunder the obligation in the preceding 
proviso shall apply only to Security Defaults of vdiich the 
Charterer has actual knowledge. 

(d) The Charterer shall perform or cause to be 
performed at least once each five years with respect to each 
of the Vessels, and at any other time required by the Secretary, 
such surveys and inspections or take such other actions as are 
necessary to prove or establish that the Vessels have been 
maintained in accordance with the requirements of Section 7(a) 
hereof; such survey and inspection will be performed by a marine 
surveyor satisfactory to the Shipowner and the Secretary. The 
Charterer shall furnish two copies of the report of such marine 
surveyor to the Shipowner and the Secretary within 15 days of 
such survey and inspection. In addition the Charterer shall 
provide annually to the Secretary, the Owner Participant and 
the Shipowner a certificate stating that the Vessels have been 
maintained in accordance with the requirements of this Section 
7. 

Section 8. Charterer's Changes and Equipment. (a) 
Except as otherwise specifically permitted hereby, the Charterer 
shall make no structural changes in any of the Vessels that 
would result in a violation of Section 7 hereof or Section 
2.04(h) of the Security Agreement without, in each instance. 
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first securing written approval of the Shipowner and the 
Secretary. Subject to this Section 8, Charterer shall have 
the right to install any pumps, gear or equifxnent it may require 
in addition to that on board the Vessels on the applicable 
Delivery Date, provided that such installations are accomplished 
at the Charterer's expense and risk and provided further that 
such installation shall be readily renovable without causing 
material damage to such Vessels. Pumps, gear or equipment so 
installed shall remain the property of the Charterer and the 
Charterer shed.1 remove the same at the expense of the Charterer 
prior to the redelivery of the Vessels. 

(b) In addition, subject to the first sentence of 
Section 8(a) hereof, the Charterer at its own expense may from 
time to time make such alterations to the Vessels of a permanent, 
structural nature as the Charterer may deem desirable in the 
proper conduct of its business; provided, however, that (i) 
no such alteration shall diminish the value, utility, capacity 
or operating condition of any Vessel below the value, utility, 
capacity and operating condition thereof immediately prior to 
such alteration assimiing such Vessel was then in the condition-
required to be maintained by the terms of this Charter and (ii) 
all such ed.terations are readily removable from such Vessel 
without diminishing or impairing the value, utility, capacity 
or operating condition which such Vessel would have had at such 
time had such alterations not been made assuming such Vessel 
was then in the condition required to be maintained by the terms 
of this Charter and are capable of being so removed without 
causing material deunage thereto, or, if not capable of being 
so renoved, represent a nonseverable improvement ("Nonseverable 
Improvement") which both satisfies the conditions of Section 
4(4).03(B) of Rev. Proc. 75-21 ("Rev. Proc. 75-21"), 1975-1 
C.B. 715, as amended by Rev. Proc. 79-48 ("Rev. Proc. 79-48"), 
1979-2 C.B. 529, and is described in subparagraph (i) or (11) 
of Section 4(4).03(C) of Rev. Proc. 75-21. Alterations shall 
be considered readily removable without material damage to a 
Vessel if (i) they can be removed in good and workmanlike manner 
with reasonable dispatch and (ii) after such renoval the 
condition of the Vessel can be restored in all material respects 
to the same value, utility, capacity and operating condition 
which such Vessel would have had at such time had such 
alterations not been made assuming such Vessels were then in 
the condition required to be maintained by the terms of this 
Charter. All ed.terations made pursuant to this Section 8 shall 
be completed in a good and workmanlike manner and with reasonable 
dispatch. Title to all parts added to a Vessel as a result 
of any alteration constituting or installed in a Nonseverable 
Improvement shall, without: further act, vest in the Shipowner 
free and clear of all liens, encumbrances and rights of others 

-14-



except those permitted hereunder, become subject to this Charter 
and subject to the first mortgage and security interest of the 
Mortgage and the Security Agreement. Title to all such parts 
not constituting or installed in a Nonseverable Improvement 
shall remain in the Charterer or such other owner as may have 
provided the same to the Charterer, may be removed from the 
Vessel by the Charterer or such other owner at any time, provided 
that such renoval does not damage the Vessel (or any such deunage 
is promptly repaired in good and workmanlike manner) and the 
Vessel after such removal is restored to the value, utility, 
capacity and operating condition which such Vessel would have 
had at such time had such alterations not been made assuming 
such Vessel was then in the condition required to be maintained 
by the terms of this Charter, and shall not constitute a part 
of the Vessel for any pvurposes hereof. In the event that 
Charterer has not elected to exercise its renewal rights in 
accordance with Section 21 hereof, then, as of the end of the 
Charter Period, the Shipowner shall have the right to purchase, 
any part described in the preceding sentence which is owned 
by the Charterer at the end of the Charter Period for the fair-
market sales value thereof, as determined by agreenent of the 
Charterer and the Shipowner or in the absence of such agreement 
by the Appraisal Procedure; provided that the Shipowner has 
given the Charterer notice of xts election to purchase such 
part not less than six months before the expiration of the 
Charter Period. Any such part which the Shipowner has not so 
elected to purchase shall be removed from the Vessel by the 
Charterer prior to the expiration of the Charter Period in a 
good and workmanlike manner so as not to cause any material 
damage to the Vessel and so that the Vessel is restored to the 
value, utility, capacity and operating condition which such 
Vessel would have had at such time had such part not been added 
assuming such Vessel was then in the condition required to be 
maintained by the terms of this Charter. 

(c) Provided no Event of Default has occurred or 
is continuing, in the event the Charterer in its judgment, as 
evidenced by a resolution of its Board of Directors, shall 
determine that any one or more Covers are obsolete or surplus 
for the Charterer or not suitable for further use by the 
Charterer, the Charterer may alter the related Vessel or Vessels 
by removing such Cover or Covers and arranging for the sale 
.(subject to the consent of the Secretary) of such Cover or Covers 
for cash on behedLf of the Shipowner (but at the Charterer's 
sole expense) to the highest bidder (which may not be the 
Charterer or any of its Affiliates) on any Charter Hire Payment 
Date on or after March 18, 1992. The Charterer shall give the 
Shipowner and the Secretary written notice of such intended 
sale at least 20 days prior to the solicitation of bids therefor 

-15-



'1 

and at least 60 days prior to the proposed date of sale. Upon 
receipt of such notice the Shipowner agrees promptly to take 
such action as shall from time to time be reasonably requested 
by the Charterer to obtain the written consent of the Secretary 
required for a sale of the Covers pursuant to Section 8.01 of 
Exhibit 1 to the Indenture and Sections 2.04(b) and 9.01 of 
Exhibit 1 to the Security Agreement. Upon receipt of such 
consent the Shipowner agrees promptly to send to the Indenture 
Trustee the Request and Officer's Certificate contemplated by 
Article Third (c) of the Indenture for a redemption of the 
Proportionate Part of the Obligations and to so redeem such 
Obligations. 

On the date of such sale the Shipowner shall sell such 
Cover for cash to the highest bidder without recourse or warranty 
of any kind provided that such Cover shall be free fron any 
Shipowner's Lien or Owner Participant's Lien. Upon such sale 
of a Cover, the Shipowner's Cost of the related Vessel shall 
be reduced by the amount set forth in the Charter Supplement 
for such Vessel under the caption "Shipowner's Cost of Covers" 
and the Charterer shall pay to the Shipowner on the Charter 
Hire Payment Date on which such sale occurs (in addition to 
any other Hire then due and payable) the excess, if any, of 
the Termination Value for such Cover (computed as of such Date) 
over the sales price therefor less any reasonable expenses 
incurred by the Shipowner in connection with such sale. Any 
excess of such sales price over such Termination Value shall 
be paid to or retained by the Shipowner. 

Section 9. Insurance, (a) The Charterer shall, 
without cost to the Shipowner, keep the Vessels insured against 
such risks and in such fbrm (including, without limitation, 
the form of the loss payable clause and the designation of named 
assvureds in addition to the Shipowner) as the Secretary may 
specify under the provisions of the Security Agreement, provided 
that the amount of hull emd machinery insurance as to each Vessel 
(plus any permitted deductible) shall in no event be less than 
the greater of the full commercial market value of any Vessel 
as determined by the Secretary or the applicable Stipulated 
Loss Value of such Vessel. All policies for such insurance 
so taken out shall provide that (1) there shall be no recourse 
against the Shipowner or the Owner Participant or the Secretary 
for the payment of premiums, club calls or commissions, (2) 
if such policies provide for the payment of assessments, 
advances, or deductibles there shall be no recourse against 
the Shipowner or the Owner Participant or the Secretary for 
the payment thereof, (3) at least thirty (30) days' prior notice 
shall be given to the Shipowner and the Secretary by the 
underwriters in the event of any actual or proposed cancellation 
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or reduction of coverage, (4) the insurer shall not seek 
contribution from any insurance carried by the Secretary, the 
Shipowner or the Owner Participant, (5) the insurer waives 
subrogation against the Charterer and (6) there shall be breach 
of warranty coverage for the benefit of the insureds other than 
the Charterer. 

(b) So long as there shall not have occurred and 
be continuing an Event of Default (and the underwriters may, 
for piurposes of this Section 9, rely on a certificate of an 
officer of the Charterer as to the existence of an Event of 
Default) and subject to the provisions of the Security Agreement, 
(i) any loss imder any insurance on a Vessel with respect to 
protection and indemnity risks may be paid directly to the 
Charterer to reimburse it for any loss, damage or expense paid 
by it and covered by such insurance or to the Person to whom 
any liability covered by such insurance has been insured and 
(ii) in the case of any loss (other than a loss covered by clause 
(i) of this Section 9(b) or by Section 9(c) hereof) under any 
insurance with respect to a Vessel involving any damage to the 
Vessel, the underwriters may pay directly for the repair, salvage 
or other charges involved or, if the Charterer shall have first 
fully repaired the damage or paid all of the salvage or other 
charges, may pay the Charterer .as reimbursement therefor. 

(c) Subject 1:o the provisions of the Security 
Agreement, all payments of insurance proceeds received on account 
of an Event of Loss with respect to a Vessel or a Cover shall 
be paid to the Shipowner up to em amount equal to the Stipulated 
Loss V^lue applicable to such Vessel in accordance with the 
provisions of Section 14 hereof, and the balance, if any, shall 
be paid to the Charterer or to whomsoever may be entitled 
thereto. 

(d) The Charterer shall carry such workmen's 
ccmpensation or longshoremen's and harborworkers' compensation 
insurance as shall be required by applicable law. 

(e) The Charterer shall if requested deliver to the 
Secretary and the Shipowner a certified true copy of all policies 
evidencing insurance maintained under this Charter; provided 
that original policies shall be made available fbr inspection 
to the Secretary or the Shipowner promptly upon written request. 
On the first Obligation Closing Date and annually thereafter 
and at such other times as the Shipowner or the Secretary may 
reasonably request, the Charterer shall furnish to the Shipowner 
and to the Secretary a detailed certificate or opinion (signed 
by a firm of marine insurance brokers selected by the Charterer 
and approved by the Shipowner) as to the insurance maintained 
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by the Charterer pursuant tjo this Section 9, specifying and 
stating, in effect, that such insurance complies in edl respects 
with the applicable requirements of this Section 9. 

(f) Nothing in this Section shall limit any additional 
insurance.coverage which the United States may require pursuant 
to any other contract or agreement to which the United States 
and the Charterer are parties. 

(g) The Charterer will not do any act, nor suffer 
any act to be done, \Aereby any insurance coverage of or for 
the benefit of the Secretary, the Shipowner or the Owner 
Participant required hereunder shall or may be suspended, 
impaired or defeated. 

(h) All policies of insurance procured and kept in 
force hereunder by the Charterer shall insure against and cover 
all of the risks required to be insured and covered with respect 
to the Vessels or the operation thereof by the Shipowner under 
the provisions of the Security Agreement and of the Mortgage 
and shall comply with the requirements of the Security Agreement 
and the Mortgage as to amounts, underwriters, and loss payable 
provisions, and in all other respects shall be such as to 
constitute full compliance with the provisions hereof and with 
the obligations of the Shipowner under the Security Agreement 
and the Mortgage. Without limiting the generality of the 
foregoing. Section 2.07 of Exhibit 1 to the Security Agreenent 
is incorporated herein by reference and shall form a part hereof 
as if such provisions were fully set forth herein. In the event 
of a conflict between the requirements of the Security Agreement 
and this Section 9, the requirements of the Security Agreement 
will prevail. 

Section 10. Statutory Benefits. This Charter is 
not a personal contract. The Shipowner shall have the benefit 
of all limitations of and exemptions from liability accruing 
to owners of Vessels by any statute or rule of law .i!or the time 
being in fbrce, and Charterer shall have the benefit of all 
limitations of and exemptions from liability accruing to owners 
or charterers of vessels by any statute or rule of law for the 
time being in force; provided, however, that such limitations 
of and exemptions, from liability shall not in any way affect 
the obligations of the Charterer to the Shipowner and the 
Secretary under this Charter or otherwise. 

Section 11. Compliance with Laws. The Charterer 
hereby covenants that: (i) the Charterer shall comply with 
all applicable laws, regulations, requirements and rules, 
domestic and foreign, with respect to the registration. 
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licensing, use, maintenance and operation of the Vessels (unless 
otherwise required by any military authority of the United States 
and except during any period vî en (1) the use or title of the 
Vessel has been taken, requisitioned or chartered by any 
government or governmental body, (2) there has been an Event 
of Loss with respect to any Vessel, or (3) there has been any 
other loss with respect to any Vessel and the Charterer shall 
not have had a reasonable time to repair the same) including, 
without limitation, all applicable laws, rules and regulations 
administered by the United States Coast Guard, the Bureau of 
Customs, the Treasury Department, the Federal Communications 
Commission, the Environmental Protection Agency, the Public 
Health Service, the Department of Transportation and their 
successors, except to the extent that, with the prior written 
consent of the Shipowner and the Secretary (which consent shall 
not be unreasonably withheld), such requirements shall then 
be contested in good faith by the Charterer; (ii) the Charterer 
shall keep in its offices, as and vAien required thereby, valid 
certificates showing compliance therewith; and (iii) the 
Charterer will make any changes or additions to the Vessels 
required by any applicable laws or applicable rules or 
regulations thereunder. Where such compliance requires the 
execution and delivery by the Shipowner of any instruments or 
the taking of any other action by the Shipowner, the Charterer 
will in a timely manner prepare euid submit to the Shipowner 
such instruments emd specify in writing to the Shipowner the 
action by it so rtsquired. 

Section 12. Concerning Shipowner. All of the 
statements, representations, covenants and agreements made by 
The Connecticut Bank and Trust Company (or any entity acting 
as successor trustee) in its capacity as trustee under the Trust 
Agreement or in its individual capacity, or made by any officer 
of The Connecticut Bank and Trust Company (or any entity acting 
as successor tirustee), and contained in this Charter or the 
documents delivered with respect thereto and all documents 
constituting part of the Security while in form pvurporting to 
be made by The Connecticut Bank and Trust Company (or any entity 
acting as successor trustee) in its capacity as trustee under 
the Trust-Agreement or in its individual capacity or made by 
such officer, are, except to the extent expressly provided below 
in this Section 12, nonetheless made and intended only for the 
pvurpose of binding the Trust Estate and establishing the 
existence of rights and remedies provided for in this Charter, 
and such other documents which can be exercised and enforced 
against the Trust Estate. Therefore, anything contained in 
any of the aforesaid documents to the contrary notwithstanding, 
no recourse shall be had for the payment of any amounts due 
under this Charter or shall be had for any claim based on any 
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provision of any of the documents referred to in the preceding 
sentence hereof, against The Connecticut Bank and Trust Company 
(or any entity acting as successor trustee) in its capacity 
as trustee under the Trust Agreement or in its individual 
capacity, and The Connecticut Bank and Trust Company (or any 
such entity acting as such successor trustee) shall not have 
any personal obligation, liability or duty \Aiatsoever to the 
Charterer or any other Person for or with respect to any such 
payment, the performance of or compliance with any statement, 
representation, covenant or agreement made in any such document 
except personeil liability for its own gross negligence or willful 
misconduct and personal liability for breach of the Bank's 
convenants in Section 17 or representations in Section 6 of 
the Participation Agreement. Nothing contained in this Section 
12 shall be construed to limit the exercise and enforcement, 
in accordance with the terms of this Charter and the other 
documents constituting part of the Security, of the rights and 
renedies of the Charterer against the Security. 

Section 13. Additional Covenants of the Charterer. 
During the Charter Period and so long as any amounts are due 
from the Charterer under this Charter: 

(a) The Charterer will deliver to the Shipowner, 
the Owner Participant and the Secretary, in duplicate: 

(i) as soon as available, and in any event within 
105 days after the end of each fiscal year of the 
Charterer, a consolidated balance sheet of the 
Charterer as of the end of such fiscal year and the 
related consolidated statements of income and retained 
earnings for such fiscal year, certified by independent 
public accountants of nationally recognized standing 
selected by the Charterer, all in reasonable detail 
and setting forth in comparative form the corresponding 
figures for the preceding fiscal year; 

(ii) as soon as available, and in any event 
within 90 days after the end of the semi-annual 
. accounting period in each fiscal year of the Charterer, 
a consolidated balance sheet of the Charterer as of 
the end of such period and the related consolidated 
statements of income and retained earnings for such 
period, all in reasonable detail and setting forth 
in comparative form the corresponding figures fbr 
the comparable period of the preceding fiscal year; 
and 

(iii) such other financial information relating 
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to the affairs of the Charterer as the Shipowner, 
the Owner Participant or the Secretary may reasonably 
request. 

All such financial statements shall fairly present the 
financial condition and results of operations of the 
Charterer and any consolidated subsidiaries at the dates 
and for the periods specified therein and shall be prepared 
in accordance with generally accepted accounting principles 
consistently applied throughout the periods covered thereby, 
except for immaterial changes and except for any material 
change in accounting principles specified in the related 
notes or in the accompanying certificate. 

(b) The Secretary and the Shipowner (or any 
Person or Persons designated by the Shipo%mer or the 
Secretary) shall have the right to discuss the affairs, 
finances and accounts of Charterer relative to the Vessels 
with the officers thereof, all at such reasonable times 
and as often as the Secretary or the Shipowner may desire-, 
subject to such constraints regarding confidentiality as -
the Charterer may reasonably require. 

(c) Average adjusters shall be appointed by 
the Charterer from a list of adjusters satisfactory to 
the Shipowner. General and particular average losses shall 
be adjusted according to the laws and usages at the port 
or place in the United States selected by the Charterer. 
The Charterer agrees to assist the adjuster in preparing 
the average statement and to take all other possible 
measures to protect the interests of the Vessels and the 
Shipowner. 

(d) The Charterer will comply with all the terms 
and conditions of the Commitment to Guarantee Obligations. 

(e) The Charterer will not at any time during 
the term of the Charter use, fail to use or permit or suffer 
to be used any Vessel in such way as to disqualify it as 
"Section 38 property" within the meaning of Section 48(a) 
of said Code. 

(f) To the extent permissible, the Charterer 
will prepare and file in timely fashion or, vAiere the 
Shipowner is required to file, prepare and deliver (or 
cause to be prepared and delivered) to the Shipowner within 
a reasonable time prior to the date for filing any reports, 
certificates, applications, licenses, notices, consents, 
bonds, agreements, requests,- orders or any other instruments 
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or documents with respect to the Vessels, this Charter 
or any of the transactions contemplated hereby vAiich are 
required by any federal, state or other governmental or 
regulatory authority. The Shipowner will take, at 
Charterer's cost, reasonable steps to furnish to the 
Charterer such information relating thereto as the Charterer 
may reasonably request and otherwise cooperate with the 
Charterer in connection therewith. The Charterer will 
take, at Charterer's cost, reasonable steps to furnish 
to the Shipowner such information relating to the 
Shipowner's teuc reports and retxirns as the Shipowner may 
reasonably request and otherwise cooperate with the 
Shipowner in connection therewith. Nothing in this Section 
13(f) shall require disclosure to any Person of trade 
secrets or information the disclosure of which is prohibited 
by law. 

(g) The Charterer shall comply with the 
provisions of Section 12 or 13, vAiichever is applicable 
pursuant to the terms thereof, of Exhibit 1 to the 
Restricted Title XI Reserve Fund and Financial Agreenent 
or the Title XI Reserve Fund and Financial Agreenent 
referred to in the Security Agreement. 

(h) The Charterer and the Shipowner hereby agree 
to indemnify the Secretary to the same extent as if the 
S(!Cretary were named as an Indemnitee under Sections 10 
and 12 and under Section 17, respectively, of the 
Participation Agreement. 

Section 14. Loss, Destruction, Requisition, Etc. 

(a) Upon the occurrence of an Event of Loss with 
respect to a Vessel, the Charterer shall forthwith (and in any 
event within fifteen days after such occurrence) give the 
Shipowner euid the Secretary written notice of such Event of 
Loss specifying a date not niore than 75 days after the date 
of the occurrence of the Event of Loss, and not less than 50 
days after the date such notice is given by the Charterer, on 
which the Charterer will make the payment specified in the 
following paragraph (which date is herein called the "Loss 
Payment Date"). Promptly after receipt of such notice, the 
Shipowner shall (i) give to the Indenture Trustee written 
instructions to redeem Outstanding Obligations on the Loss 
Payment Date pursuant to Section 3.05 of Exhibit 1 to the 
Indenture and (11) take such actions as shall from time to time 
be reasonably requested by the Charterer to cause the Secretary 
to give to the Indenture Trustee the written instructions to 
so redeem Outstanding Obligations as contemplated by said Section 
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3.05. The Charterer shall continue to pay Basic Charter Hire 
when due on any Charter Hire Payment Date occurring during the 
period from and including the occurrence of the event giving 
rise to the Event of Loss to and including the Loss Payment 
Date. 

The Charterer shall pay to the Shipowner on the Loss 
Payment Date an amount equal to the sum of (a) the Stipulated 
Loss Value fbr such Vessel determined as of the Charter Hire 
Payment Date on or immediately preceding the Loss Payment Date, 
plus (b) interest, at the rate of interest on the Obligations, 
on the amount specified in clause (a) of this paragraph fbr 
the period from such Charter Hire Payment Date to and including 
the Loss Payment Date plus (c) all other Hire (including, without 
limitation, Basic Charter Hire due through the Charter Hire 
Payment Date on or immediately preceding the Loss Payment Date) 
due on or prior to the Loss Payment Date. In the event of 
payment in full of such Stipulated Loss value and all other 
Hire then due hereunder, the obligation of the Charterer to 
pay Basic Charter Hire hereunder with respect to such Vessel 
after such Loss Payment Date shall terminate, provided that 
the Charterer shall remain liable for all payments of Hire for 
such Vessel due on or before the date of such payment of 
Stipulated Loss Value. 

(b) [Omitted.] 

(c) Subject to Section 2.09 of Exhibit 1 to the 
Security Agreement, payments received at any time by the 
Shipowner or by the Charterer from any governmental authority 
or other Person with respect to an Event of Loss or Cover 
Casualty resulting from the condemnation, confiscation, theft 
or seizure of, or requistion of title to or use of a Vessel 
or a Cover will be applied to reimburse the Shipowner for costs 
and expenses incurred in connection therewith and then to pay 
the Shipowner so much of such payments remaining as shall not 
exceed the Stipulated Loss Value required to be paid by the 
Charterer in connection therewith in reduction of the Charterer's 
obligation to pay such Stipulated Loss Value, if not already 
paid by the Charterer, or, if already paid by the Charterer, 
shall be applied to reimburse the Charterer for its payment 
of such Stipulated Loss Value, or, if such payments are in 
respect of a Cover which has been replaced by the Charterer 
pursuant to the first paragraph of Section 28 hereof, shall 
be applied to reimburse the Charterer for its costs of 
replacenent, and the balance, if any, of such payments remaining 
thereafter will be paid over to, or retained by, the Shipowner. 

(d) In the event of the requisition for use by the 

-23-



United States or any instrumentality or agency thereof (for 
purposes of this Section 14(d) called the "Government") or by 
any other governmental authority of a Vessel, the Charterer 
shall promptly notify the Shipowner and the Secretary of such 
requisition, and eU.1 of the Charterer's obligations under this 
Charter with respect to said Vessel shall continue to the same 
extent as if such requisition had not occurred; provided that 
if such requisition is by such other governmental authority 
and is for a period in excess of 180 days or is by the Government 
or such other governmental authority and continues beyond the 
termination of the Charter Period an Event of Loss shall be 
deemed to occur on the 181st day after such requisition or on 
the last day of the Charter Period, as the case may be. All 
payments received by the Shipowner or the Charterer from the 
Government for the use of said Vessel shall be paid over to, 
or retained by, the Charterer. Notwithstanding the preceding 
sentence, if a requisition of use results in an Event of Loss, 
such payments shall be disbursed as provided in Section 14(c) 
hereof. 

(e) Any amount referred to in Section 14(c) or 14(d) 
hereof \Aiich is payable to the Charterer, shall not be paid 
to the Charterer if at the time of such payment an Event of 
Default shall have occurred and be continuing, but shall be 
held by the Shipowner for the account of the Charterer in a 
segregated interest-bearing account with a banking institution 
selected by the Shipowner without any duty to maximize the return 
thereon and, if the Shipowner declares this Charter to be in 
default pursuant to Section 19 hereof, such amount shall be 
applied (together with any such interest) against the Charterer's 
obligations hereunder as and when due. At such time as there 
shall not be continuing any such Event of Default such amount 
shall be paid to the Charterer to the extent not previously 
applied in accordance with the preceding sentence. 

Section 15. Mortgage and Security Agreement. The 
Charterer agrees that it will not take any action under this 
Charter or otherwise which would violate, or cause the Shipowner 
to violate, any of the provisions of the Mortgage or the Security 
Agreement and will request that the Shipowner effect any actions 
which, in the opinion of the Charterer, are necessary in order 
to establish and maintain the Mortgage as a preferred mortgage 
under the Ship Mortgage Act, 1920, as amended. The Shipowner 
'agrees to effect the reasonable actions so requested and may 
rely on an opinion of counsel for the Charterer in so doing. 
The Charterer further agrees to perform all of the covenants 
of the Shipowner set forth in the Mortgage or the Security 
Agreenent to the extent such covenants are by their nature 
capable of being performed by the Charterer. Upon request of 
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the Charterer the Shipowner agrees to take all reasonable steps 
to release from the liens of the Security Agreenent and the 
Mortgage any Vessel or Cover renoved fran this Charter pursuant 
to Section 8, 14, 17, or 28 hereof. 

Section 16. Redelivery, (a) Except to the extent 
that the Charterer has been relieved of the obligation by the 
occurrence of an Event of Loss or the provisions of Section 
17 hereof with respect to one or more of the Vessels, the 
Charterer at its own expense shall redeliver (with 30 days 
written notice of the time of redelivery) each of the Vessels 
to the Shipowner at the expiration of the Charter Period and 
the extension period, if any, provided for in this Section 16, 
at such port or ports on the Mississippi River in the New Orleans 
or Baton Rouge area as the Shipowner may designate not less 
than 30 days prior to the expiration of the Charter Period or 
extension period, as the case may be, or in the absence of such 
designation as the Charterer may elect, in such good order and. 
condition as \Aien delivered hereunder and in the condition 
required by Section 7(a) hereof except for depreciation and 
ordinary wear and tear as might reasonably be expected for 
vessels of similar age, class, and design engaging in operations 
normal to the Charterer's industry. Corrosive wear resulting 
from and directly attributable to the transportation of corrosive 
material, as defined in 49 C.F.R. §173.240 and itenized in 49 
C.F.R. §172.101 (as said regulations may be amended from time 
to time) shall not be considered ordinary wear and tear for 
purposes of the preceding sentence and Section 7(a) hereof 
(although this provision shall not prohibit the Charterer from 
using the Vessel to carry corrosive materials). The Vessels 
shall be redelivered charter free, cargo free, with no 
unfulfilled requirements of any governmental agency or department 
having jurisdiction in the premises, and free and clear of all 
Liens, except for any Shipowner's Liens or Owner Participant's 
Liens. 

(b) This Charter shall be extended, at a daily charter 
hire rate equal to the quotient of (1) the amount of Basic 
Charter Hire of the Vessel or Vessels not redelivered and due 
for the period ending on the preceding Charter Hire Payment 
Date divided by (ii) 180, or pro rata for periods less than 
a day, for the duration of any voyage in progress at the time 
of expiration of the Charter Period and for such additional 
period as shall reasonably be required to effect redelivery. 
During such extension period, if any, all of the obligations 
of the Charterer under this Charter in respect of the Charter 
Period (other than the payment of Basic Charter Hire which shall 
be payable as set forth above) shall continue in respect of 
such extension period. 

-25-

file:///Aien


n 

(c) The Charterer shall permit access to the Vessels 
at all reasonable times during the last six months of the Charter 
Period to the Shipowner or the Owner Participant and to persons 
designated by the Shipowner or the Owner Participant in 
connection with any prospective sale or charter of the Vessels 
by the Shipowner, and shall permit the superficial inspection 
of the Vessels by such persons; provided, however, that the 
exercise of such rights shall in no way unreasonably interfere 
with the use by the Charterer of the Vessels. 

(d) Upon the redelivery of each Vessel, the Charterer 
will make such Vessel available to the Shipowner at the port 
of redelivery for inspection by the Owner Participant. The 
Charterer, at its expense, will fully correct and repair any 
condition disclosed by such inspection to the extent necessary 
to cause such Vessel to comply with the terms of Section 7(a) 
and 16(a) hereof. In the event the Owner Participant and the . 
Charterer do not agree on the nature of the corrections or 
repairs to be made, an independent marine surveyor reasonably -
satisfactory to the Owner Participant and the Charterer shall 
be selected who shall make such determination. Such 
determination shall be final and binding on the parties hereto. 
The Charterer and the Owner Participant shall equally share 
the costs and expenses of such surveyor. 

(e) Upon redelivery of each Vessel hereunder, the 
Charterer will provide storage for such Vessel at a location 
on the Mississippi River in the New Orleans or Baton Rouge area 
selected in the sole discretion of the Charterer, without cost 
to the Shipowner or the Owner Participant, for a period of forty-
five (45) days fr(»i (but not including) the date of the 
redelivery of such Vessel as aforesaid; provided that if suitable 
storage space is available at any location where the Charterer 
stores its own Vessels, the Vessels shall be stored at such 
a location, and in all events the location at which the Vessels 
are stored shall be no less secure than the locations at which 
the Charterer stores its own vessels. In the event the Shipowner 
or the Owner Participant insists on redelivery pursuant to 
Section 16(a) hereof at any other location, the Charterer shall 
have no such obligation to provide storage for the Vessels. 
During such forty-five (45) day period the Charterer shall permit 
access to such Vessel at all reasonable times to the Shipowner, 
the Owner Participant and to Persons designated by either of 
them in connection with any prospective sale or charter of such 
Vessel by the Shipowner, and shall permit the full inspection 
of such Vessel by such Persons, which inspection shall be at 
the sole cost and expense of the Shipowner, the Owner Participant 
or such Persons. During the period of such storage the entire 
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risk of loss for such Vessels (except if due to the negligence 
of the Charterer) is for the Shipowner and the Charterer shall 
have no responsibility for insurance, maintenance, taxes or 
repair with respect to the Vessels. Notwithstanding the 
foregoing, if after redelivery of the Vessels it is determined 
in accordance with Section 16(d) hereof that one or more Vessels 
must be repaired or corrected by the Charterer, the storage 
period for such Vessels shall be extended until the completion 
of such repair or correction. 

Section 17. The Charterer's Option to Terminate upon 
Vessel Becominq Obsolete or Surplus. Notwithstanding any 
provision herein contained to tne contrary, in the event that 
the Charterer shall in its judgment, as evidenced by a resolution 
of its Board of Directors, determine that any or all of the 
Vessels shall have become obsolete or surplus to the requirements 
of the Charterer for whatever reason or unsuitable for continued 
use in its business, the Charterer shall have the right at its 
option, on at least sixty (60) days' prior written notice to 
the Shipowner and the Secretary, to terminate this Charter with 
respect to any such Vessel on the date (for the purpose of this 
Section 17 called the "Termination Date") specified in such 
notice provided that (a) the Termination Date shall be a Charter 
Hire Payment Date occurring on or after March 18, 1992, (b) 
on the Termination Sate no Event of Default shall have occurred 
and be continuing or would have occurred and be continuing with 
the passage of time or the giving of notice or both, and (c) 
on the Termination Date such Vessel shall be in the same 
condition as if being redelivered pursuant to Section 16 hereof. 
Upon receipt of such notice the Shipowner agrees promptly to 
send to the Indenture Trustee the Request and Officer's 
Certificate contemplated by Article Third (c) of the Indenture 
for a redemption of Obligations in an amount equal to the 
Proportionate Part of the Outstanding Obligations attributable 
to such Vessel. During the period from the giving of such notice 
until the Termination Date, the Charterer, at its own expense, 
as agent for the Shipowner, shall use its best efforts to obtain 
bids for the purchase of such Vessel, and the Charterer shall 
certify to the Shipowner the amount of each such bid and the 
name and address of the party submitting such bid. The Charterer 
shall in its sole discretion have the right to reject any bid. 
On the Termination Date (or on such later date as the Shipowner 
and the Charterer may mutually agree) the Shipowner shall, 
subject to the obtaining of any governmental consents required, 
sell such Vessel for cash to the bidder who shall have submitted 
the highest bid prior to the Termination Date unless the 
Charterer shall have rejected such bid, provided that any 
purchaser shall not be the Charterer or any Affiliate of the 
Charterer. The total sales price realized at such sale shall 
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be paid to the Shipowner, and, in addition, on the date of such 
sale, the Chart:erer shall pay to the Shipowner (in addition 
to any other Hire then due and payable) the excess, if any, 
of the Termination Value in respect of such Vessel, computed 
as of the Charter Hire Payment Date occurring on the date of 
sale by multiplying the Shipowner's Cost of such Vessel by the 
applicable percentage set forth as the Termination Value for 
such Vessel, over the net sales price of such Vessel after 
deducting from such sales price any reasonable costs and expenses 
incurred by the Shipowner in connection with such sale. All 
costs of delivery of such Vessel to any purchaser thereof, if 
any, shall be paid by the Charterer. If no sale shall occur 
on the date scheduled therefor as above provided, this Charter 
shall continue in full force and effect with respect to such 
Vessel. In the event of such sale and the receipt by the 
Shipowner of the eunounts above described, the obligations of 
the Charterer to pay Basic Charter Hire in respect of such Vessel 
on each Charter Hire Payment Date shall continue to and including 
the Charter Hire Payment Date occurring on the date of such 
sale by the Shipowner, but shall then terminate. Thereupon 
all the rights and obligat:ions of the Shipowner and the Charterer 
hereunder with respect to such Vessel shall terminate except 
for those obligations which by their terms siurvive termination 
of the Charter Period. The Shipowner shall not be under any 
duty to solicit bids, to inquire into the efforts of the 
Charterer to obtain bids or otherwise to take any action or 
incur any cost or expense in connection with any sale pursuant 
to this Section 17 other than to transfer or to cause to be 
transferred to the purchaser named in the highest bid certified 
by the Charterer to the Shipowner, all the right, title and 
interest of the Shipowner in and to such Vessel without recourse 
or warranty of any kind except that the Vessel shall be free 
and clear of Shipowner's Liens and Owner Participant's Liens. 
The Shipowner shall also transfer to such purchaser the original 
full warranty bill of sale from the Shipbuilder. 

Section 18. Assignments and Subcharters. The 
Charterer shall have the right to (a) assign with the prior 
written consent of the Secretary this Charter to an Affiliate 
who is a Citizen or, with the prior written consent of the 
Shipowner and the Secretary, to a non-Affiliate who is a Citizen, 
provided, that, in the event of any such assignment, the 
Charterer shall not be released from any of its obligations 
and liabilities, accrued or executory, under this Charter or 
under the Participation Agreement, or (b) subcharter, or 
otherwise permit any party or parties to use (on less than a 
demise basis) any or all of the Vessels; provided that if such 
subcharter or other use is for greater than six months, the 
subcharterer or user shall be a Citizen and the Charterer shall 
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send a copy ôf the subcharter or other use agreement to the 
Shipowner and the Secretary and submit to the Secretary prior 
to the effective date of such subcharter or use agreement a 
letter or other written statement stating that the subcharterer 
or user is a Citizen. Any such subcharter or other use agreement 
shall be subject and subordinate to this Charter, shall be in 
compliance with Section 6(e) hereof, shall not relieve the 
Charterer from any of its obligations and liabilities, accrued 
or executory, under this Charter or under the Participation 
Agreement and, if for greater than six months, shall be approved 
by the Secretary. Except as provided in Section 2 hereof or 
Article VII of the Trust Agreement, the Shipowner shall not 
have the right to make any assignment with respect to this 
Charter without the prior written consent of the Charterer and 
of the Secretary. Anything contained in this Charter to the 
contrary notwithstanding, except as provided in Section 9.01(c) 
of Exhibit 1 to the Security Agreement, without the prior written 
consent of the Secretary,.the Charterer shall not cause the 
Shipowner to sell or transfer any Vessel or title thereto to 
the Charterer or to any other Person pursuant to any provisioi^ 
of this Charter unless prior to or simultaneously therewith 
the Guarantees shall have terminated within the meaning of 
Section 3.05(1), (2) or (4) of Exhibit 1 to the Security 
Agreement. 

Section 19. Events of Default. The following events 
shall constitute Events of Default: 

(a) the Charterer shall fail to make any payment 
of Basic Charter Hire or Supplemental Hire when and as 
the scune shall become due and payable and such failure 
shall continue until the earlier of (i) 10 days after 
written notice thereof by the Shipowner or the Secretary 
to the Charterer, (ii) 30 days after the failure to make 
such payment or (iii) the giving of a Secretary's Notice 
to the Indenture Trustee by the Secretary with respect 
to such failure; or 

(b) Charterer shall fail to make any payment 
of Supplemental Hire relating to payment by the Shipowner 
of the Guarantee Fee to the Secretary and such failure 
shall continue until the earlier of (i) 5 days after the 
failure to make any payment or (ii) the giving of a 
Secretary's Notice to the Indenture Trustee by the Secretary 
with respect to such failure; or 

(c) the Charterer shall fail to maintain in 
effect at all times insurance with resf)ect to the Vessels 
as required by Section 9 hereof and such failure shall 
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not have been remedied within the earlier of (i) 10 days 
after written notice of such failure by the Shipowner or 
(ii) the giving of a Secretary's Notice to the Indenture 
Trustee by the Secretary with respect to such failure; 
or 

(d) the Charterer shall fail to perform or 
observe any other covenant, condition or agreement to be 
performed or observed by it hereunder or under the 
Participation Agreement and such failure shall not have 
been remedied within the earlier of (i) 30 days after 
written notice of such failure from the Shipowner or the 
Secretary or (ii) the giving of a Secretary's Notice to 
the Indenture Trustee by the Secretary with respect to 
such failure; or 

(e) any representation or warranty made by the 
Charterer herein, in the Participation Agreement or in 
any document or certificate furnished to the Shipowner, \ 
the Owner Participant or the Secretary in connection f 
herewith or therewith or pursuant hereto or thereto or 
in the Construction Contract Assignment shall prove at 
any time to be incorrect as of the date made in any respect 
material to the transactions contemplated by the 
Participation Agreement and such condition shall continue 
unremedied for the lesser of (1) 30 days after written 
notice thereof from the Secretary or the Shix>owner to the 
Charterer specifying the default and demanding that the 
same be remedied or (ii) the giving of a Secretary's Notice 
to the Indenture Trustee by the Secretary with respect 
to such condition; or 

(f) the Charterer shall become insolvent or 
bankrupt or shall cease paying or providing for the payment 
of its debts or make an assignment for the benefit of 
creditors or consent to the appointment of a trustee or 
receiver; or a trustee or a receiver shall be appointed 
for the Charterer or for a substantial part of the property 
of the Charterer without its consent and shall not be 
dismissed within a period of sixty (60) days; or bankruptcy, 
arrangement, reorganization or insolvency proceedings shall 
be Instituted by or against the Charterer and, if instituted 
against the Charterer, shall not be dismissed within a 
period of sixty (60) days; or 

(g) The Charterer shall fail to perform or comply 
with any of the provisions of the Restricted Title XI 
Reserve Fund and Financial Agreement between the Charterer 
and the Secretary and such failure shall not have been 

-30-



remedied within the earlier of (i) 30 days after written 
notice from the Secretary to the Charterer or (ii) the 
giving of a Secretary's Notice to the Indenture Trustee 
by the Secretary with respect to such failure. 

Section 20. Action Following ^^?"*- of Default. If 
any Event of Default specified in Section 19 shall have occurred 
and shall not have been renedied prior to the giving of a 
Secretary's Notice with respect thereto the Shipowner may (only 
after notifying the Secretary and the Indenture Trustee and 
after obtaining the consent of the Secretary) declare this 
Charter to be in default, and at any time thereafter, so long 
as the Charterer shall not have remedied all outstanding Events 
of Default, at its option, exercise any of the following rights 
and remedies: 

(a) the Shipowner may proceed either at law, in 
admiralty or in equity to enforce performance by the Charterer 
of the applicable provisions of this Charter or to recover 
damages for the breach thereof; or 

(b) the Shipowner may terminate this Charter, by 
notice in writing to the Charterer, whereupon all rights of 
the Charterer to the use of the Vessels shall absolutely cease 
and terminate, but the Charterer shall remain liable as to 
payment of Basic Charter Hire and Supplemental Charter Hire, 
as hereinafter in this clause (b) provided; and thereupon the 
Charterer shall, if requested by the Shipowner, forthwith at 
the Charterer's expense deliver or cause to be delivered the 
Vessels to the Shipowner at a safe berth on the Mississippi 
River in the New Orleans or Baton Rouge area, to be stored at 
the Charterer's expense and risk for a period not to exceed 
45 days and, whether or not the Shipowner shall have made such 
a request, the Shipowner may enter upon and take possession 
of the Vessels, ̂ erever found, whether underway or in any port, 
harbor or other place, without prior demand and without legal 
process, and for that purpose may enter upon any dock, pier 
or other premises and take such steps as may be necessary to 
take possession of the same and to discharge, deliver, redeliver 
or otherwise dispose of any cargo aboard the same, all at the 
sole risk, cost and expense of the Charterer; and thenceforth 
the Shipowner shall hold, possess and enjoy the Vessels free 
from any right of the Charterer; but the Shipowner may, 
nevertheless, recover from the Charterer all Hire which under 
the terms of this Charter may then be due and also recover 
forthwith from the Charterer (i) as liquidated damages for loss 
of the bargain and not as a penalty, an eunount equal to the 
Stipulated Loss Value applicable to the Charter Hire Payment 
Date coinciding with or inunediately preceding the date of such 
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payment less the fair market sales value of the Vessels as of 
such payment date (as determined, at the expense of the 
Charterer, in accordance with the Appraisal Procedure set forth 
in Section 21(b) hereof); provided, however, that the fair market 
sales value shall be zero if the Shipowner is unable to* recover 
possession of the Vessels in accordance with the terms of this 
Section 20(b); provided further, however, that if one or more 
Vessels have been sold by the Shipowner on or prior to the date 
of payment of liquidated damages, the Charterer shall pay, with 
respect to such Vessels, an amount equal to the Stipulated Loss 
Value then applicable for such Vessels less the sale price of 
such Vessels but plus any expenses incurred by the Shipowner 
in connection with such sale; (ii) interest on the Stipulated 
Loss Value aforesaid from such Charter Hire Payment Date to 
the date of payment at the Default Rate; (iii) any damages which 
the Shipowner shall have sustained by reason of the breach of 
any provision of this Charter other than for the payment of 
Basic Charter Hire; and (iv) any expenses, including reasonable 
attorney's fees, vAiich the Shipowner shall have incurred by 
reason of the breach of any provision of this Charter (unless 
already paid for in accordance with the second proviso of clause 
(i) of this Section 20(b)). To the extent that liquidated 
damages under the clause (i) above shall not have been determined 
on the basis of actual sale price pursuant to the second proviso 
thereof the Shipowner shall pay over to the Charterer an amount 
equal to the excess, if any, of (x) the net proceeds of any 
sale, charter or other disposition of the Vessels after deducting 
all costs and expenses whatsoever incurred by the Shipowner 
in connection therewith and not theretofore reimbursed by the 
Charterer, over (y) the fair market sales value of the Vessels 
actually used for purposes of conputing such liquidated damages, 
up to an amount equal to the liquidated damages actually paid 
by the Charterer hereunder. 

(c) The Shipowner or its agent may sell any Vessel 
at public or private sale, with or without notice to the 
Charterer, advertisement or publication, as the Shipowner may 
determine, or otherwise may dispose of, hold, use, operate or 
charter (vAiether for a period greater or less than the balance 
of vAiat would have been the Charter Period in the absence of 
the termination of the rights of the Charterer to the Vessels) 
to others, all on such terms and conditions and at such place 
or places as the Shipowner may reasonably determine and all 
free and clear of any rights of the Charterer. 

At any time after an Event of Default shall have 
occurred and be continuing, the Shipowner may request the 
Charterer to deliver, and the Charterer shall deliver, as soon 
as possible, a certificate setting forth the current location 
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of all of the Vessels. 

The remedies in this Charter provided in favor of 
the Shipowner shall not be deemed exclusive, but shall be 
cumulative, and shall be in addition to all other remedies in 
its favor existing at law, in admiralty or equity; provided 
that the Shipowner may not exercise any such other remedies 
without the prior written consent of the Secretary. The 
Charterer hereby waives, so far as permitted by law, any notice 
to quit or notice of re-entry or of the institution of legal 
proceedings to that end, any right of re-entry or repossession, 
or any other requirements of law, now or hereafter in effect, 
which may require the Shipowner to sell, lease, or otherwise 
use the Vessels in mitigation of Shipowner's damages as set 
forth in this Section or which might limit or modify the renedies 
herein provided. 

The failure of the Shipowner to exercise its rights 
granted it hereunder, or the partial exercise of such rights, ; 
upon any occurrence of any of the contingencies set forth herein 
shall not constitute a waiver of any such rights upon the 
continuation or recurrence of any such contingencies or similar 
contingencies or preclude any other or further exercise of such 
rights or of any other rights. 

The Shipowner may, at its option but at the expense 
of and for the account of the Charterer, and without waiving 
any of the rights of the Shipowner against the Charterer, cure 
any such Event of Default, and if the Shipowner shall so cure 
any such Event of Default it shall be entitled to interest at 
the Default Rate from the date of curing such Event of Default 
until reimbursed by the Charterer, on the amount expended by 
the Shipowner to cure any such Event of Default. 

The Shipowner agrees not to waive any Events of Default 
hereunder without the prior written consent of the Secretary. 

Section 21. Renewal of Charter upon Expiration, 
(a) The Charterer shall have the right, exercisaole by giving 
a Renewal Notice to the Shipowner at least ten months prior 
to the expiration of the Charter Period, to renew and extend 
the Original Term and the first Renewal Term, as the case may 
be, 5, 10, 15 or all of the Vessels from the stated expiration 
date hereof fbr a period of two years at a charter rate payable 
semi-annually in arrears which shall be equal to the fair market 
bareboat charter hire then applicable to such Vessel or Vessels 
as of the expiration date of the Charter Period as determined 
by agreement between the Shipowner and the Charterer, or, if 
they fail to reach such agreement within 20 days of such notice, 
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in accordance with the Appraisal Procedure set out in Section 
21(b) hereof. Such Renewal Notice shall set forth the number 
of Vessels to be renewed and, before determining the fair market 
bareboat charter value thereof, the parties hereto agree to 
pick on a random basis \^ich Vessels shall be included in such 
number. 

(b) "Appraisal Procedure" shall mean the following 
procedure for determining the fair market sales value or the 
fair market bareboat charter hire or both, as the case may be, 
of a Vessel or Vessels (provided that for the purposes of this 
definition "Vessel" and "Vessels" shall not include any equipment 
or appurtenance owned by a third party lessor or which remain 
or become the property of the Charterer pursuant to this 
Charter): If the appropriate party heretic shall have given 
written notice to the other requesting determination of such 
value by the Appraisal Procedure, each party shall appoint an 
independent appraiser within 15 days of the giving of such 
notice. Each appraiser so appointed shall be instructed to 
independently determine the fair market sales value or the fair 
market bareboat charter hire or both, as the case may be, of 
the Vessel or Vessels in accordance with the respective 
definitions of such terms contained herein and within 40 days 
of the giving of such notice. If only one appraiser shall have 
been so appointed within 15 days of the giving of such notice, 
or if two appraisers shall have been so appointed but only one 
such appraiser shall have made such determination within 40 
days of the giving of such notice, then the determination of 
such appraiser shall be fined, and binding upon the parties. 
If two appraisers shall have been appointed and shall have made 
their determinations within the respective requisite periods 
set forth above and if the difference between the amounts so 
determined shall not exceed 10% of the lesser of such amounts, 
then the fair market sales value or the fair market bareboat 
charter hire or both, as the case may be, of the Vessel or 
Vessels shall be an amount equal to 50% of the sum of the amounts 
so determined. If the difference between the amounts so 
determined shall exceed 10% of the lesser of such amounts, or 
if neither appraiser shall have made a determination within 
40 days of the giving of notice then such two appraisers shall 
have 15 days to appoint a third appraiser, but if such appraisers 
fail to do so, then either party may request the American 
Arbitration Association or any successor organization thereto 
to appoint an appraiser within 15 days of such request, and 
both parties shall be bound by any appointment so made within 
such 15 day period. If no such appraiser shall have been 
appointed within such 15 days or within 90 days of the original 
notice requesting a determination pursuant to the Appraisal 
Procedure, whichever is earlier, either party may apply to any 
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court having jurisdiction to make such appointment, and both 
parties shall be bound by any appointment made by such court. 
Any appraiser appointed by the original appraisers, by the 
American Arbitration Association or by such court shall be 
instructed to determine the fair market sales value or the fair 
market bareboat charter hire or both, as the case may be, of 
the Vessel or Vessels in accordance with the respective 
definitions of such terms contained herein and within 30 days 
after its appointment. The determination of the appraiser which 
differs most from the determinations of the other two appraisers 
shall be excluded, and 50% of the sum of the remaining two 
determinations shall be final and binding upon the parties hereto 
as the fair market bareboat charter hire or the fair market 
sales value, as the case may be. This provision for 
determination by appraisal shall be specifically enforceable 
to the extent such remedy is available under applicable law 
and any determination shall be final and binding upon the parties 
except as otherwise provided by applicable law. The Charterer 
and the Shipowner shall each pay the fees and disbursements 
of any appraiser appointed by it and shall share equally the 
fees and expenses of any third appraiser and any other costs 
and expenses of any appraisal pursuant to this Section 21(b). 

(c) Notwithstanding the foregoing provisions of this 
Section 21, the Charterer's request for a determination of fair 
market bareboat charter hire shall not obligate the Charterer 
to exercise its option provided in this Section 21. If the 
Charterer does not exercise such option, the Charterer shall 
pay all costs and expenses of any appraisal pursuant to Section 
21(b) hereof and shall notify the Shipowner of the decision 
not to exercise such option at least 180 days prior to the 
termination of the Charter Period. 

Section 22. Notices. All notices and other 
communications hereunder shall be mailed postage prepaid by 
certified ma-il, return receipt requested, and addressed to the 
Charterer and the Shipowner, respectively, at the addresses 
set forth on the signature*̂  page and to the Secretary at Secretary 
of Transportation c/o Maritime Administrator, Maritime 
Administration, Department of Transportation, 400 Seventh Street, 
S.W., Washington, D.C. 20590, or at such other address or 
addresses as such parties shall hereafter specify in writing 
to the other parties hereto. Copies of all notices and other 
communications to the Shipowner hereunder shall be given by 
the Charterer to the Owner Participant at its address set forth 
in the Participation Agreement. 
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Section 23. Miscellaneous, (a) This Charter shall 
be binding upon and inure to the benefit of the parties hereto 
and their respective successors and assigns. 

(b) All amounts and moneys referred to in this Charter 
shall be construed to mean money v^ich at the time is lawful 
money of the United States. 

(c) The section headings are for convenience only 
and shall not be construed as a part of this Charter. 

(d) Except as otherwise provided herein, this Charter 
shall be governed by and construed in accordance with the laws 
of the United States and the Commonwealth of Pennsylvania. 

(e) If any payment to be made by the Charterer 
hereunder shall become due on a day other than a Business Day, 
such payment shall be made on the next succeeding Business Daŷ . 

(f) Any payment not made by the Charterer to the 
Shipowner when due as provided in this Charter shall bear 
interest frcxn the due date thereof at the Default Rate until 
paid. 

(g) If the Shipowner fails to make any payment 
required to be made by it hereunder or under the Participation 
Agreenent, the Mortgage or the Security Agreement or fails to 
perform or comply with any of its agreements contained herein 
or therein, and such failure continues for 10 days after written 
notice thereof from the Charterer to the Shipowner the Charterer 
may itself make such payment or perform or comply with such 
agreenent, and the amount of such payment and the amount of 
the reasonable expenses of the Charterer incurred in connection 
with such agreement, as the case may be, together with interest 
thereon at the Default Rate, shall be payable by the Shipowner 
to the Charterer upon demand. 

Section 24. Severability; Effect and Modification 
of Charter. Any provision of this Charter which is prohibited 
or unenforceable in any jurisdiction shall be, as to such 
jurisdiction, ineffective to the extent of such prohibition 
or enforceability without invalidating the remaining provisions 
hereof, and any such prohibition or unenforceability in any 
jurisdiction shall not invalidate or render unenforceable such 
provision in any other jurisdiction. 

No variation or modification of this Charter and no 
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waiver of any of its provisions or conditions shall be valid 
unless in writing and signed by duly authorized officers of 
the Shipowner and the Charterer, and consented to by the 
Secretary. 

Section 25. Sale, Consolidation, Merger or Change 
of Name. (a) Without the prior written consent of the Shipowner 
and the Secretary, the Charterer will not merge or consolidate 
with any other corporation or sell, lease, transfer or otherwise 
dispose of substantially all of its assets to any Person; 
provided, however, that no such consent of the Shipowner or 
the Secretary shall be required in the event of any consolidation 
or merger if (i) the Charterer is the corporation surviving 
such consolidation or merger, (ii) such surviving corporation 
shall be a Citizen and shall have furnished the Secretary with 
proof satisfactory to the Secretary of such United States 
citizenship and (iii) no Event of Default (or other event which 
with the passage of time or the giving of notice or both would 
become an Event of Default) shall exist immediately following 
such consolidation or merger. 

(b) The Shipowner and the Secretary may rely upon 
an opinion of counsel for the Charterer that any such 
consolidation, merger or sale, and any such succession, complies 
with the provisions of this Section. 

(c) With the prior written consent of the Shipowner 
and the Secretary, any such sale may be on such terms as to 
release the corporation which is the Charterer immediately prior 
to such sale from all of its obligations under this Charter, 
and, in such event, the Shipowner, if so requested by such 
corporation, shall execute and deliver such instruments as may 
be deemed by such corporation to be necessary or applicable 
to give effect to and confirm such release. 

(d) Upon any such consolidation, ir>erger or sale, 
the corporation (if not the Charterer) formed by or surviving 
such consolidation or merger, or to which such sale shall have 
been made, shall succeed to and be substituted for the Charterer 
with the Scune effect as if it had been neuned herein and shall 
execute and deliver such instruments or agreements assuming 
the Charterer's obligations hereunder as reasonably requested 
by the Shipowner. 

(e) The Charterer shall not change its name without 
prior written notice to the Shipowner and the Secretary. 

Section 26. Performance of Obligatons to the Secretary. 
Notwithstanding any other provision of this Charter to the 
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contrary, each of the provisions of this Charter which requires 
or permits action by the Secretary, the consent, approval or 
authorization of the Secretary, the furnishing of any document, 
paper or information to the Secretary, or the performance,of 
any other obligation to the Secretary shall not be effective, 
and the sections containing such provisions shall be read as 
though there were no such requirements or permissions after 
the Guarantees shall have terminated pursuant to Section 3.05(1), 
(2) or (4) of Exhibit 1 to the Security Agreement and the 
Guarantee Commitment, the Security Agreement and the Mortgage 
shall no longer be in effect. 

Section 27. Definitions. For all purposes of this 
Charter, unless otherwise expressly provided or unless the 
context otherwise requires: 

(1) All references herein to sections or other 
subdivisions, unless otherwise specified, refer to the 
corresponding sections and other subdivisions of the 
Charter; 

(2) The terms "hereof", "herein", "hereby", 
"hereto", "hereunder", and "herewith" refer to this Charter; 

(3) Capitalized terms used herein which are 
not dctfined herein but which are defined in Schedule X 
attached hereto, or by reference therein to other 
instruments, shall have the respective meanings stated 
therein or in such other instruments. 

Section 28. Cover Casualty. Upon the occurrence 
of a Cover Casualty, the Charterer shall give prompt written 
notice thereof and shall, within 45 days after the occurrence 
of such CoN'er Casualty, cause to be duly conveyed to the 
Shipowner -is a replacement for the. Cover with respect to which 
such Cover Casualty occurred, title to another cover of the 
same or another manufacturer of the same, an equivalent or an 
improved model and suitable for installation and use on the 
related Vessel, free and clear of all Liens not excepted in 
Section 6(d) hereof and having a value and utility at least 
equal to, and being in as good operating condition as, the Cover 
with respect to which such Cover Casualty occurred, assvmiing 
such Cover was in the condition and repair required by the terms 
hereof immediately prior to the occurrence of such Cover 
Casualty. Prior to or at the time of any such conveyance, the 
Charterer at its own expense will (i) cause to be furnished 
to the Shipowner a bill of sale, in form and substance reasonably 
satisfactory to the Shipowner, with respect to such replacement 
Cover and (ii) cause a Charter Supplement, in form and substance 
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reasonably satisfactory to the Shipowner, to be duly executed 
by the Charterer to the effect that, upon such conveyance, the 
Shipowner will acquire full title to such replacement Cover 
and that it will be chartered hereunder and subject to the 
security interest and mortgage created by, and subject to all 
of the terms of, the Mortgage and the Security Agreement, to 
the same extent as the Cover replaced thereby. Upon full 
compliance by the Charterer with the terms of this Section 28 
the Shipowner will pay to the Charterer all Insurance proceeds 
as a result of such Cover Casualty and will transfer to the 
Charterer, without recourse or warranty (except as to the absence 
of Shipowner's Liens and Owner Participant's Liens), all of 
the Shipowner's right, title and interest in and to the Cover 
with respect to which such Cover Casualty occurred and such 
Cover shall thereupon cease to be a Cqver chartered hereunder. 
For all purposes hereof, each such replacement cover shall, 
after such conveyance, be deemed part of the property chartered 
hereunder and shall be deemed a "Cover" as defined herein. 
Except as provided below, no Cover Casualty with respect to 
a Cover under the circumstances contemplated by the terms of 
this Section 28 shall result in' any reduction in Basic Charter; 
Hire. 

Notwithstanding the foregoing paragraph of this Section 
28, the Charterer may, at its option, instead of replacing the 
Cover as aforesaid, notify the Shipowner, within 45 days after 
such Cover Casualty, that it intends to pay Stipulated Loss 
Value with respect to such Cover. Such notice shall specify 
a Loss Payment Date which shall be not more than 75 or less 
than 50 days after the date such notice is given by the 
Charterer, on which the Charterer will make the payment specified 
in the following paragraph. Prcxnptly after receipt of such 
notice, the Shipowner shall (i) give to the Indenture Trustee 
written instructions to redeem Outstanding Obligations on the 
Loss Payment Date pursuant to Section 3.05 of Exhibit 1 to the 
Indenture and (ii) take such actions as shall from time to time 
be reasonably requested by the Charterer to cause the Secretary 
to give to the Indenture Trustee the written instructions to 
so redeem Outstanding Obligations as contemplated by said Section 
3.05. The Charterer shall continue to pay Basic Charter Hire 
when due on each Charter Hire Payment Date occurring during 
the period fron and including the occurrence of the event giving 
rise to the Cover Casualty to and including the Loss Payment 
Date. 

The Charterer shall pay to the Shipowner on the Loss 
Payment Date an amount equal to the sum of (a) the Stipulated 
Loss Value for such Cover determined as of the Charter Hire 
Payment Date on or immediately preceding the Loss Payment Date 
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plus (b) interest, at the rate of interest on the Obligations, 
on the eunount specified in the immediately preceding clause 
(a) for the period from such Charter Hire Payment Date to and 
including the Loss Payment Date plus (c) all other Hire 
(including, without limitation, Basic Charter Hire due through 
the Charter Hire Payment Date on or immediately preceding the 
Loss Payment Date) due on or prior to the Loss Payment Date. 
Upon payment of such Stipulated Loss Value and all Hire then 
due hereunder. Shipowner's Cost of the Vessel as to which such 
Cover relates shall be reduced by the eunount set forth in the 
Charter Supplement for such Vessel under the caption "Shipowner's 
Cost of Covers". Thereupon the Shipowner will transfer to the 
Charterer, without recourse or warranty (except as to the absence 
of Shipowner's Liens and Owner Participant's Liens), all of 
the Shipowner's right, title and interest in and to such Cover, 
and such Cover shall thereupon cease to be a Cover chartered 
hereunder. 

IN WITNESS V/HEREOF, the Charterer and the Shipowner -
have executed this Charter the day and year first above written. 

DRAVO MECHLING CORPORATION 

By! , ^ ^ < , O ^ ^ W « - i - — 
Vice President 

One Oliver Plaza 
Pittsburgh, Pennsylvania 15222 

Attention: Vice President, Finance 
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THE CONNECTICUT BANK AND TRUST 
COMPANY, not in its individual 
capacity but solely as owner 
trustee as aforesaid 

One Cojilst̂ tution Plaza 
Hartford, Connecticut 06115 

Attention: Corporate Trust 
Department 

ALL OF THE SHIPOWNER'S RIGHT," TITLE AND INTEREST IN 
AND TO THE ABOVE CHARTER AND ALL HIRE DERIVED THEREFROM ARE 
SUBJECT TO A SECURITY INTEREST IN FAVOR OF THE UNITED STATES 
OF AMERICA, REPRESENTED BY THE SECRETARY OF TRANSPORTATION, 
ACTING BY AND THROUGH THE MARITIME ADMINISTRATOR, IN ACCORDANCE 
WITH THE PROVISIONS OF A SECURITY AGREEMENT BETWEEN THE SHIPOWNER 
AND THE SECRETARY AS SECURED PARTY AND AN ASSIGNMENT OF CHARTER 
GIVEN PURSU7U»IT THERETO BETViEEN THE SHIPOtTOER AND THE SECRETARY. 
TO THE EXTENT THAT SUCH CHARTER MAY BE DEEMED TO CONSTITUTE 
"CHATTEL PAPER" UNDER THE UNIFORM COMMERCIAL CODE OF MIY 
JURISDICTION, NO SECURITY INTEREST MAY BE OBTAINED IN SUCH 
CHARTER EXCEPT BY POSSESSION OF THE COUNTERPART THEREOF DENOTED 
"COUNTERPART NO. 1". 



STATE OF NEW YORK ) 
) ss.: 

COUNTY OF NEW YORK ) 

On this 18th day of March, 1982, before me personally 
appeared W. J. Mollenauer, to me personally known, who, being 
by me duly sworn, says that he is a Vice President of DRAVO 
MECHLING CORPORATION, that said instrument was signed on behalf 
of said Corporation by authority of its Board of Directors and 
he acknowledged that the execution of the foregoing instrument 
was the free act and deed of said Corporation. 

Notary Publi^ 
,. PBIETIW WBEWg U 

[Notarial Seal] ^ T % A % ^ ' ^ 
ftiaimad In Nnr Vork Ownb 

. . „ . . wmm;ss:Bn Expires Marah s a IBCa 
My Commission e x p i r e s ^ a ^ 

STATE OF NEW YORK ) 
)ss.: 

COUNTY OF NEW YORK ) 

On this 18th day of March, 1982, before me perscnally 
appeared Michael J. Rister, to me personally known, who, being 
by me duly sworn, says that he is an Assisteint Vice President 
of THE CONNECTICUT BANK AND TRUST COMPANY, that said instrument 
was signed on behalf of said Corporation by authority of its 
Board of Directors and he acknowledged that the execution of 
the foregoing instrument was the free act and deed of said 
Corporation. 

AĴ r̂ AlJTTt)̂  
Notary Public 

DEHETRA VASENM 
[ N o t a r i a l S e a l ] '**''» '*"""*• ̂ t'te of NWtbi* 
LLMUi.ai .xaj , o e a x j ^ 314684597 

Qinimsd In Nm Yoik Coon^ 
My Commission expiresO""""'""" ^P'™» "*«™fc3a laj^ 

f fj^cos^ 

http://LLMUi.ai.xaj


Filed with the Interstate Commerce Commission pursuant to 49 
U.S.C. §11303 on , 198__ at M., recordation 
number . "" 

CHARTER SUPPLEMENT NO. 

THIS CHARTER SUPPLEMENT NO. , dated , 198_, 

to Bareboat Charter dated as of April 1, 1981 (the "Charter") 

between ORAVO MECHLING CORPORATION (the "Charterer") and THE 

CONNECTICUT BANK AND TRUST COMPANY, not in its individual 

capacity but solely as owner trustee under the Trust Agreeement 

dated as of April 1, 1981 between it and New England Merchants 

Leasing Corporation B-7 (in its capacity as such owner trustee, 

the "Shipowner"). 

WITNESSETH: 

WHEREAS, the Charter provides for the execution and 

delivery on the Delivery Date of a Vessel or Vessels of a Charter 

Supplement, substantially in the form hereof; 

NOW, THEREFORE, in consideration of the premises and 

other good and sufficient consideration, the Shipowner and the 

Charterer hereby agree as follows: 

(1) The Shipowner hereby confirms that it has 

let, chartered and demised to the Charterer under the 

Charter, and the Charterer hereby confirms that it has 



unconditionally accepted and hired from the Shipowner under 

the Charter, for all purposes thereof the following numbered 

Vessel(s) (the "delivered Vessel(s)") with the Official 

Number and designation by the Charterer as follows: 

Name Hull No. Official No. 

(2) The Delivery Date of each delivered Vessel 

is the date of this Charter Supplement. 

(3) The Shipowner's Cost of each delivered Vessel 

and the Cover relating thereto on the Delivery Date is 

as follows: 

Shipowner's Cost Shipowner's 
of Vessel Cost 

Hull Number Including Cover of Cover 

(4) The Charterer hereby confirms as between 

it and the Shipowner that the delivered Vessels comply 

with the requirements of the Charter and with all 

specifications of the Construction Contract; provided, 

however, that nothing contained herein shall in any way 

diminish or otherwise affect any right which the Charterer, 

the Shipowner or the Lender may have with respect to such 

Vessels against Dravo Corporation or any subcontractor 

of Dravo Corporation under the Construction Contract or 

otherwise. 
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Filed with the Interstate Commerce Commission pursuant to 49 
U.S.C. §11303 on , 198__ at M., recordation 
number . "" 

CHARTER SUPPLEMENT NO. 

THIS CHARTER SUPPLEMENT NO. , dated , 198_, 

to Bareboat Charter dated as of April 1, 1981 (the "Charter") 

between DRAVO MECHLING CORPORATION (the "Charterer") and THE 

CONNECTICUT BANK AND TRUST COMPANY, not in its individual 

capacity but solely as owner trustee under the Trust Agreeement 

dated as of April 1, 1981 between it and New England Merchants.. 

Leasing Corporation B-7 (in its capacity as such owner trustee, 

the "Shipowner"). 

' WITNESSETH: 

WHEREAS,- the Charter provides for the execution and 

delivery on the Delivery Date of a Vessel or Vessels of a Charter 

Supplement, substantially in the form hereo-£; 

NOW, THEREFORE, in consideration of the premises and 

other good and sufficient consideration, the Shipowner and the 

Charterer hereby agree as follows: 

(1) The Shipowner hereby confirms that it has 

let, chartered and demised to the Charterer under the 

Charter, and the Charterer hereby confirms that it has 



IN WITNESS WHEREOF, the Shipowner and the Charterer 

have caused this Charter Supplement to be duly executed as of 

the day and year first above written. 

DRAVO MECHLING CORPORATION 

By: 
Vice President 

THE CONNECTICUT BANK AND TRUST ^ 
COMPANY, not in its individual 
capacity but solely as owner 
trustee as aforesaid 

By: • 
Assistant Vice President 

ALL OF THE SHIPOWNER'S RIGHT, TITLE AND INTEREST IN 
AND TO THE ABOVE CHARTER SUPPLEMENT AND ALL HIRE DERIVED 
THEREFROM ARE SUBJECT TO A SECURITY INTEREST IN FAVOR OF THE 
LENDER NAMED THEREIN IN ACCORDANCE WITH THE PROVISIONS OF A 
SECURITY AGREEMENT BETWEEN THE SHIPOVniER AND SAID LENDER AS 
SECURED PARTY. TO THE EXTENT THAT SUCH CHARTER SUPPLEMENT MAY 
BE DEEMED TO CONSTITUTE "CHATTEL PAPER" UNDER THE UNIFORM 
COMMERCIAL CODE OF ANY JURISDICTION, NO SECURITY INTEREST MAY 
BE OBTAINED IN SUCH CHARTER SUPPLEMENT EXCEPT BY POSSESSION 
OF THE COUNTERPART THEREOF DENOTED "COUNTERPART NO. 1". 
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COMMONWEALTH OF PENNSYLVANIA ) 
) SS.: 

COUNTY OF ALLEGHENY ) 

On this day of , 198 , before me 
personally appeared , to me personally known, who, 
being by me duly sworn, says that he is a .^________ of DRAVO 
MECHLING CORPORATION, that one of the seals affixed to the 
foregoing instrument is the corporate seal of said Corporation, 
that said instrument was signed and sealed on behalf of said 
Corporation by authority of its Board of Directors and he 
acknowledged that the execution of the foregoing instrument 
was the free act and deed of said Corporation. 

Notary Public 

[Notarial Seal] 

My Commission expires 

COMMONWEALTH OF PENNSYLVANIA ) 
) SS.: 

COUNTY OF ALLEGHENY ) 

On th.-.s day of 198 , before me personally 
appeared , to me personally known, vi4io, being by me 
duly sworn, says that he is a of THE CONNECTICUT 
BANK AND TRUST COMPANY, that one of the seals affixed to the 
foregoing instrument is the corporate seal of said Corporation, 
that said instrument was signed and sealed on behalf of said 
Corporation by authority of its Board of Directors and he 
acknowledged that the execution of the foregoing instrument 
was the free act and deed of said Corporation. 

Notary Public 

[Notarial Seal] 

My Commission expires 



Charter Hire 
Payment Date 

Stipulated Loss Values 

and 

Termination Values 

Stipulated Loss 
Value Percentage* 

Schedule Two 
to 

Bareboat Charter 

Termination 
Value 

Percentage* 

December 31,1981 
June 30, 1982 
December 31, 1982 
June 30, 1983 
December 31, 1983 
June 30,1984 
December 31, 1984 
June 30, 1985 
December 31, 1985 
June 30, 1986 
December 31, 1986 
June 30, 1987 
December 31, 1987 
June 30, 1988 
December 31, 1988 
June 30, 1989 
December 31, 1989 
June 30, 1990 
December 31, 1990 
June 30, 1991 
December 31', 1991 
June 30, 1992 
December 31, 1992 
June 30, 1993 
December' 31, 1993 
June 30, 1994 
Deeenber 31, 1994 
June 30, 1995 

109.359387 
107.630412 
109.906540 
108.055678 
109.103250 
109.909512 
110.408068 
110.643192 
110.537905 
110.224846 
109.812858 
109.374967 
108.907921 
108.406252 
107.877820 
107.316715 
106.731548 
106.105880 
105.449535 
104.765960 
104.045567 
103.291396 
102.505524 
100.915641 
98.893927 
96.328043 
93.667113 
90.884902 

102.315144 
105.544282 
107.778339 
106.582029 
107.599881 
108.375824 
108.843450 
109.047020 
108.909542 
108.563643 
108.118153 
107.646084 
107.144171 
106.606932 
106.042212 
105.444087 
104.821155 
104.156959 
103.461309 
102.737636 
101.976338 
101.180436 
100.351992 
98.112232 
95.591870 
92.959392 
90.230526 
87.379007 

After payment of all other Hire due and payable on the 
applicable Charter Hire Payment Date. 



December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June30, 
December 
June 30, 
December 
June 30, 
Deeenber 
June 30, 
December 

31, 1995 
1996 
31, 1996 
1997 
31, 1997 
1998 
31, 1998 
1999 
31, 1999 
2000 
31, 2000 
2001 
31, 2001 
2002 
31, 2002 
2003 
31, 2003 

87.999723 
84.984299 
81.874785 
78.627255 
75.265076 
71.757960 
68.147563 
64.372671 
60.479061 
56.434295 
52.258407 
47.917781 
43.438015 
38.784173 
34.002983 
29.150137 
25.000000 

84.423134 
81.335569 
78.152469 
74.829870 
71.391108 
67.805863 
64.115764 
60.259560 
56.282999 
52.153609 
47.891391 
43.462694 
38.893080 
34.147579 
29.272881 
24.324641 
20.000000 
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AMENDMENT NO. 1 TO 
AMENDED AND RESTATED BAREBOAT CHARTER 

This Amendment, dated December 27, 1982, to Amended 

and Restated Bareboat Charter dated as of March 18, 1982 

(the "Charter") between THE CONNECTICUT BANK AND TRUST 

COMPANY, not in its individual capacity but solely as owner 

trustee under the Trust Agreement (the "Shipowner"), dated 

as of April 1, 1981, as amended, between it and New England 

Merchants Leasing Corporation B-7 (the "Owner Participant"), 

and DRAVO MECHLING CORPORATION, a Delaware corporation, 

having its principal place of business at One Oliver Plaza, 

Pittsburgh, Pennsylvania 15222 ("Dravo"). 

WITNESSETH: 

WHEREAS, in connection with the refinancing on 

March 18, 1982 of certain interim debt which was furnished 

by Pittsburgh National Bank ("PNB") and incurred in connection 

with the purchase by the Shipowner of the barges covered by 

the Charter, Dravo paid interim charter hire in the amount 

of $142,605.95, which amount equaled the amount of interest 

due on such interim debt and on June 30, 1982 Dravo paid the 

first installment of Basic Charter Hire required pursuant to 

Section 3(a) of the Charter in the amount of $341,442.71. 

WHEREAS, the parties agree that as a result of a 

misunderstanding the aggregate amount of interim charter 
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hire and Basic Charter Hire heretofore paid by Dravo under 

the Charter during the year 1982, together with the amount 

of Basic Charter Hire payable on December 31, 1982, will be 

in excess of the amount which Dravo originally anticipated 

would be paid during the year 1982 by an amount equal to the 

amount of interim charter hire paid by Dravo on March 18, 

1982; and 

WHEREAS, the parties agree that on or before 

December 31, 1982, the Shipowner will refund such excess to 

Dravo and that the installments of Basic Charter Hire pay­

able on December 31, 1982 and on each subseguent Charter 

Hire Payment Date should be adjusted accordingly. 

NOW, THEREFORE, in consideration of the fbregoing 

and for other good and valuable consideration, the receipt 

and sufficiency of which is hereby acknowledged, the parties 

agree as follows: 

1. Section 3(a) of the Charter is hereby amended 

by (i) deleting "5.122930%" from line 6 and inserting "5.271196%' 

in lieu thereof, and (ii) deleting "6.261353%" from line 7 
If. 

and inserting "6.442567%" in lieu thereof. 

2. Schedule Two to the Charter is hereby amended 

by substituting therefor a new Schedule Two as set forth in 

Exhibit 1 hereto. 

3. On or before December 31, 1982, the Shipowner 

agrees to pay Dravo the amount of $142,605.95. 
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4. Except as herein amended, the Charter shall 

remain in full force and effect as originally executed oh 

the date thereof. 

IN WITNESS WHEREOF, the parties hereto have caused 

this Amendment to be duly executed by their respective Officers 

thereunto duly authorized as of the day and year first above 

written. 

DRAVO MECHLING CORPORATION 

BY: U / U / ^ ^ 
Vice President 

One Oliver Plaza 
Pittsburgh, Pennsylvania 15222 

Attention: Vice President, Finance 

THE CONNECTICUT BANK AND TRUST 
COMPANY, not in its individual 
capacity but solely as owner 
trustee as aforesaid 

One Constitution Plaza 
Hartford, Connecticut 06115 

Attention: Corporate Trust Department 



COMMONWEALTH OF PENNSYLVANIA ) 

COUNTY OF ALLEGHENY 
) ss.: 

^5?^day of AJ^yi^^^A J A O A J . 19%^, before 
TfUMi^Art^Ai^J ' to me per-

me duly sworn, says that he is 
( ^ j y t j ) o t DRAVO MECHLlNG CORPORATION, that one of the 

On this 
me personally appeared 2 ^ 
sonally known, who, being 
a-i4i^^, 
seaL&//affixed to the foregoing instrument is the corporate 
seal of said Corporation, that said instrument was signed 
and sealed on behalf of said Corporation by authority of its 
Board of Directors and he acknowledged that the execution of 
the foregoing instrument was the free act and deed of said 
Corporation. 

[Notarial Seal] 

My Commission expires 

STATE OF LC(0^J.CJ-1(U^ 

COUNTY OF ({CLA4/<r\(^ 

Notary Public \Q 

JEANEHE P. MARKS. NOTARY PUBLIC 
PinSBURGH. ALLEGHENY COUNTY 

MY COMMISSION EXPIRES AUG. 3 .1985 
Member. Punnsylvinia Association of Notaries 

ss.: 

On this ̂ ^/^ day of^ T>^,^^L>r7 1982 
me personally appeared /vi ./ (^t^-r-a/*. , to me personal̂ l̂ : 
known, who, being by me duly sworn, says that he is a ' 

before 

of THE CONNECTICUT BANK AND TRUST COMPANY, that one of the 
seals affixed to the foregoing instrument is the corporate 
seal of said Corporation, that said instrument was signe(|,, 
and sealed on behalf of said Corporation by authority of its 
Board of Directors and he acknowledged that the execution of 
the foregoing instrument was the free act and deed of said 
Corporation. 

[Notarial Seal] 

My Commission expires 

Notary Public 

SHEiPtLTE M. D A N I E L S 
NOTARY PUBLIC 

MY COMMISSION EXPIRES MARCN 31 , 1985 



Charter Hire 
Payment Date 

December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 

31, 1981 
1982 
31, 1982 
1983 
31, 1983 
1984 
31, 1984 
1985 
31, 1985 
1986 
31, 1986 
1987 
31, 1987 
1988 
31, 1988 
1989 
31, 1989 
1990 
31, 1990 
1991 
31, 1991 
1992 
31, 1992 
1993 
31, 1993 
1994 
31, 1994 
1995 
31, 1995 
1996 
31, 1996 
1997 
31, 1997 
1998 
31, 1998 
1999 
31, 1999 
2000 
31, 2000 
2001 
31, 2001 
2002 
31, 2002 
2003 
31, 2003 

1 

Stipulated Loss Values 

and 

Termination Values 

Stipulated Loss 
Value Percentage* 

109.359387 
110.393655 
112.980990 
109.272549 
110.316811 
111.112610 
111.588919 
111.788723 
111.639968 
111.271345 
110.814469 
110.333769 
109.838121 
109.317383 
108.780806 
108.217818 
107.638002 
107.030468 
106.405435 
105.751416 
105.079148 
104.376825 
103.655893 
102.186122 
100.656498 
98.449860 
95.734641 
92.890981 
89.950896 
86.874767 
83.696164 
80.373462 
76.942557 
73.359867 
69.663428 
65.807277 
61.832637 
57.690603 
53.425697 
48.986167 
44.420660 
39.67406.2 
34.799516 
29.875251 
25.000000 

Schedule Two 
to 

Bareboat Charter 

Termination 
Value 

Percentage* 

102.315144 
108.274817 
110.819420 
107.925470 
108.942565 
109.710648 
110.158684 
110.329644 
110.151463 
109.752820 
109.265320 
108.753377 
108.225858 
107.672604 
107.102856 
106.506028 
105.891690 
105.248937 
104.587975 
103.897302 
103.187642 
102.447173 
101.687324 
100.177853 
97.720855 
95.028392 
92.244171 
89.330116 
86.318218 
83.168828 
79.915485 
76.516537 
73.007848 
69.345805 
65.568412 . 
61.629676 
57.570784 
53.342800 
48.990210 
44.461227 
39.804464 
34.964769 
29.995249 
24.974094 
20.000000 

* After payment of all other Hire due and payable on the applicable 
Charter Hire Payment Date. 



AMENDMENT NO. 1 TO 
AMENDED AND RESTATED BAREBOAT CHARTER 

This Amendment, dated December 27, 1982, to Amended 

and Restated Bareboat Charter dated as of March 18, 1982 

(the "Charter") between THE CONNECTICUT BANK AND TRUST 

COMPANY, not in its individual capacity but solely as owner 

trustee under the Trust Agreement (the "Shipowner"), dated 

as of October 1, 1981, as amended, between it and New England 

Merchants Leasing Corporation B-7 (the "Owner Participant"), 

and DRAVO MECHLING CORPORATION, a Delaware corporation, 

having its principal place of business at One Oliver Plaza, 

Pittsburgh, Pennsylvania 15222 ("Dravo"). 

WITNESSETH: 

WHEREAS, in connection with the refinancing on 

March 18, 1982 of certain interim debt which was furnished 

by Pittsburgh National Bank ("PNB") and incurred in connection 

with the purchase by the Shipowner of the barges covered 

by the Charter, Dravo paid interim charter hire in the 
It'I 

amount of $271,942.80, which amount equaled the amount 

of interest due on such interim debt and on June 30, 1982 

Dravo paid the first installment of Basic Charter Hire 

required pursuant to Section 3(a) of the Charter in the 

amount of $742,669.70. 

WHEREAS, the parties agree that as a result of 

a misunderstanding the aggregate amount of interim charter 
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hire and Basic Charter Hire heretofore paid by Dravo under 

the Charter during the year 1982, together with the amount 

of Basic Charter Hire payable on December 31, 1982, will be 

in excess of the amount which Dravo originally anticipated 

would be paid during the year 1982 by an amount equal to the 

amount of interim charter hire paid by Dravo on March 18, 

1982; and 

WHEREAS, the parties agree that on or before 

December 31, 1982, the Shipowner will refund such excess to 

Dravo and that the installments of Basic Charter Hire payable 

on December 31, 1982 and on each subseguent Charter Hire 

Payment Date should be adjusted accordingly. 

NOW, THEREFORE, in consideration of the foregoing 

and for other good and valuable consideration, the receipt 

and sufficiency of which is hereby acknowledged, the parties 

agree as follows: 

1. Section 3(a) of the Charter is hereby amended 

by (i) deleting "5.138188%" from line 6 and inserting "5.245463%" 

in lieu thereof, and (ii) deleting "6.280007%" from line 7 

and inserting "6.411121%" in lieu thereof. 

2. Schedule Two to the Charter is hereby amended 

by substituting therefor a new Schedule Two as set forth in 

Exhibit 1 hereto. 

3. On or before December 31, 1982, the Shipowner 

agrees to pay Dravo the amount of $271,942.80. 
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4. Except as herein amended, the Charter shall 

remain in full force and effect as originally executed 

on the date thereof. 

IN WITNESS WHEREOF, the parties hereto have caused 

this Amendment to be duly executed by their respective 

Officers thereunto duly authorized as of the day and year 

first above written. 

DRAVO MECHLING CORPORATION 

BY: / . ' U \ / / / U / / l 4 ^ ^ > i . t A ^ ^ ' ^ 
Vice President 

One Oliver Plaza 
Pittsburgh, Pennsylvania 15222 

Attention: Vice President, Finance 

THE CONNECTICUT BANK AND TRUST 
COMPANY, not in its individual 
capacity but solely as owner 
trustee as aforesaid 

ce President 

One Constitution Plaza 
Hartford, Connecticut 06115 

Attention: Corporate Trust Department 



COMMONWEALTH OF PENNSYLVANIA ) 

COUNTY OF ALLEGHENY 
) ss. : 
) 

On this jy-c/ day of } ) j M ^ ^ A i ^ J , 19^, before 
me personally appeared >/. O . " 1 4 4 ^ J ^ ^ ^ . A 7 7 1 , to me per­
sonally known, who, being 1^ mel..duly sworn, says that he is 
^ A ± L M £ 1 ^ 4 U ) ^ ^ DRAVO MECHLIN(3 CORPORATION, that one of the 
seaIfflAifixed to the foregoing instrument is the corporate 
seal of said Corporation, that said instrument was signed 
and sealed on behalf of said Corporation by authority of 
its Board of Directors and he acknowledged that the execution 
of the foregoing instrument was the free act and deed of 
said Corporation. 

[Notarial Seal] 

My Commission expires 

^/Lirf f r / ^ ^ J „ 4 U L 
Notary Public 

JEANEHE p. MARKS. NOTARY PUBLIC 
PITTSBURGH. ALLEGHENY COUNTY 

MY COMMISSION EXPIRES AU& 3.1985 
Member, Pennsylvania Association of Notanes 

L J 

STATE OF (j)OfOj^cyfitU^ 

COUNTY OF 
ss, 

"he^frr&'feD"! 
On this goM day of D a , ^ ^ L ^ , 1982 , before 

me personally appeared Al tr 77,s7-fi/L , to 
known, who, being by me duly sworn, says that 
of THE CONNECTICUT BANK AND TRUST COMPANY, that one of 
the seals affixed to the foregoing instrument is the corporate 
seal of said Corporation, that said instrument was signed 
and sealed on behalf of said Corporation by authority of 
its Board of Directors and he acknowledged that the execution 
of the foregoing instrument was the free act and deed of 
said Corporation. 

rr\Qsij.^t 

[Notarial Seal] 

My Conunission expires 

Notary Public 

SHERES M. DANIELS 
NOTARY PUBLIC 

MY COMMISSION f X P I R g MARCH 3 1 . 1985 



Stipulated Loss Values 

and 

Termination Values 

Schedule Two 
to 

Bareboat Charter 

Charter Hire 
Payment Date 

December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 
June 30, 
December 

31, 1981 
1982 
31, 1982 
1983 
31, 1983 
1984 
31, 1984 
1985 
31, 1985 
1986 
31, 1986 
1987 
31, 1987 
1988 
31, 1988 
1989 
31, 1989 
1990 
31, 1990 
1991 
31, 1991 
1992 
31, 1992 
1993 
31, 1993 
1994 
31, 1994 
1995 
31, 1995 
1996 
31, 1996 
1997 
31, 1997 
1998 
31, 1998 
1999 
31, 1999 
2000 
31, 2000 
2001 
31, 2001 
2002 
31, 2002 
2003 
31, 2003 

Stipulated Loss 
Value Percentage* 

109.359387 
109.027918 
112.330844 
109.277666 
110.657137 
111.736478 
112.412738 
112.746817 
112.652928 
112.260603 
111.747420 
111.210650 
110.655422 
110.077075 
109.477919 
108.854747 
108.208979 
107.537402 
106.842336 
106.118660 
105.371712 
104.596279 
103.805174 
102.272066 
100.673872 
98.371165 
95.545118 
92.612775 
89.584167 
86.477683 
83.262418 
79.928917 
76.468361 
72.870889 
69.126120 
65.227420 
61.183334 
56.978534 
52.662539 
48.196204 
43.648328 
38.958325 
34.204138 
29.502154 
25.000000 

Termination 
Value 

Percentage* 

102.315144 
106.909079 
110.169273 
107.930587 
109.282890 
110.334516 
110.982503 
111.287738 
111.164422 
110.742079 
110.198271 
109.630258 
109.043158 
108.432296 
107.799969 
107.142957 
106.462667 
105.755871 
105.024877 
104.264547 
103.480206 
102.666626 
101.836606 
100.263797 
97.749296 
94.949696 
92.054647 
89.051910 
85.951489 
82.771744 
79.481739 
76.07]ĵ 92 
72.533652 
68.856827 
65.031105 
61.049819 
56.921481 
52.630731 
48.227052 
43.671264 
39.032132 
34.249032 
29.399871 
24.600998 
20.000000 

* After payment of all other Hire due and payable on the applicable 
Charter Hire Payment Date. 



Consent 

The Maritime Administrator hereby consents to the 
execution and delivery of the Amended and Restated Bareboat 
Charters by the parties thereto in the respective forms 
attached hereto. 

United States of America 
Secretary of Transportation 

By: Maritime Administrator 

By: Assistant Secretary 
Maritime Administration 



AMENDMENT NO. 2 TO 
AMENDED AND RESTATED BAREBOAT CHARTER (NH-1) 

This Amendment, dated February 24, 1989, to Amended and 
Restated Bareboat Charter dated as of March 18, 1982, as amended 
by Amendment No. 1 dated December 27, 1982 (the ''Charter''), 
between THE CONNECTICUT BANK AND TRUST COMPANY, NATIONAL 
ASSOCIATION, not in its individual capacity but solely as owner 
trustee (the ''Shipowner'') under the Trust Agreement, dated as of 
April 1, 1981, as amended, between it and New England Merchants 
Leasing Corporation B-7, a Massachusetts Corporation (the "Owner 
Participant"), and NATIONAL MARINE, INC. (formerly called Dravo 
Mechling Corporation), a Delaware corporation, having its chief 
executive office at 1515 Poydras, Suite 1500, New Orleans, 
Louisiana 70152 (the "Charterer"). 

WITNESSETH: 

WHEREAS, the Shipowner and the Charterer have heretofore 
entered into the Charter pursuant to which the Shipowner let and 
demised to the Charterer, and the Charterer hired, the Vessels on 
the terms and conditions set forth therein; 

WHEREAS, as contemplated by the Refinancing Agreement, 
the Shipowner has on the date hereof refinanced its outstanding 
United States Government Guaranteed Ship Financing Obligations, 
DMC 1 Series (the "Title XI Obligations"), through the issuance 
of Secured Notes to NEMLC Leasing Corporation (the "Loan 
Participant") secured by, among other things, the Security . 
Agreement and the First Preferred Fleet Mortgage each dated the 
date hereof from the Shipowner to the Loan Participant; 

WHEREAS, as an inducement to refinance the Title XI 
Obligations and thereby relieve it of certain agreements with the 
Secretary of Transportation, the Charterer has agreed, among 
other things, to provide additional collateral to the Shipowner, 
as security for the performance of the Charterer's obligations 
under the Charter including a first preferred fleet mortgage on 
certain vessels (the "Collateral Mortgage")and a second preferred 
fleet mortgage on certain other Vessels (the "Second Preferred 
Fleet Mortgage") and to amend the Charter to conform it to the 
terms of the refinancing and in certain other respects. 

Filed with the Interstate Commerce Commission pursuant to 
49 U.S.C. § 11303 on February , 1989 at , recordation 
number 



NOW, THEREFORE, in consideration of the foregoing and for 
other good and valuable consideration, the receipt and 
sufficiency of which is hereby acknowledged, the parties agree as 
follows: 

Section 1. (i) The terms "Security Agreement" and 
"Mortgage" wherever used in the Charter are intended to refer to 
the Security Agreement and the Mortgage, respectively, as each 
has been executed and delivered on the date hereof by the Owner 
Trustee and the Loan Participant, (ii) all references in the 
Charter to the "Secretary", the "Secretary of Commerce", the 
"Secretary of Transportation", the "United States" and the 
"Depository" shall be deemed to be references to the "Loan 
Participant" unless the context otherwise requires and (iii) all 
references in the Charter to the Obligations shall be deemed to 
be references to the Secured Notes. 

Section 2. The Charter is hereby amended as follows: 

(a) Section l is hereby amended by changing the date 
"December 31, 2003" in the first sentence thereof to "December 
31, 2001." 

(b) The provisions of Section 2(b) are hereby restated 
as of the date hereof (it being understood that the phrases 
"Mortgage" and "Security Agreement" as used in said Section refer 
to the instruments executed on the date hereof) and the Charterer 
hereby specifically consents to the mortgage, pledge and 
assignment effected by the Assignment of Collateral Mortgage and 
the Assignment of Second Preferred Fleet Mortgage. 

(c) The first paragraph of Section 3(a) is hereby 
amended (i) by changing the phrase "forty four (44) 
installments" in the fourth line thereof to "forty (40) 
installments", (ii) by changing the nuinber "22" in the seventh 
line thereof to the number "18", (iii) by changing the date 
"December 31, 2003" in the last line thereof to "December 31, 
2001" and (iv) by deleting the second paragraph thereof. 

(d) Schedule Two to the Charter is hereby amended by 
substituting therefor a new Schedule Two as set forth in Exhibit 
1 hereto. 

(e) The phrase "Pittsburgh Clearing House" in the second 
sentence of Section 3(d) is hereby replaced by the phrase "New 
Orleans Clearing House." 

(f) Sections 3(e) and (f) are hereby deleted (but 
without relettering the subsequent sections). 

-2-



(g) Section 3(h) is hereby amended by changing the 
phrase "Obligations" in the fourth line thereof to the phrase 
"Secured Notes." 

(h) Section 3(1) is hereby amended by replacing the 
phrase "Depository Agreement" in the fifth, sixth and seventh 
lines thereof with the phrase "Security Agreement" and changing 
the phrase "Section 7" to "Section 10.01" in the seventh line 
thereof. 

(i) Section 4 is hereby amended by substituting the 
phrase "Note Closing Date" for the phrase "Obligation Closing 
Date" in the first and second sentences of the first paragraph 
thereof and by substituting the following for the "NOTICE OF 
FLEET MORTGAGE AND CHARTER" in the second sentence thereof: 

"NOTICE OF FLEET MORTGAGE AND CHARTER 

This Vessel is owned by The Connecticut Bank and 
Trust Company, National Association, not in its 
individual capacity but solely as trustee (the 
"Shipowner"), and is covered by a First Preferred Fleet 
Mortgage in favor of NEMLC Leasing Corporation under 
authority of Chapter 313 of Title 46 of the United States 
Code and is under Bareboat Charter to National Marine, 
Inc. No person has any right to create or permit to be 
placed upon this Vessel any lien whatsoever other than 
liens for wages of a stevedore when employed directly by 
Shipowner, National Marine, Inc. or the master or agent 
of this Vessel and for the wages of the crew in respect 
of this Vessel under certain conditions, for general 
average, or for salvage, or certain liens subordinate to 
the Mortgage incident to current operations or for 
repairs." 

(j) Section 5(d) is hereby amended by inserting a period 
after the word "Agreement" in the third line thereof and by 
deleting the remaining portion of the Section. 

(k) Section 8(c) is hereby amended (i) by deleting the 
phrase "Section 8.01 of Exhibit 1 to the Indenture and (ii) by 
deleting the last sentence thereof in its entirety. 

(1) Section 9 is hereby deleted in its entirety and the 
following is substituted therefor: 

"Section 9. Insurance. (a) The Charterer shall at all 
times while this Charter shall remain in effect maintain at its 
own expense: 

-3-



(i) protection and indemnity insurance with respect 
to each of the Vessels in such amounts, subject to such 
deductible or retention amounts, against such risks and 
under such forms as are then common or customary with 
respect to vessels similar to the Vessels and engaged in 
trades similar to the trades in which the Vessels are 
engaged by other owners and operators of such vessels, 
provided that such protection and indemnity insurance 
(including excess policies) shall in all events: 

(w) provide limits of liability of not less 
than $25,000,000 per occurrence (and contain no 
annual limits on liability); 

(x) provide for deductible or retained amounts 
not exceeding $1,000,000 per annum with respect to 
all vessels owned or chartered by the Charterer plus 
$10,000 per occurrence; 

(y) provide protection on an "occurrence" 
basis (rather than on a "claims made" basis); and 

(z) provide protection against liabilities 
arising out of pollution or the spillage or leakage 
of cargo; and 

(ii) marine, hull and machinery insurance on each 
of the Vessels under the latest (at the time of issue of 
the policies in question) forms of American or London 
Institute of Marine Underwriters, provided that such 
marine, hull and machinery insurance shall in all events: 

(x) be in an amount with respect to each 
Vessel that is not less than the greater of the full 
commercial value thereof and the applicable 
Stipulated Loss Value for such Vessel; 

(y) with respect to an accident, occurrence or 
event that does not result in an actual or 
constructive total loss of a Vessel or an agreed or 
compromised total loss of a Vessel, provide for 
deductible or retained amounts that do not exceed 
$750,000 per annum with respect to all vessels owned 
or chartered by the Charterer plus $25,000 per 
occurrence; and 

(z) with respect to an accident, occurrence or 
event that results in an actual or constructive 
total loss of a Vessel or an agreed or compromised 
total loss of a Vessel, provide for no deductible or 
retained amount. 

-4-



Any insurance maintained by the Charterer with respect to the 
Vessels shall in no event be lesser in amount, or subject to 
greater deductible or retention amounts, or cover fewer risks, or 
be under less favorable forms than the Charterer maintains with 
respect to other vessels owned or chartered by it that are 
similar to the Vessels and engaged in trades similar to the 
trades in which the Vessels are engaged. 

(b) All insurance policies required under paragraph 
(a) of this Section 9 shall: 

(i) name the Shipowner, in its individual capacity 
and as trustee, and each Participant as additional 
insureds and as loss payees in accordance with the 
provisions of paragraph (g) below, 

(ii) provide that in respect of the respective 
interests of the Shipowner and each Participant in such 
policies the insurance shall not be invalidated by any 
action or inaction of the Charterer or any other person 
(other than the Shipowner or such Participant, as the 
case may be) and shall insure the Shipowner and each 
Participant regardless of any breach or violation of any 
warranty, declaration or condition contained in such 
policies by the Charterer or any other person (other than 
the Shipowner or such Participant, as the case may be) 
and shall insure the Charterer and each Participant 
regardless of any breach or violation of any warranty, 
declaration or condition contained in such policies by 
the Charterer or any other person (other than the 
Shipowner or such Participant, as the case may be), 

(iii) provide that if such insurance is cancelled by 
the insurers for any reason whatsoever, or such insurance 
is allowed to lapse for non-payment of premium, or such 
insurance coverage is reduced or any other material 
change is made with respect thereto, then such 
cancellation, lapse, reduction or change shall not be 
effective as to the Charterer, the Shipowner or any 
Participant for 30 days after receipt by the Charterer, 
the Shipowner and such Participant, respectively, of 
written notice by such insurers of such cancellation, 
lapse, reduction or material change, and 

(iv) provide that there shall be no recourse 
againist the Shipowner (except to the extent of its 
interest in the Vessels) or any Participant for the 
payment of premiums, commissions, club calls, assessments 
or advances. 

Each insurance policy with respect to protection and indemnity 
insurance shall: 
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(i) be primary without right of contribution from 
any other insurance which is carried by the Shipowner or 
any Participant and 

(ii) expressly provide that all of the provisions 
thereof, except the limits of liability, shall operate in 
the same manner as if there were a separate policy 
covering each insured. 

(c) The Charterer shall not permit any of the 
Vessels to undertake any voyage or participate in any venture or 
transport any cargo which is not permitted by the insurance then 
in effect. 

(d) The Charterer shall deliver to the Shipowner 
copies of all certificates and, if requested by the Shipowner, 
copies of all binders and policies with respect to insurance from 
time to time carried on the Vessel pursuant to this Section 9. 
In addition, on or before January 31 in each year commencing 
January 31, 1990, the Charterer shall furnish or cause to be 
furnished to the Shipowner a signed report by independent marine 
insurance brokers, selected by the Charterer and acceptable to 
the Shipowner, describing in reasonable detail the insurance 
pursuant to this Section 9 and stating that in the opinion of 
such brokers such insurance complies in all material respects 
with the terms of this Section 9. 

(e) The Charterer shall, at its own expense, have 
the duty and responsibility to make all proofs of loss and take 
all other steps necessary to collect from underwriters, insurance 
companies or funds any loss under any insurance with respect to 
any of the Vessels obtained by the Charterer as required by this 
Section 9. 

(f) Nothing in this Section 9 shall prohibit the 
Shipowner or any Participant from placing additional insurance on 
or with respect to any of the Vessels or the operation thereof, 
unless such insurance would conflict with insurance that is 
carried by the Charterer. In the event that the Charterer shall 
fail to maintain any insurance which it is required to maintain 
pursuant to this Section 9, the Shipowner may at its sole option 
provide such insurance and, in such event, the Charterer shall, 
upon demand, reimburse the Shipowner for the costs thereof 
without waiver of any other additional rights the Shipowner may 
have. 

(g) . Any sums payable as a result of a loss under 
insurance on any of the Vessels with respect to protection and 
indemnity risks, including liability arising out of pollution or 
the spillage or leakage of cargo or collision or tower's 
liability, may be paid directly to the person to whom any 
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liability covered by such insurance has been incurred or, if the 
liability insured against has been discharged, to the Shipowner, 
any Participant or the Mortgagor to reimburse it or them for any 
loss, damage or expense insured by it or them and covered by 
such insurance. Each policy of insurance maintained under clause 
(ii) of paragraph (a) of this Section 9 shall provide that any 
payment that is to be made under such policy (other than with 
respect to protection and indemnity risks) shall be made solely 
to the Shipowner if such payment (i) is in respect of losses 
equal to or greater than $50,000, or (ii) is in respect of an 
actual or constructive total loss of a Vessel or an agreed or 
compromised total loss of a Vessel, or (iii) without regard to 
the amount or character of the loss, is made after the insurer 
has received notice from the Shipowner or any Participant that an 
Event of Default has occurred and is continuing, and before such 
notice is rescinded. Any such insurance recoveries to which the 
Shipowner shall be so entitled pursuant to the preceding sentence 
shall be applied as follows: 

(1) In the event that the insurance becomes 
payable on account of an accident, occurrence or event 
involving a Vessel that does not result in an actual or 
constructive total loss or an agreed or compromised total 
loss of such Vessel, 

(A) if no Event of Default shall have 
occurred and be continuing, the Shipowner shall, 
upon the written request of the Charter, (i) apply 
the proceeds of insurance to pay, or consent that 
the underwriters pay, directly for repairs, 
liabilities, salvage claims or other charges and 
expenses (including labor charges due or paid by the 
Charterer) with respect to such Vessel that are 
covered by the policies, or (ii) to the extent that 
the Charterer shall have repaired the damage to such 
Vessel and paid the cost thereof or discharged or 
paid such liabilities, salvage claims or other 
charges and expenses with respect to such Vessel 
(such fact having been certified to in a certificate 
of an authorized officer of the Charterer 
("Officer's Certificate") delivered to the 
Shipowner, accompanied by written confirmation by 
the underwriter, a surveyor, an adjuster or a marine 
insurance broker), apply the proceeds of insurance 
to reimburse, or consent that the underwriters 
reimburse, the Charterer therefor, and (iii) (after 
all known damages with respect to the particular 
loss shall have been repaired, except to the extent 
the Charterer with the written consent of the 
Shipowner deems the said repair inadvisable, and all 
known costs, liabilities, salvage claims, charges 
and expenses with respect to such Vessel that are 
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covered by the policies shall have been discharged 
or paid, such fact having been certified to by an 
Officer's Certificate delivered to the Shipowner, 
accompanied by written confirmation by the 
underwriter, a surveyor, an adjuster or a marine 
insurance broker) pay, or consent that the 
underwriters pay, any balance of the proceeds of 
insurance to the Charterer; or 

(B) if an Event of Default shall have 
occurred and be continuing, no payment shall be made 
to the Charterer but all proceeds of insurance 
received by the Shipowner shall, so long as any 
Event of Default shall have occurred and be 
continuing, (y) be applied by the Shipowner, if it 
so elects, for the purposes stated in clause (A) of 
this subparagraph (1) or (z) be applied in the 
manner provided in subparagraph (2) of this 
paragraph (g) as if a total loss of the Vessel had 
occurred; 

(2) In the event that the insurance becomes 
payable on account of an accident, occurrence or event 
involving a Vessel that results in an actual or 
constructive total loss or an agreed or compromised total 
loss of such Vessel, the Charterer shall forthwith 
deposit with the Shipowner any insurance money which the 
Charterer receives on account of such loss together with 
an amount from the Charterer's own funds equal to any 
deductible or retention amount applicable to such loss 
under such policies of insurance (which payment by the 
Charterer shall be deemed to be insurance proceeds for 
all purposes of this Charter), and any such insurance 
moneys recovers by the Shipowner (whether from the 
Charter, any insurer or otherwise) shall be applied by 
the Shipowner in accordance with the provisions of 
Section 2.09 of the Security Agreement. 

(h) During the continuance of a taking, requisition 
or charter of the use of any of the Vessels by the United States 
of America, the provisions of this Section 9 shall be deemed to 
have been complied with in all respects as to such Vessel or 
Vessels if the United States Government shall have agreed (i) to 
reimburse the Shipowner and the Charterer for loss or damage 
resulting from the risks indicated in paragraph (a) of this 
Section 9, or (ii) that the Shipowner and the Charterer shall be 
entitled to just compensation therefor. In the event of any 
taking, requisition or charter of any of the Vessels contemplated 
by this paragraph (h), the Charterer shall promptly fumish to 
the Shipowner an Officer's Certificate stating that such taking, 
requisition or charter has occurred and that the United States 
Government has agreed (i) to reimburse the Shipowner and the 
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Charterer for loss or damage resulting from the risks indicated 
in paragraph (a) of this Section 9 or (ii) that the Shipowner and 
the Charterer are entitled to just compensation therefor. 

(i) In the event that any claim or lien is asserted 
against any of the Vessels for loss, damage or expense which is 
covered by insurance hereunder and it is necessary for the 
Charterer to obtain a bond or supply other security to prevent 
arrest of such Vessel or Vessels, or to obtain the release of 
such Vessel or Vessels from arrest on account of said claim or 
lien, the Shipowner, upon the written request of the Charterer, 
may, but shall not be required to, assign all or any part of its 
right, title and interest in and to said insurance covering such 
loss, damage or expense, to any person executing a surety or 
guaranty bond or other agreement to save or release such Vessel 
or Vessels from such arrest as collateral security to indemnify 
against liability under said bond or other agreement. 

(m) Section 13(g) of the Charter is hereby deleted in 
its entirety. 

(n) The second sentence of Section 14(a) of the Charter 
is hereby deleted in its entirety. 

(o) Section 15 is hereby amended by deleting the phrase 
"Ship Mortgage Act, 1920, as amended" in the eighth line thereof 
and substituting therefor the phrase "Chapter 313 of Title 46 of 
the United States Code." 

I 

(p) Section 17 is hereby amended by deleting the second 
sentence thereof in its entirety. 

(q) Section 18 is hereby amended by deleting the last 
sentence thereof in its entirety. 

(r) Section 19 is hereby amended as follows: 

(i) paragraph (a) is hereby amended by deleting the 
phrase "or (iii) the giving of a Secretary's Notice to 
the Indenture Trustee by the Secretary with respect to 
such failure;"; 

(ii) paragraph (b) is hereby deleted in its 
entirety and the following is substituted therefor: 

"(b) an Event of Default shall have occurred under 
the Related Amended and Restated Bareboat Charter; 
or"; 

(iii) paragraph (c) is hereby amended by (x) 
deleting the phrase "the earlier of (i)" in the fourth 
line thereof and (y) deleting the phrase "or (ii) the 

-9-



giving of a Secretary's Notice to the Indenture Trustee 
by the Secretary with respect to such failure"; 

(iv) paragraph (d) is hereby amended by inserting 
after the phrase "Agreement" in the fourth line thereof 
the phrase "the Refinancing Agreement, the Collateral 
Mortgage or the Second Preferred Fleet Mortgage"; 

(v) paragraph (e) is hereby amended by (x) 
inserting after the phrase "Agreement" in the second line 
thereof the phrase "the Refinancing Agreement, the 
Collateral Mortgage or the Second Preferred Fleet 
Mortgage", (y) inserting after the phrase "Agreement" in 
the ninth line thereof the phrase "or the Refinancing 
Agreement" and (z) deleting the phrase "the lesser of 
(i)" in the tenth line thereof and the phrase "or (ii) 
the giving of a Secretary's Notice to the Indenture 
Trustee by the Secretary with respect to such condition"; 
and 

(vi) paragraph (g) shall be deleted in its 
entirety. 

(s) Section 20(a) of the Charter is hereby amended by 
(x) deleting the phrase "prior to the giving of a Secretary's 
Notice with respect thereto" in the third and fourth lines 
thereof and (y) deleting the phrase "and the Indenture Trustee" 
from the fifth line thereof. 

(t) Section 22 is hereby amended by (x) deleting in the 
first sentence thereof the address of the "Secretary" and 
substituting the Loan Participant's address at "28 State Street, 
P.O. Box 2332, Boston, MA 02109", and (y) by substituting in the 
last line of the second sentence thereof the phase "Refinancing 
Agreement" for the phrase "Participation Agreement." 

(u) Section 25 is hereby deleted in its entirety and the 
following shall be substituted therefor: 

"Section 25. Change of Name. The Charterer shall not 
change its name without the prior written notice to the Shipowner 
and the Loan Participant." 

(V) Section 26 is hereby amended by deleting in the 
tenth and eleventh and twelfth lines thereof the phrase "the 
Guarantees shall have terminated pursuant to Section 3.05(1), (2) 
and (4) of Exhibit 1 to the Security Agreement and the Guarantee 
Agreement,". 

(w) Paragraph (3) of Section 27 is hereby amended by 
deleting Schedule X in its entirety and substituting therefor 
Schedule X attached hereto and by amending Schedule X attached 
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hereto to add the following definitions in their proper 
alphabetical order: 

"Assignment of Collateral Mortgage" means the Assignment 
of the First Preferred Fleet Mortgage (NMI-1) dated the Note 
Closing Date from the Owner Trustee to the Loan Participant, as 
the same may be modified, amended or supplemented from time to 
time in accordance with the applicable provisions thereof. 

"Assignment of Second Preferred Fleet Mortgage" means the 
Assignment of the Second Preferred Fleet Mortgage (NMI-1) dated 
the Note Closing Date from the Owner Trustee to the Loan 
Participant, as the same may be modified, amended or supplemented 
from time to time in accordance with the applicable provisions 
thereof. 

"Collateral Mortgage" means the First Preferred Fleet 
Mortgage (NMI-1) dated the Note Closing Date from the Charterer 
to the Owner Trustee, as the same may be amended, modified or 
supplemented in accordance with applicable provisions thereof. 

"Related and Amended Restated Bareboat Charter" means the 
Amended and Restated Bareboat Charter dated March 18, 1982, as 
amended, between the Charterer and The Connecticut Bank and Trust 
Company, as Owner Trustee, relating to forty barges named DM 3001 
through DM 3040. 

"Second Preferred Fleet Mortgage" means the Second 
Preferred Fleet Mortgage dated the Note Closing Date from the 
Charterer to the Owner Trustee, relating to forty barges named DM 
3001 through DM 3040, as the same may be modified, amended or 
supplemented from time to time in accordance with the applicable 
provisions. 

(x) Section 28 is hereby amended by deleting the third 
sentence in the second paragraph thereof in its entirety. 

(y) a new Section 29 is hereby inserted after Section 28 
to provide as follows: 

Section 29. Financial Covenants. 

(a) Stockholders' Equity. The Charterer shall at all 
times maintain a Stockholders' Equity equal to not less than Ten 
Million Dollars ($10,000,000). 

(b) Workina Capital. The Charterer shall at all times 
maintain Working Capital equal to not less than One Dollar ($1). 

(c) Total Consolidated Indebtedness to Stockholders' 
Equity. The Charterer shall not permit or suffer the ratio of 
Total Consolidated Indebtedness to Stockholders' Equity to be 
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(i) greater than five to one at any time from the date hereof to 
and including December 31, 1993, and (ii) greater than four and 
one half (4.5) to one at all times thereafter. In addition, at 
all times after December 31, 1993, the Charterer shall use its 
best efforts to reduce or maitain such ratio to a level no 
greater than four to one. 

(d) Distributions. The Charterer and its subsidiaries 
shall not (i) make any Distributions in any Fiscal Year in an 
amount that exceeds, in the aggregate, fifty percent (50%) of 
After-Tax Profits for the preceding Fiscal Year or (ii) make any 
Distribution at any time when a Default Condition shall have 
occurred and be continuing, excluding any Distributions made by a 
subsidiary to the Charterer. 

(e) Consolidation. Merger. Dissolution. Sale of Assets. 
Etc. Except with the prior written consent of each of the 
Participants, the Charterer shall not directly or indirectly: 

(i) consolidate with or merge into any other person 
or permit any other person to consolidate with or merge 
into the Charterer; or 

(ii) dissolve, liquidate or wind up its business 
and affairs; or 

(iii) sell, convey, lease or otherwise dispose of 
its property as an entirety or substantially as an 
entirety to any other person; or 

(iv) sell, convey, lease, chaxrter, assign, transfer 
or otherwise dispose of assets during any period of 12 
consecutive calendar months (excluding for such purpose 
any sale, lease or charter in the ordinary and regular 
course of the Charterer's business, as such business was 
conducted during the most recent fiscal year ended before 
the date of this instrument, of property that is held by 
the Charterer for such sale, lease or charter) that 
represent more than ten percent (10%) of all of the 
assets owned by the Charterer at the beginning of such 
12-month period, as determined in accordance with GAAP; 
or 

(v) abandon or dispose of any property of the 
Charterer without receiving reasonable consideration 
therefor, unless the Charterer reasonably determines that 
such property is worn out, obsolete or surplus to the 
needs of the Charterer and that a sale or transfer of 
such property for consideration is not economically 
practicable. 

(f) Certain Defined Terms. The following terns shall 
have the respective meanings set forth below for all purposes of 
this Section 29: 
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"After-Tax Profits" shall mean, for any Fiscal Year, the 
consolidated net income of the Charterer and its subsidiaries for 
such Fiscal Year after deducting all charges which should be 
deducted before arriving at consolidated net income for such 
Fiscal Year, all determined in accordance with GAAP as approved 
by independent public accountants, and (without duplication) 
deducting the Allowance for Taxes for such Fiscal Year. For 
purposes of the preceding sentence, the "Allowance for Taxes" for 
any Fiscal Year shall mean an amount equal to all taxes imposed 
on or measured by net income, whether federal, state or local, 
and whether foreign or domestic, that are paid or payable by the 
Charterer and its subsidiaries in respect of such Fiscal Year, 
provided that if the Charterer and its subsidiaries are members 
of a larger consolidated group of corporations in respect of any 
Fiscal Year, the Allowance for Taxes shall be equal to the 
highest of (i) the Allowance for Taxes determined without 
reference to this proviso, or (ii) the amount of all taxes that 
would be imposed on or measured by net income that would be paid 
or payable by the Charterer and its subsidiaries if they were not 
members of such consolidated group, or (iii) the total ofjail 
taxes imposed on or measured by net income that are paid or 
payable by the Charterer and its subsidiaries plus the amount of 
any payments made or required to be made to any other members of 
such consolidated group under any tax sharing arrangement or that 
are otherwise in lieu of the payment of such taxes. 

"Default Condition" shall mean any default, breach or 
similar event or condition that would entitle any holder or 
holders of any Indebtedness of the Charterer or any subsidiary of 
the Charterer, or of any Indebtedness of any other person that is 
Guaranteed by the Charterer or any subsidiary of the Charterer, 
or any fiduciary acting on behalf of any such holder or holders, 
(i) to accelerate the maturity of any such Indebtedness, either 
in whole or in part, or (ii) to exercise any remedies against any 
property owned by the Charterer or any subsidiary of the 
Charterer that is subject to any mortgage, pledge, lien, charge, 
security interest or similar encumbrance on any property owned by 
such person, or (iii) to exercise any remedies under any lease or 
charter covering any property leased or chartered to the 
Charterer or any subsidiary of the Charterer, or (iv) to demand 
any payment or payments from the Charterer or any subsidiary 
under any Guarantee (other than any such payments that the 
Charterer or such subsidiary is obligated to make in the ordinary 
and regular course of its own business); provided that a Default 
Condition shall no longer be deemed to exist in the event that 
the default, breach or similar event or condition referred to 
above with respect to the applicable Indebtedness shall have been 
cured by the Charterer in accordance with the teznns of such 
Indebtedness. 

"Distribution" shall mean and include, with respect to 
the Charterer or any subsidiary of the Charterer, (i) the 
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declaration or payment of any dividend or other distribution on 
its capital stock, (ii) the purchase, redemption or other 
acquisition or retirement for value of any shares of the capital 
stock of the Charterer or of any Affiliate, (iii) the making of 
any investment in any Affiliate (except an investment in a 
wholly-owned subsidiary of the Charterer or such subsidiary, as 
the case may be, or an investment by such subsidiary in the 
Charterer), or (iv) any payment to any Affiliate on account of 
the principal of any Indebtedness to any affiliate (except a 
payment to a wholly-owned subsidiary of the Charterer or such 
subsidiary, as the case may be, or a payment by such subsidiary 
to the Charterer), or (iv) any other payment made or property 
transferred to any Affiliate to the extent that such payment or 
the fair market value of such property exceeds the amount that 
would have been paid in a similar transaction conducted on an 
arms-length basis with a person who is not an Affiliate. 

"Fiscal Year" shall mean the fiscal year of the 
Charterer, which begins on January 1 and ends on December 31 of 
each calendar year* 

[paragraph intentionally omitted] 

"GAAP" shall mean generally accepted accounting 
principles as defined by the Financial Accounting Standards Board 
or any organization succeeding to the functions of such Board, as 
from time to time supplemented and amended, consistently applied 
or applied in accordance with alternative, supplemental or 
amended generally accepted accounting principles with the 
approval of the independent public accountants for the Charterer. 
All accounting terms not specifically defined herein shall be 
construed in accordance with GAAP, and all financial information 
submitted pursuant to this Charter shall be prepared in 
accordance with GAAP except as otherwise required by the express 
provisions of this Charter. 

"Guarantee" by any person shall mean (i) all guarantees, 
sales with recourse, endorsements (other than for collection or 
deposit in the ordinary course of business) and other 
obligations, contingent or otherwise, to pay, purchase, 
repurchase or otherwise acquire or become liable in respect of 
any Indebtedness of others, (ii) without limiting the generality 
of the foregoing, all obligations, contingent or otherwise, to 
purchase products, supplies or other property or services from 
others under agreements requiring payment therefor regardless of 
the non-delivery or non-furnishing thereof, or to make 
investments in others, or to maintain the capital, working 
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capital, solvency or general financial conditions of others, or 
to indemnify others against or hold them harmless from damages, 
losses and liabilities, all under circumstances intended to 
enable such others or any others to discharge any of their 
Indebtedness or to comply with agreements relating to their 
Indebtedness or otherwise to assure or protect their creditors 
against loss in respect of such Indebtedness. "Guaranteed" shall 
have a meaning correlative to the definition of "Guarantee." 

"Indebtedness" as applied to any person shall mean all 
obligations and reserves which in accordance with GAAP should be 
reflected on the liability side of such person's balance sheet, 
ineluding without limitation all leases and charters that are so 
required to be reflected on the liability side of such person's 
balance sheet, but excluding Stockholders' Equity. 

"Stockholders' Equity" shall mean, at any time, the 
amount of stockholders' equity or comparable line item which in 
accordance with GAAP would appear on a consolidated balance sheet 
of the Charterer and its subsidiaries. 

"Total Consolidated Indebtedness" shall mean, at any 
time, the aggregate amount of all Indebtedness of the Charterer 
and its subsidiaries at such time, including Indebtedness 
constituting current liabilities of the Charterer or its 
subsidiaries, but excluding any Indebtedness of a subsidiary 
which is owed to the Charterer. 

"Working Capital" shall mean, at any time, the Current 
Assets of the Charterer at such time less the Current Liabilities 
of the Charterer at such time. For purposes of the foregoing 
definition, the term "Current Liabilities" shall mean current 
liabilities determined in accordance with GAAP, excluding any 
obligations on account of loans made under any revolving loan 
facility with a bank or financial institution and any accrued 
obligations on account of rent or hire under any operating lease 
(except, in either case, obligations that are due and payable at 
the time of determination) and Current Assets shall include the 
current portion determined in accordance with GAAP, of all 
intercompany and affiliate company notes and accounts 
receivable. 

(g) Review of Financial Covenants. Upon tbe request of 
either the Charterer or the Shipowner, the parties shall in good 
faith review the covenants set forth in this Section 29 for the 
purpose of determining whether changes in such covenants may be 
appropriate. Neither the parties hereto nor any Participant 
shall have any obligation whatsoever to make or cause to be made 
any changes in such covenants. 

(h) Information and Reports to be Furnished bv the 
Charterer. 
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(i) Promptly upon becoming aware of the existence 
of any condition or event which constitutes an Event 
of Default or a Default by the Charterer or any 
condition or event which, with the passage of time 
or notice or both would constitute such and Event of 
Default pursuant to the provisions of this Charter 
or the other Principal Documents to which the 
Charterer is a party, the Charterer shall give the 
Shipowner and each Participant written notice 
thereof specifying the nature of such condition or 
event. 

(ii) In addition to the financial information to be 
provided by the Charterer as set forth in other 
Principal Documents, the Charterer will provide the 
Shipowner and each Participant with: (a) quarterly 
consolidated and consolidating financial statements 
of the Charterer and its subsidiaries (including 
their balance sheets, statements of income and 
surplus account,' statements of changes in financial 
position and statement of profit and loss; which 
statements of profit and loss shall include a 
statement of profit and loss based on the cost of 
inventory calculated on a first-in-first-out basis), 
within thirty (30) days after the end of their first 
three (3) fiscal quarters, accompanied by a 
certificate of the President of Chief Financial 
Officer of the Charterer stating that such financial 
statements were prepared in accordance with general 
accepted accounting principles consistently applied 
and fairly, accurately and completely present the 
results of operations and financial condition of the 
Charterer and its subsidiaries for the fiscal 
quarter then ended and as of the end of such fiscal 
quarter subject to normal year end adjustment; (b) 
annual consolidated and consolidating financial 
statements of the Charterer and its subsidiaries 
(including their balance sheets, statements of 
income and surplus account, statements of changes in 
financial position and statements of profit and 
loss; which profit and loss statements shall include 
a statement of profit and loss based on the cost of 
inventory calculated on a first-in-first-out basis) 
within ninety (90) days after the end of each fiscal 
year, together with the opinion of independent 
certified public accountants, which accountants 
shall be a nationally recognized independent 
accounting firm selected by the Charterer and 
reasonably acceptable to the Shipowner and the 
Participants, that such consolidated and 
consolidating financial statements have been 
prepared in accordance with generally accepted 
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accounting principles consistently applied, and 
present fairly, accurately and completely the 
results of operations and financial condition of the 
Charterer and its subsidiaries for the year then 
ended and as of the end of such year; (c) promptly 
after delivery thereof, any management letters and 
reports by such independent certified public 
accountants to the Charterer; and (d) such schedules 
of Accounts, together with any further financial and 
other information regarding the Vessels or other 
collateral, as the Shipowner or any Participant may 
reasonably request from time to time. 

(iii) Simultaneously with the delivery of each of 
the annual consolidated and consolidating financial 
statements as set forth herein, the Shipowner and 
each Participant shall receive a certificate 
executed by the Chief Financial Officer of the 
Charterer certifying the absence (or existence) of 
any Event of Default pursuant to the provisions 
hereof and the absence (or existence) of any event 
or condition which, with the passage of time or the 
giving of notice or both would constitute an Event 
of Default. Should any such Event of Default or 
event of condition exist, said certificate shall set 
forth such event or condition or Event of Default in 
reasonable detail together with a description of any 
action contemplated being taken with respect 
thereto. 

(iv) The Charterer will promptly notify the 
Shipowner and each Participant in writing of any 
investigation, action, suit, proceeding or claim 
which would result in any material adverse change in 
their business, properties, assets, goodwill or 
condition, financial or otherwise. 

(V) The Charterer will promptly provide the 
Shipowner and each Participant with any information, 
notices, requests or reports filed with, or 
furnished to, or received from any governmental or 
regulatory authority which is material to the 
Charterer. 

Section 3. Except as herein amended, the Charter shall 
remain in full force and effect as originally executed on the 
date thereof. 

Section 4. This Amendment No. 2 to Amended and Restated 
Bareboat Charter may be executed in any number of counterparts, 
each of which shall be an original, but all of which together 
shall constitute one and the same instrximent. 
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IN WITNESS WHEREOF, the parties hereto have caused this 
Amendment to be duly executed by their respective Officers 
thereunto duly authorized as of the day and year first above 
written. 

NATIONAL MARINE, INC. 

BY:. 
Vice President 

1515 Poydras 
Suite 1500 
New Orleans, Louisiana 70152 

Attention: President 

THE CONNECTICUT BANK AND TRUST 
COMPANY, NATIONAL ASSOCIATION, 
not in its individual capacity 
but solely as owner trustee as 
aforesaid 

BY: 
Assistant Vice President 

One Constitution Plaza 
Hartford, Connecticut 06115 

Attention: Corporate Trust 
Department CTHMA06K 

-18-



ALL OF THE SHIPOWNER'S RIGHT, TITLE AND INTEREST IN AND 
TO THE ABOVE-MENTIONED CHARTER AS AMENDED HEREBY ("THE CHARTER 
AMENDMENT") AND ALL HIRE DERIVED THEREFROM ARE SUBJECT TO A 
SECURITY INTEREST IN FAVOR OF NEMLC LEASING CORPORATION. IN 
ACCORDANCE WITH THE PROVISIONS OF A SECURITY AGREEMENT BETWEEN 
THE SHIPOWNER AND NEMLC LEASING CORPORATION AS SECURED PARTY TO 
THE EXTENT THAT SUCH CHARTER MAY BE DEEMED TO CONSTITUTE "CHATTEL 
PAPER" UNDER THE UNIFORM COMMERCIAL CODE OF ANY JURISDICTION, NO 
SECURITY INTEREST MAY BE OBTAINED IN SUCH CHARTER EXCEPT BY 
POSSESSION OF THE COUNTERPART OF THE CHARTER AND THE CHARTER 
AMENDMENT DENOTED "COUNTERPART NO. 1". 
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Exhibit 1 

Charter Hire 
Payment Date 

2/24/89** 
6/30/89 
12/30/89 
6/30/90 
12/30/90 
6/30/91 
12/30/91 
6/30/92 
12/30/92 
6/30/93 
12/30/93 
6/30/94 
12/30/94 
6/30/95 
12/30/95 
6/30/96 
12/30/96 
6/30/97 
12/30/97 
6/30/98 
12/30/98 
6/30/99 
12/30/99 
6/30/00 
12/30/00 
6/30/01 
12/30/01 

StiDUlated Loss Values 
and 

Termination Values 

Stipulated Loss 
Value Percentaae* 

109.605165 
108.177173 
107.614228 
106.193178 
104.643705 
103.035962 
101.378571 
99.659261 
97.886533 
94.873565 
91.761394 
88.535534 
85.205047 
81.753405 
78.189415 
74.496288 
70.682562 
66.731168 
62.650357 
58.429285 
54.170294 
49.754825 
45.177160 
40.431371 
35.511318 
30.410635 
25.000378 

Schedule Two 
to 

Bareboat Charter 

Termination 
Value 

P^rcentaqe* 

108.178120 
106.700548 
106.063772 
104.565199 
102.934327 
101.241114 
99.493982 
97.680442 
95.808773 
92.691917 
89.470663 
86.130267 
82.679517 
79.101598 
75.405018 
71.572671 
67.612764 

, 63.507880 
59.265904 
54.875610 
50.438935 
45.836898 
41.063337 
36.111857 
30.975828 
25.648371 
20.000000 

* After payment of all other Hire due and payable on the 
applicable Charter Hire Payment Date. 

** Closing Date 
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EXHIBIT 6 to 
SECURITY AGREEMENT 

Participation Agreement, 
as amended 



\m 

PARTICIPATION AGREEMENT 

dated as of 

April 1, 1981 

among 

DRAVO MECHLING CORPORATION, 

Charterer, 

NEB7 ENGLAND MERCHANTS LEASING CORPORATION B-7, 

0«mer Participant, 

THE CONlilECTICUT BANK AND TRUST COMPANY, 
in its individual i:apacity .ind as owner trustee. 

Shipowner 

and 

PITTSBURGH NATIONAL BANK, 

Lender 

20 Box Hopper Barges 
With Roll Top Covers 

Hull Nos. 8231 through 8250 

(. 
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Index to Partipation Agreement 

Section No. Title Page No. 

1. Definitions 2 

2. Investments by the Owner Participant; 
Loans by the Lender 2 

3. Undertakings by the Shipowner; 
Acceptance of Vessels 5 

4. Representations and Warranties 
of the Charterer 6 

5. Representations and Warranties 
J. of the Owner Participant 9 

6. Representations and Warranties . 
6f the Shipowner 12 ^ 

7. Representations and Warranties of the 
Lender '• 14 

• • 

8. Conditions to the Obligations of the 
Owner Participant and the Lender 14 

9. Conditions to the Obligations of the 

; Charterer 25 

10. General Tax Indemnity 26 

11. Special Income Tax Indemnity 31 

^ 1-2. General Inĉ .emnity 40 

13. Notices 43 

14. Headings 43 

* This Index is not part of this Participation Agreement. 
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15. 

16. 

17. 

18. 

19. 

20. 

21. 

22. 

23. 

24. 

Exhibit A 
Exhibit B 
Exhibit C 
Exhibit D 
Exhibit E 
Exhibit F 
Exhibit G 
Exhibit H 
Schedule X 

Representations and Warranties 

to Survive Delivery 43 

Section 48(d) Election 43 

Owner Participant's and Shipowner's Liens 44 
Concerning the Owner Participant emd 

the Shipowner 44 

Refinancing 46 

Citizenship of the Parties 47 

Employee Retirement Income Security 

Act Of 1974 47 

Transfer of Owner Participant's Interests 48 

Change in Hire Factors 50 

Miscellaneous 52 

Construction Contract Assignment 
Security Agreement 
First Preferred Fleet Mortgage 
Bareboat Charter 
Guaranty 
Consent of Shipbuilder 
Form of Certificates of Shipowner's Cost 
Tmast Agreement 
Definitions 
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This PARTICIPATION AGREEMENT, dated as of April 1, 
1981, among DRAVO MECHLING CORPORATION, a Delaware corporation 
(the "Charterer"), NEW ENGLAND MERCHANTS LEASING CORPORATION 
3-7, a Massachusetts corporation (the "Owner Participant"), 
THE CONNECTICUT BANK AND TRUST COMPANY, a Connecticut banking 
corporation, in its individual capacity for purposes of Sections 
6, 17 and 18(b) hereof (the "Bank"), and otherwise solely as 
owner trustee under the Trust Agreement, dated as of the date 
hereof, between it and the Owner Participant (in its capacity 
as owner trustee, the "Shipowner") and PITTSBURGH NATIONAL BANK, 
a national banking association (the "Lender"). 

PRELIMINARY STATEMENT 

A. As provided in Section 1 hereof, the capitalized 
terms used herein which are defined in Schedule X hereto or 
by reference therein to other agreements or instruments shall, 
unless otherwise defined herein, have the respective meanings 
stated in Schedule X or such other agreementa or instruments. ' 

B. The Charterer has entered into the Construction 
Contract with the Shipbuilder providing for the construction 
of the Vessels; 

C. The Charterer wi.'s.l assign to the Shipowner its 
rights under the Construction Contract pursuant to the 
Construction Contract Assignment substantially in the form of 
Exhibit A hereto; 

D. The Shipowner will purchase the Vessels in 
accordance with the terms hereof and of the Construction Contract 
and the Construction Contract Assignment, which purchase will 
be financed in part by an investment or investments by the Owner 
Participant and in part by a loan or loans from the Lender wiich 
will be evidenced by one or mere Secured Notes, which Secured 
Notes will be secured by the Security Agreement substantial]/ 
in the form of Exhibit B hereto, and by the Mortgage 
substantially in the form of Exhibit C hereto on the Vessela 
delivered on the first Delivery Date and by a Mortgage Supplement 
in respect of the Vessels delivered on each succeeding Delivery 
Date and substantially in the form attached to the Mortgage; 

E. The Charterer will charter the Vessels from the 
Shipowner pursuant to the Charter substantially in the form 
of Exhibit D hereto; 

F. The Guaremtor will guaranty certain of the Owner 
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Participant's obligations hereunder pursuant to the Guaranty 
svibstantially in the form of Exhibit E hereto; 

G. The Bank and the Owner Participant have 
concurrently herewith entered into the Trust Agreement 
substantially in the form of Exhibit H hereto; and 

H. The parties hereto intend that the Secured Notes 
shall be refinanced by and replaced with the Refinancing 
Obligations, and that the parties will enter into such additional 
documents or amendments to this Agreement and the documents 
contemplated hereby as are customary in connection with the 
issuance of said Obligations. 

NOW, THEREFORE, in consideration of the mutual 
agreements herein contained, the parties hereto agree as follows: 

Section 1. Definitions. For all purposes of this 
Agreement, unless otherwise expressly provided or unless the 
context otherwise requires: 

(1) All references herein to Sections or other 
subdivisions, unless otherwise specified, refer to the 
corresponding Sections and other subdivisions of this Agreement; 

(2) The terms "h.sreof", "herein", "hereby", 
"hereto", "hereunder" and "herew.ith" refer to this Agreement; 
and 

(3) The capitalized terms used herein vAiich 
are defined in Schedule X to this Agreement or by reference 
therein to other instruments or forms of instruments, as such 
capitalized terms may be amended from time to time in accordance 
with the provisions of this Agreement, shall have the respective 
meanings stated in Schedule X or such ether instruments. 

/ Section 2. Investments by the Owner Participant; 
Loans by the Lender, (a) On each Delivery Date, subject to 
the terms and conditions hereof and in reliance on the 
agreements, representations and warranties contained herein 
or made pursuant hereto, the Owner Participant agrees to make 
available to the Shipowner funds representing its investment 
or investments in the Vessels, and the Lender agrees to make 
a loan or loans to the Shipowner, as provided in this Section 
2. 
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(b) Notwithstanding any other provision of this 
Participation Agreement the aggregate investments by the Owner 
Participant in the Shipowner's Cost of the Vessels shall not 
exceed $3,500,000 and the aggregate loans by the Lender to the 
Shipowner hereunder shall not exceed $5,250,000. 

(c) On each Delivery Date (i) the Owner Participant 
shall make an investment in the Vessels then being delivered 
by paying to the Shipowner an amount equal to 30.195109% of 
the Shipowner's Cost of said Vessels and (ii) the Lender shall 
make a loan to the Shipowner in an amount equal to 69.804891% 
of such Shipowner's Cost provided, however, that the Owner 
Participant shall have no obligation to make any investment, 
and the Lender shall have no obligation to make any loan, in 
respect of any Vessels delivered after June 30, 1981. On each 
Delivery Date, upon receipt of Shipowner's Cost, the Shipowner 
shall pay to the Shipbuilder, the Charterer or the other Persons 
entitled thereto, the amounts representing the items of 
Shipowner's Cost as set forth in the applicable Delivery Date 
Certificate of Shipowner's Cost. 

(d) On the Settlement Date, subject to the receipt 
of the Settlement Date Certificate of Shipowner's Coat on or 
before such Date, the Owner Participant shall make a further 
investment in the Vessels by paying to the Shipowner an amount 
equal to 30.195109% of Differentia:. Shipowner's Cost and the 
Lender shall make a further loan to the Shipowner in the amount 
equal to 69.804891% of Differential Shipowner's Cost. In the 
event an Event of Default shall exist on the Settlement Date, 
the Lender shall have no obligation to make such a loan in which 
event the Owner Participant shall instead make a further 
investment in the Vessels by paying to the Shipowner 100% of 
Differential Shipowner's Cost. Upon receipt of Differential 
Shipowner's Cost, the Shipowner sh?vll pay to the Charterer or 
the other Persons entitled thereto out of the funds made 
available by the 'wner Participant and the Lender, the amounts 
representing the J terns in Differential Shipowner's Cost as set 
forth in the Settlement Date Certificate of Shipowner's Cost. 

(e) On the Refinancing Date, subject to the receipt 
of the Final Certificate of Shipowner's Cost on or before such 
Date and the issuance of Refinancing Obligations, the Owner 
Participant shall make a further investment in the Vessels by 
paying to the Shipowner an amount equal to the excess, if any, 
of (i) the amount required to prepay the entire principal of 
and accrued and vuipaid interest on the Outstanding Secured Notes 
on the Refinancing Date over (ii) the net proceeds from the 
issuance and sale of the Refinancing Obligations after deduction 
of Refinancing Costs. Upon receipt of such investment (if any) 
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and such proceeds, the Shipowner shall pay to the Lender the 
amount required to prepay the entire principal of and accrued 
and unpaid interest on the Outstanding Secured Notes and shall 
pay to the Charterer or the other Persons entitled thereto the 
amounts representing the items of Refinancing Cost set forth 
in the Fined. Certificate of Shipo%mer's Cost. 

(f) On the date specified therefor in Section 23 
hereof, subject to the provisions of such section and on the 
condition that no Event of Default shall exist, the Owner 
Participant shall make a further investment in the Vessels by 
paying to the Shipowner the amount required to be paid by Section 
23 hereof and the Shipowner shall apply such amount to the 
prepayment of the Secured Notes in accordcuice with Section 23 
hereof and Section 4.05 of the Security Agreement 

(g) The Charterer shall give the Lender, the Owner 
Participant and the Shipowner notice in writing or by telephone 
(promptly confirmed in writing) at least two Business Days before 
each Delivery Date, vAiich notice shall be accompanied by the 
Delivery Date Certificate of Shipowner's Cost of the Vessels 
to be delivered on such Delivery Date. Prior to noon, Pittsburgh 
time, on each such Delivery Date the Owner Participant and the 
Lender will advance to the Shipowner, in immediately available 
funds, the amount of the investment and loan to be made by each 
of them on such Delivery Date. Delivery and presentation of 
all required documents on each Delivery Date shall be made at 
the offices of Messrs. Tucker, Arensberg, Very & Ferguson, 
Pittsburgh, Pennsylvania at a closing commencing at 9:00 A.M., 
Pittsburgh time. 

(h) The Owner Participant agrees that its commitment 
to purchase or to arrange for the purchase of 40 to 45 additional 
barges as set forth in the commitment letters to the Charterer, 
dated February 10, 1981 and February 12, 1981, is not contingent 
in any way on the issuance of Title XI Obligations. 

(i). -Amounts of Refinancing Cost may be paid by the 
Charterer in advance of the Refinancing Date as an advance and 
the Charterer shall be reimbursed therefor on the Refinancing 
Date out of the proceeds from the Refinancing Obligations or 
the investment of the Owner Participant pursuant to Section 
2(e) hereof. 
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(j) Prior to June 30, 1981, the Charterer shall not 
accept delivery of euiy Vessels from the Shipbuilder other than 
on behalf of the Shipowner pvirsuant to Section 3 hereof. 

Section 3. Undertakings by the Shipowner; Acceptance 
of Vessels. On each Delivery Date, simultaneously with the 
acceptance of the Vessel or Vessels delivered on such date in 
accordance with the terms of this Agreement, the Shipowner shall 
(1) execute and deliver to the Lender Seciired Notes in the 
aggregate principal amount determined pursuant to Section 
2(c)(ii) hereof, (2) cause such Vessel or Vessels to be duly 
documented in the name of the Shipowner in accordance with the 
laws and regulations of the United States, (3) execute and 
deliver the Security Agreement and the Mortgage, in the case 
of the first Delivery Date, or a Mortgage Supplement, in the 
case of each subsequent Delivery Date, and cauae the Mortgage 
or Mortgage Supplement to be duly recorded in accordance with 
the Ship Mortgage Act, 1920, as amended, (4) execute and deliver 
the Charter, in the case of the first Delivery Date, and a 
Charter Supplement, and deliver such Vessel or Vessels to the 
Charterer purauant to the Charter and (5) execute and deliver 
the other documents to which it ia to became a party as 
contemplated by this Agreement. On the Settlement Date the 
Shipowner shall execute and deliver to the Lender Secured Notes 
in the aggregate principal amount equal to the amount of the 
loan, if any, made by the Lender pursuant to Section 2(d) hereof. 
The Shipowner hereby appoints the Charterer as its agent to 
accept delivery of the Vessels delivered on any Delivery Date 
by the Shipbuilder in Pittsburgh, Pennsylvania, provided, that 
the Charterer shall not accept on behalf of the Shipowner (x) 
any Vessels on any day prior to the day the investment of the 
Owner Participant therein is made pursuant to Section 2(c) 
hereof, (y) any Vessels after June 30, 1981 or (z) any Vessels 
if the acceptance thereof and payment therefor would cause the 
Owner Participant's maximum investment or the Lender's maximum 
loan pursuant to Section 2(b) hereof to be exceeded. Acceptance 
of delivery of the Vessels from the Shipbuilder by the Charterer 
as agent for the Shipowner, as evidenced by execution of the 
applicable Charter Supplement, shall constitute acceptance by 
the Charterer of the Vessels from the Shipowner for all purposes 
of the Charter. 
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Section 4. Representations and Warrantiea of the 
Charterer. Charterer represents and warrants to the Lender, 
the Owner Participant and the Shipowner as follows: 

(a) The Charterer is a corportion duly incorporated, 
validly existing and in good standing under the laws of the 
State of Delaware with corporate power and authority to conduct 
its business as such business is presently being conducted, 
to own or hold under charter or lease its properties and to 
enter into and perform its obligations under this Agreement, 
the Charter, the Construction Contract Assignment and the 
Construction Contract. The Charterer is duly qualified to do 
business and is in good standing as a foreign corporation in 
all states Where its failure to so qualify would have a 
materially adverse affect on its ability to perform its 
obligations under the aforesaid instruments. 

(b) (i) The Charterer is not in violation of any 
terms of its Articles of Incorporation or its By-Laws, or of 
any material term of any agreement, instrument, judgment, decree, 
franchise, permit, order, law, statute, rule or governmental 
regulation presently applicable to it; and (ii) the execution, 
delivery and performance by the Charterer of the agreements 
referred to in Section 4(a) hereof and the consummation by the 
Charterer of the treuasactions contemplated thereby (w) have 
been duly authorized by all necessary corporate action on the 
part of the Charterer, (x) do not require any stockholder 
approval or the consent of any trustee or holder of any 
indebtedness or obligation of the Charterer (or, if so required, 
such approval or consent has been obtained), (y) under present 
law do not and will not result in any material violation of 
any term referred to in clause (i) above (provided that the 
representation in this clause (y) is made on the assumption 
that the Charterer will remain a Citizen after the date hereof), 
and (z) are not in conflict with and do not constitute a default 
under any such term or any provision of, or stibject the Vessels 
or any part thereof to any Lien of, any indenr.ure, mortgage, 
lease, contract or other agreement or instrtamtnt (other than 
the Charter and as permitted thereunder) to which the Charterer 
is a party or by vAiich it or its property is ;)Ound or affected. 

(c) The execution, delivery and perfbrmance by the 
Charterer of the agreements referred to in Section 4(a) hereof 
do not require any consent, authorization or approval of, or 
any filing or registration with, or the taking of any other 
action in respect of, any federal, state or other governmental 
authority or agency (except routine information filings, the 
actions described in Section 4(m) hereof and actions required 

*''^ii-«onnection with the obtaining of the Guarantees) or if so 
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required the same have been obtained or made. 

(d) Each agreement referred to in Section 4(a) hereof 
has been (or, when delivered, will be) duly executed and 
delivered by the Charterer, and, assuming the due authorization, 
execution and delivery by the other party or parties hereto 
and thereto, each constitutes a legal, valid and binding 
agreement of the Charterer enforceable against the Charterer 
in accordance with its terms. 

(e) There are no actions, suits or proceedings pending 
or, to the best of the Charterer's knowledge, threatened before 
any court, administrative agency, environmental council, 
arbitrator or governmental body which will, if determined 
adversely to the Charterer, materially adversely affect its 
ability to perform its obligations under the agreements referred 
to in Section 4(a) hereof. Including the operation or use of 
the Vessels as contemplated by the Charter. 

(f) The Charterer has heretofore caused to be 
delivered to the Shipowner and the Lender copies of the 
consolidated balance sheet of the Charterer as of December 31, 
1980, and the related consolidated statements of income and 
retained earnings for the year then ended, all aa certified 
by Main Hurdman & Cranstoun. Said financial statements are 
correct and complete and fairly present the financial condition 
of the Charterer on a consolidated basis an of the date of said 
balance sheet and the results of the operations of the Charterer 
on a consolidated basis for the period covered by said statement 
of income and retained earnings and have been prepared in 
accordance with generally accepted accounting principles 
consistently applied (except as set forth therein). Since 
December 31, 1980, there have been no materially adverse changes 
in the assets or liabilities of the Charterer which will 
materially impair the Charterer's ability to perform its 
obligations under the agreements referred to in Section 4(a) 
hereof. 

(g) On the Delivery Date for each Vessel, such Vessel 
shall be free and clear of any Liens arising as a result of 
acts or omissions to act by or on behalf of the Charterer or 
any Affiliate of the Charterer, except such Liens as are 
expressly permitted by the Charter. 
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(h) Assuming due authorization, execution and delivery 
of the Construction Contract Assignment by the Shipowner, the 
Construction Contract and the Construction Contract Assignment 
are each in full force and effect and the Construction Contract 
Assignment effectively conveys to the Shipowner the rights and 
claims ptirported to be conveyed to the Shipowner thereby, free 
and clear of all Liens, except for such Liens as are expressly 
permitted by the Charter; and the Charterer is not in default 
in any material respect under the Construction Contract or the 
Construction Contract Assignment. 

(i) The Charterer is, and at all times since the 
execution of the Construction Contact has been, a Citizen. 

(j) The Charterer has delivered or caused to be 
delivered to each of the Shipowner, the Owner Participant and 
the Lender a correct and complete copy of the Construction 
Contract as amended, modified and supplemented to the date 
hereof. 

(k) Neither the Charterer nor anyone acting on its . 
behalf (other than the Owner Participant and its Affiliatea) 
has directly or indirectly offered the Secured Notes or any 
similar security relating to the Vessels to or solicited any 
offer to acquire any of the sane from, or otherwise approached 
or negotiated with respect thereto with, anyone other than the 
Lender and not more than three other institu-t:ional investors. 

(1) Neither the Charterer nor any Affiliate of the 
Charterer has taken any action the effect of vAiich would be 
to cause the Shipowner, the Owner Participant or the Lender 
or any Affiliate of any of them to be liable for any broker's, 
finder's or agent's fee or conmission. 

(m) Except for the due recordation and endorsement 
of the Mortgage and each Mortgage Supplement under the Ship 
Mortgage Act, 1920, as amended, the filing cf financing 
stestaments and continuation statements under the Uniform 
Commercial Code as in force in the State of Connecticut, the 
filing of the Charter and each Charter Supplement and the 
Security Agreement with the Interstate Commerce Commission in 
accordance with 49 U.S.C. §11303, the Lenders possession of 
the original counterpart of the Charter and the documentation 
of each Vessel in the name of the Shipowner under the laws of 
the United States of America, no further action, including any 
filing or recording of any document, is necessary or advisable 
in any jurisdiction in order to establish, preserve and perfect 
the Shipowner's legal title to and interest in each such Vessel 
and the Charter and the mortgage and security interest therein 
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created for the benefit of the Lender. 

(n) None of the financial statements referred to 
in Section 4(f) hereof contains any untrue statement of a 
material fact or omits a material fact necessary to make the 
statementa contained therein not misleading. There is no fact 
which has not been disclosed to the Shipowner which materially 
affects adversely or, so far as the Charterer now foresees, 
will materially affect adversely the ability of the Charterer 
to perform its obligations under the agreements referred to 
in Section 4(a) hereof. 

(o) The Charterer has filed all required tax returns 
and has paid all taxes shown to be due and payable thereon and 
all other taxes \Aich are payable by it to the extent the same 
have become due and payable, except taxes being contested in 
good faith by appropriate proceedings and with respect to which 
adequate reserves have been provided on its books. 

Section 5. Representations and Warranties of the 
Owner Participant. The Owner Participant represents and warrants 
to the Charterer, the Shipo%mer and the Lender as follows: 

(a) The Owner Participant is acquiring its interest 
in the Vessels for its own account for investment and not with 
a view to, or for sale in connection with, the distribution 
thereof, subject to any requirement of law that the disposition 
of such interest be at all times within its control. The Owner 
Participant agrees that each acquisition of any such interest 
by it hereunder shall constitute a reaffirmation of its 
representation and warranty contained in this Section 5(a). 

(b) The Owner Participant is a Citizen and is a 
corporation duly organized and validly existing in good standing 
under the laws of the Commonwealth of Massachu^jetts and has 
the corporate power and authority to carry on its business as 
now conducted, to own or hold under lease its properties and 
to enter into and perform its obligations under this Agreement 
and the Trust Agreement. 

(c) This Agreement and the Trust Agreement have been 
duly authorized by all necessary corporate action on the part 
of the Owner Participant and have been duly executed and 
delivered by the Owner Participant, and neither the execution 
and delivery thereof,, nor the consvmnnation by the Owner 
Participant of the transactions contemplated thereby nor 
compliance by the Owner Participant with any of the terms and 
provisions thereof (i) requires any approval of stockholders 
of the Owner Participant-^or-^pproval or consent of any trustee 
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or holders of any indebtedness or other obligations of the Owner 
Participant, (ii) violates any material terms of any present 
law, judgment or governmental rule, regulation or order presently 
applicable to or binding on the Owner Participant (provided 
that the representation in this clauae (ii) is made on the 
assun^tion that the Owner Participant will remain a Citizen 
after the date hereof), or (iii) does or will contravene or 
result in any breach of or constitute any default under, or 
result in the creation of any Lien (other than the Liens created 
by the Mortgage, the Security Agreement and the Charter) upon 
any property of the Owner Participant under, any presently 
existing indenture, mortgage, chattel mortgage, deed of trust, 
conditional sales contract, bank loan or credit agreement, 
corporate charter, by-law or other agreement or instrument to 
which the Owner Participant or any Affiliate of the Owner 
Participant is a party. 

(d) Each of this Agreement and the Trust Agreement, 
assuming the due authorization, execution and delivery by the 
other parties thereto, constitutes a legal, valid and binding . 
obligation of the Owner Participant enforceable against the 
Owner Participant in accordeuice with its terms. 

(e) There are no actions, suits or proceedings pending 
or, to the best knowledge of the Owner Participant, threatened 
before any court, administrative agency, environirental council, 
arbitrator or governmental body which will, if determined 
adversely to the Owner Participant, have a materially adverse 
effect on the ability of the Owner Participant tc perform its 
obligations under this Agreement and the Trust Agreement. 

(f) Both the place of business (or chief executive 
office if there is more than one place of business) of the Owner 
Participant and the place where its records concerning the 
Vessels and all of its interest in, to and under'this Agreement 
and the Trust Agre^ient are kept are presently locâ .ed at One 
Washington Mall, Boston, Massachusetts. 

(g) There is presently no Lien on any part of the 
Security of the character which the Owner Participant is or 
may in the future be required to remove pursuant to Section 
17 hereof. 
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(h) The execution, delivery and performance by the 
Owner Participant of this Agreement and the Trust Agreement 
do not require any consent, authorization or approval of, or 
any filing, or registration with, or the taking of any other 
action in respect of, any federal, state, mtanicipal or other 
goverisnental department, camnission, board, bureau, agency or 
instrumentality (except routine information filinga, the actions 
described in. Section 5(j) hereof and actions in connection with 
obtaining the Guarantees) or if so required the same have been 
obtained or made. 

(i) Neither the Owner Participant nor anyone acting 
on its behalf (other than the Charterer and its Affiliates) 
has directly or indirectly offered the Secured Notes or any 
similar security relating to the Vessels or solicited any offer 
to acquire any of the same from, or otherwise approached or 
negotiated with respect thereto with, anyone other than the 
Lender and not more than two other institutional investors. 

(j) Except for the due recordation and endorsement 
of the Mortgage and each Mortgage Supplement under the Ship 
Mortgage Act, 1920, as amended, the filing of financing 
statements and continuation statements under the Uniform 
Commercial Code as in force in the State of Connecticut, the 
filing of the Charter and each Charter Supplement and the 
Security Agreement with the Interstate Commerce Commission in 
accordance with 49 U.S.C. §11303, the Lender's possession of 
the original counterpart of the Charter and the documentation 
of each Vessel in the name of the Shipowner vinder the laws of 
the United States of America, no further action, including any 
filing or recording of any document, is necessary or advisable 
in any jurisdiction in order to establish, preserve and perfect 
the Shipowner's legal title to and interest in each such Vessel 
and the Charter and the mortgage and security interest therein 
created for the benefit of the Lender. 

(k) Neither the Owner Participant nor any of its 
Affiliates has taken any action the effect of which would be 
to cause the Charterer, the Shipowner or the Lende? or any of 
their Affiliates to be liable for any broker's, fiider's or 
agent's fee or commission. 

-11-



Section 6. Representations and Warranties of the 
Shipowner. The Bank (but only as to those matters relating 
expressly to the Bank) and the Shipowner represent and warrant 
to the Charterer, the Owner Participant and the Lender as 
follows: 

(a) The Bank is a Citizen emd is a bemking corporation 
duly organized emd validly existing in good standing vinder the 
laws of the State of Connecticut and has the corporate power 
and authority to enter into and perform its obligations under 
this Agreement and the Trust Agreement. The Shipowner has the 
power and authority tonder the Trust Agreement to enter into 
the Shipowner's Documents. 

(b) This Agreement and the Trust Agreement have been 
duly authorized by all necessary corporate action on the part 
of the Bank. The Shipowner's Documents have been duly authorized 
by all necessary action on the part of the Shipowner. Each 
of such documents has been (or when delivered will be) duly 
executed and delivered by the Shipowner and/or the Bank, as 
the case may be, and neither the execution and delivery thereof, 
nor the constnmnation by the Shipowner or the Bank, as the casê ^ 
may be, of the transactions contemplated thereby, nor compliance 
by the Shipowner or the Bank, as the case may be, with any of 
the terms and provisions thereof (i) requires any approval of 
stockholders of the Bank or approval or consent of any trustee 
or holders of any indebtedness or- other obligations of the Bank, 
(ii) does or will contravene any material terms of any present 
law, judgment, or governmental rule, regulation or order 
presently applicable to or binding on the Shipowner or of any 
present Connecticut or federal law, judgment, or governmental 
rule, regulations or order governing the banking or trust powers 
of the Bank (provided that the representation in this clause 
(ii) is made on the assumption that the Shipowner will remain 
a Citizen after the date hereof) or (iii) does or will contravene 
or result in any breach of or constitute any default under, 
or result in the creation of any Lien (other than the Liens 
created by the Mortgage, the Trust Agreement, the Security 
Agreement and the Charter) upon any property of the Shipowner 
or the Ba:ik under, any presently existing indenture, mortgage, 
chattel mortgage, deed of trust, conditional sales contract, 
bank loan or credit agreement, corporate charter, by-law or 
other agreonent or instrximent to which the Shipowner or the 
Bank or any Affiliate of the Bank is a party. 

•J^MiA^towftB 
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(c) Each of the Shipowner's Documents, assuming the 
due authorization, execution and delivery by the other parties 
thereto, constitutes (or, when entered into, will constitute) 
a legal, valid and binding obligation of the Shipowner 
enforceable against the Shipowner in accordance with its terms. 
This Agreement and the Trust Agreement, assuming the due 
authorization, execution and delivery by the other parties 
thereto, constitute the legal, valid and binding obligations 
of the Bank enforceable against the Bank in accordance with 
their respective terms. 

(d) There are no actions, suits or proceedings pending 
or, to the best knowledge of the Shipowner and the Bank, 
threatened before any court, administrative agency, environmental 
cotincil, arbitrator or governmental body which will, if 
determined adversely to the Shipowner or the Bank, have a 
materially adverse effect on the ability of the Shipowner or 
the Bank, as the case may be, to perform its obligations mider 
the Shipowner's Documents. 

(e) Both the place of business (or chief executive ; 
officer if there is more than one place of business) of the 
Shipowner and the place vAiere its records concerning the Vessels 
and all of its interest in, to and under the Shipowner's 
Documents to \^ich it is a party are kept are presently located 
at One Constitution Plaza, Hartford, Connecticut. 

(f) There is presently no Lien on any part of the 
Security of the character which the Bank is or may in the future 
be required to remove pursuant to Section 17 hereof. 

(g) The execution, delivery and performance by the 
Shipowner of the Shipowner's Oocxunents or by the Bank of this 
Agreement and the Trust Agreement do not require any consent, 
authorization or approval of, or filing or registration with, 
or any other action in respect of, any federal, state, municipal 
or other governmental department, commission, board, bureau, 
agency or instrumentality (except routine information :';ilings, 
the actions described in Section 5(j) hereof and actions in 
connection with obtaining the Guarantees) or if so required 
the same have been obtained or made; provided that no 
representation is made as to the securities or blue sky laws 
of any jurisdiction; provided further that the Bank's 
representations in this Section 6(g) are limited to federal 
and.Connecticut laws, rules and regulations. 
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(h) Neither the Shipowner nor the Bank nor anyone 
authorized by either of them has directly or indirectly offered 
the Secured Notes or any similar security relating to the Vessels 
or solicited any offer to acquire any of the same from, or 
otherwise approached or negotiated with respect thereto with, 
anyone other them the Lender. 

Seiction 7. Representations and Warranties of the 
Lender. The Lender represents and warrants (a) that each Secured 
Note to be acquired by it heretuider is being acquired for its 
own account for investment in the course of its ordinary 
investment business and not with a view to or for sale in 
connection with any distribution thereof or with any present 
intention of selling such Secured Note and (b) that it is a 
Citizen. 

Section 8. Conditions to Obligations of the Owner 
Participant and the Lender. The obligation of the Owner 
Participant to make an investment pursuant to Section 2(c)(i) 
hereof in each Vessel delivered on any Delivery Date and the 
obligation of the Lender to make a loan to the Shipowner pursuant 
to Section 2(c) (ii) hereof on any such Delivery Date are stibject 
to the fulfillment of the conditions specified in Section 2 
hereof and of the following conditions on such Delivery Date 
(provided that the conditions in Section 8(k), (1), (m), (n) 
and (z) need not be fulfilled on any Delivery Date other than 
the first): 

(a) No change shall have occurred after the date 
of this Agreement in applicable law or regulations thereunder 
or administrative interpretations thereof which in the opinion 
of counsel to the Owner Participant or the Lender would make 
it illegal for the Owner Participant to make such investment 
or the Lender to make such loan, respectively. 

(b) The Charter, Secured Notes in em aggregat;?. 
principal amount equal to the loan to be made by the Lenrlcr, 
the Trust Agreement, the Construction Contract, the Guararty, 
the Mortgage, (and each Mortgage Supplement in the case of any 
Delivery Date other than the first Delivery Date), the Sfscurity 
Agreement, the Construction Contract Assignment and this 
Agreement shall have been duly executed and delivered by the 
parties thereto and shall be in full force and effect and there 
shall exist no material default by any party thereto. 

^^ 
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(c) The Shipbuilder shall have duly executed emd 
delivered to the Shipowner the Consent of Shipbuilder \Axich 
shall be in full force and effect, and there shall exist no 
material default thereunder by the Shipbuilder. 

(d) The Shipowner shall have received a Charter 
Supplement in the form attached to the Charter, duly executed 
by the Charterer, stating that simultaneously therewith the 
Charterer is unconditionally accepting each Vessel delivered 
on such Delivery Date tinder the Charter for all ptorposes thereof 
and that, as between the Shipowner, the Owner Participant, the 
Lender and the Charterer, each such Vessel conplies with the 
requirements of the Charter and with all specifications of the 
Construction Contract; provided, however, that such Charter 
Supplement may state that nothing contained therein or in the 
Charter shall in any way diminish or otherwise affect any right 
which the Charterer, the Shipowner, the Owner Participant or 
the Lender may have with respect to any such Vessel against 
the Shipbuilder or any subcontractor of the Shipbuilder tinder 
the Construction Contract or otherwise. 

(e) Such Delivery Date shall occur on or prior to 
June 30, 1981. 

(f) The Shipowner, the Owner Participemt and the 
Lender shall hê ve received a notice with respect to such payment 
as provided in Section 2(g) hereof accompanied by the applicable 
Delivery Date Certificate of Shipowner's Cost duly executed 
by the Charterer and approved by the Shipowner. 

(g) The representations and warremties of the 
Charterer contained herein shall be true emd correct in all 
material respects on and as of such Delivery Date and at such 
Delivery Date no Event of Default or other event \iAiich, with 
notice or lapse of time or both, would become an Event of Default 
shall have occurred emd be continuing, and the Owner Participant 
and the Lender shall have received a certificate of the 
Charterer, signed by the Charterer's President or by one of 
its Vice Presidents or its Treastirer, dated such Delivery Date, 
to such effect and to the further effect that: 

(i) the Master Carpenter's Certificates for 
such Vessels and the full warranty bills of sale 
referred to in Section 8(q) hereof are in form and 
substance satisfactory to Charterer; and 

(ii) the invoices relating to such Vessels 
received by the Shipowner from the Shipbuilder pursuant 
to Section 8(r) hereof correctly state the amounts 
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payable to the Shipbuilder. 

(h) Charterer shall have delivered to the Owner 
Participant a written statement reasonably satisfactory to the 
Owner Participant of John P. Colletti & Associates, Inc. or, 
if such firm is tinable or unwilling to serve, such other 
independent appraiser as is acceptable to the Owner Participant, 
that as of such Delivery Date each Vessel then being delivered 
will have em estimated fair market value at the end of the 
original term of the Charter for such Vessel of at least 21% 
of Shipowner's Cost of such Vessel and em estimated useful life 
as of such Delivery Date of at least 28-1/2 years. 

(i) (A) If such Delivery Date is the first Delivery 
Date, the Lender and the Owner Participant shall each have 
received, in each case in form emd substance satisfactory to 
it: 

(i) a copy of resolutions of the Board of 
Directors of the Charterer, certified as of such 
Delivery Date by the Secretary or an Assistant 
Secretary thereof, duly authorizing or ratifying thee 
execution, delivery and performance of this Agreement, 
the Charter, the Construction Contract Assignment 
and all other agreements referred to herein or 
contemplated hereby to which it is or will be a party, 
together with an inctimbency certificate as to the 
person or persons v^o shall or shall have executed 
emd delivered said instruments on behalf of the 
Charterer; and 

(ii) a copy of the Articles of Incorporation 
and the' By-Laws of the Charterer, certified as of 
such Delivery Date by the Secretary or an Assistant 
Secretary of the Charterer, and a certificate of good 
standing with respect to the Charterer certified by 
the Secretary of State of the State of Delaware as 
of a elate reasonably proximate to such Delivery Date. 

(B) If such Delivery Date is other than the first 
Delivery Date, the Lender and the Owner Participant shall each 
have received, if requested, in each case in form and substance 
satisfactory to it: 

(i) a certificate of the Secretary or an 
Assistant Secretary of the Charterer, dated such 
Delivery Date, stating that the resolutions referred 
to in Section 8(1)(A)(i) hereof remain in full force 
and effect, have not been modified, amended, repealed 
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or rescinded, and are* the only resolutions adopted 
by the Board of Directors of the Charterer in respect 
of the matters covered thereby, together with an 
incumbency certificate as to any person or persons 
\^o executed and delivered emy instrtiments on behalf 
of the Charterer relating to the transactions 
contemplated by this Agreement and who are not included 
in any such incumbency certificate previously furnished 
to the Lender and the Owner Participant; and 

(ii) a coipy of any amendments to the Articles 
of Incorporation and the By-Laws of the Charterer 
not theretofore ftirnished to the Lender and the Owner 
Participant ptirsuant to this Agreement, certified 
as of such Delivery Date by the Secretary or an 
Assistant Secretary of the Charterer. 

(j) (A) If such Delivery Date is the first Delivery 
Date, the Lender shall have received, in each case in form and 
substance satisfactory to it: 

(i) a copy of resolutions of the Board of 
Directors of the Owner Participant, certified as of 
such Delivery Date by the Clerk or an Assistant Cleric 
thereof, duly authorizing or ratifying the execution, 
delivery and perfonnance of this Agreement and the 
Trust Agreement and all other agreements referred 
to herein or contemplated hereby to which it is or 
will be a party, together with an incumbency 
certificate as to the person or persons who shall 
or shall have executed and delivered said instrtiments 
on behalf of the Owner Participant; and 

(ii) a copy of the Articles of Organization 
and the By-Laws of the Owner Participant, certified 
as of such Delivery Date by the Clerk or an Assistant 
Clerk of the Owner Participant, and a certificate 

J of legal existence with respect to the Owner 
^ Participant certified by the Secretary of State of 

the Commonwealth of Massachusetts and a certificate 
of good standing with respect to the Owner Participant 
from the Commissioner of the Department of Corporations 
and Taxation, in each case dated as of a date 

e. reasonably proximate to such Delivery Date. 

(B) Zf such Delivery Date is other than the first 
Delivery Date, the Lender shall have received, if requested, 
in each case in form and substance satisfactory to it: 
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(i) a certificate of the Clerk or em Assistant 
Clerk of the Owner Participant, dated such Delivery 
Date, stating that the resolutions referred to in 
Section 8(j)(A)(i) hereof remain in full force and 
effect, have not been modified, amended, repealed 
or rescinded, and are the only resolutions adopted 
by the Board of Directors of the Owner Participant 
in respect of the matters covered thereby, together 
with an incumbency certificate as to any person or 
persons v^o executed and delivered any instrtiments 
on behalf of the Owner Participant relating to the 
transactions contemplated by this Agreement and who 
are not included in any such inctimbency certificate 
previously ftirnished to the Lender; and 

(ii) a copy of any amendments to the Articles 
of Organization and the By-Laws of the Owner 
Participant not theretofore ftirnished to the Lender 
pursuant to this Agreement, certified as to such 
Delivery Date by the Clerk or an Assistant Clerk of 
the Owner Participant. 

(k) The Lender and the Owner Participant shall have.-
received an opinion of Robert E. Mertz, Esq., cotinsel to the 
Charterer, dated such Delivery Date and satisfactory to the 
Lender and the Owner Participant, to the effect: 

(i) Set forth in Section 4(a), (c), (d) and 
(m) hereof. 

(ii) Set forth in Section 4(b) hereof, provided 
that Section 4(b)(ii)(z) hereof may be given to the 
best of such counsel's knowledge. 

(iii) Set forth in the first sentence of Section 
6(c) hereof. 

(iv) Set forth in Section 6(b)(ii) hereof with 
respect to the Shipowner and other than banking and 
trust matters^ 

(v) Set forth in Section 4(e) hereof to the 
best of such counsel's knowledge. 

(vi) That the Charterer is a Citizen. 

' (vii) That the Construction Contract Assignment 
effectively conveys to the Shipowner the rights and 
claims ptirported to be conveyed to the Shipowner 

-18-

*̂  



thereby. 

(viii) Set forth in Section 6(g) hereof with 
respect to the Shipowner and other than banking and 
trust matters. 

(ix) That it is not necessary in connection 
with the offering, sale and delivery of the Secured 
Notes, tinder the circtimstances contemplated by this 
Agreenent, to register the Secured Notes tinder the 
Securities Act of 1933, as amended, or to qualify 
the Security Agreement or the Mortgage tinder the Trust 
Indenttire Act of 1939, as amended. 

(x) That the Vessels delivered on such Delivery 
Date have been duly doctimented in the name of the 
Shipowner under the laws of the United States and 
the Mortgage [each of the Mortgage (as originally 
executed) and the Mortgage Supplement] has been duly 
recorded in the Office of the Officer in Charge, 
Doctimentation Section U.S. Coast Guard, Pittsbtirgh, 
Pennsylvania (the only office in which such recording 
is necessary). 

(xi) That the Mortgage has been duly endorsed 
on the marine doctiments of the Vessels delivered on 
such Delivery Date (or provision to effect such 
endorsement within 15 days from the date hereof has 
been made by the Charterer) and constitutes a first 
"preferred mortgage" under the Ship Mortgage Act, 
1920, as eunended, having the effect and with the 
priority provided in said Act; and no periodic re-
recording or periodic refiling of the Mortgage or 
any other instrument is necessary tinder existing law 
to continue the lien of the Mortgage. 

(xii) That the Shipowner is the sole owner of 
the Vessels delivered on such Delivery Date, free 
and clear of any Lien of record or otherwise known 
to him, except for Liens of the character not 
prohibited lay Section 2.04(a) of Exhibit I to the 
Security Agreement as may now exist. 

(xiii) That the Construction Contract and the 
Shipbuilder's Consent attached thereto have been duly 
authorized by all necessary corporate action on the 
part of the Shipbuilder and have been duly executed 
and delivered by the Shipbuilder and constitute valid 
emd binding obligations of the Shipbuilder enforceable 

-19-



in accordemce with their respective te:nas. 

(xiv) That the full warranty bills of sale or 
other doctiments of title for each Vessel delivered 
on such Delivery Date have been duly authorized, 
executed and delivered and constitute the valid emd 
binding obligations of the Shipbuilder enforceable 
in accordance with their terms, and upon delivery 
thereof good and marketable title to each such Vessel 
was effectively conveyed to the Shipowner. 

(1) The Lender and the Owner Participant shall have 
received an opinion of Messrs. Morgan, Lewis & Bockius, special 
counsel for the Charterer, dated such Delivery Date and 
satisfactory to the Lender and the Owner Participant, to the 
effect: 

(i) That other than the doctimentation of the 
Vessels and the recordation emd endorsement of the 
Mortgage and each Mortgage Supplement and upon the 
asstimption that each of the Shipowner, the Lender 
and the Owner Participant is a Citizen, no consent, 
approval, order or authorization of, or registration 
with, any federal, state or other governmental 
authority or agency \^ich would not otherwise be 
required, is required on such Delivery Date solely 
by reason of the fact .that the Vessels are "vessels" 
within the meaning of the Shipping Act, 1916, as 
amended, for the execution, delivery emd performance 
by the Lender, the Shipowner and the Charterer of 
this Agreement, the Charter, the Construction Contract, 
the Construction Contract Assignment and the other 
agreements referred to herein (to the extent that 
each is a party hereto and thereto) and the carrying 
out and enforcement by the Lender, the Shipowner and 
the Charterer of their respective obligations, rights 
and remedies heretinder and theretinder. 

(ii) That the execution and delivery by the 
Charterer of this Agreement, the Charter, the 
Construction Contract and the Construction Contract 
Assignment and the performance by it of its obligations 
heretinder and thereunder, under present law do not 
and will not contravene any law or any governmental 
rule or regulation presently binding on the Charterer 
solely by reason of the fact that the Vessels are 
"vessels" within the meaning of the Shipping Act, 
1916, as amended, asstiming that each of the Shipowner, 
the Lender and the Owner Participant is a Citizen. 
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(iii) Set forth in Section 4(m) hereof. 

(m) The Lender and the Owner Participant shall have 
received an opinion of Philip Sternstein, Esq., General Cotinsel 
to the Owner Participant, dated such Delivery Date and 
satisfactory to the Lender and the Owner Participant, to the 
effect: 

(i) Set forth in Section 5(b) hereof. 

(ii) Set forth in Section 5(c) hereof, provided 
that the opinion set forth in Section 5(c)(ii) hereof 
need not cover laws, rules and regulations relating 
to vessels, shipping or the chartering of vessels 
and that Section 5(c)(iii) hereof may be given to 
the best of such cotinsel's knowledge. 

(iii) Set forth in Section 5(d) hereof. 

(iv) Set forth in Section 5(e) hereof to the f 
best of such counsel's knowledge. i 

(v) Set forth in Section 5(h) hereof. 

(vi) Set forth in Section 8(k)(ix) hereof. 

(vii) Set forth in the seventh paragraph of 
the Guaranty. 

(n) The Lender and the Owner Participant shall have 
received em opinion of Messrs. Day, Berry & Howard, cotinsel 
for the Shipowner emd the Bank, dated such Delivery Date and 
satisfactory to the Lender and the Owner Participant, to the 
effect: 

(i) Set forth in Section 6(a) hereof; 

(ii) Set forth in Section 6(b) hereof except 
that the opinion as to judgments and orders may be 
given to the best of such counsel's knowledge, that 
Section 6(b)(ii) hereof may be limited to banking 
and trust laws in the case of the Shipowner and Section 
6(b)(iii) hereof may-be given to the best of such 
cotinsel' s knowledge; 

(iii) That the Shipowner's Doctiments and the 
Participation Agreement and the Trust Agreement have 

C been duly authorized, executed and delivered by the 
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Shipowner or the Bank, as the case may be, and that 
eaeh of the Participation Agreement and the Trust 
Agreement is the legal, valid and binding obligation 
of the Bank enforceable in accordance with its terms; 

(iv) Set forth in Section 6(d) hereof to the 
best of such cotinsel's knowledge; 

(v) Set forth in Section 6(g) hereof with respect 
to banking emd trust laws with respect to the 
Shipowner; and 

(vi) That a Uniform Commercial Code finemcing 
C statement has been duly filed with the Secretary of 

State of Connecticut naming the Shipowner as debtor 
and the Lender as secured party and no further action, 
including. the filing or recording of any doctiment, 
is necessary or advisable in Connecticut in order 
to establish, preserve and perfect the Shipowner's 

f- legal title to and interest in each Vessel and the 
Charter and the mortgage and security interest therein 
created for the benefit of the Lender, other than 
the filing of continuation statements tinder the Unifonn 
Commercial Code. 

(o) Each opinion of counsel delivered pursuant to 
this Section 8 shall be addressed to the Bank and may state 
one or more of the following: 

(i) the enforceability of the rights and remedies 
provided in any agreement against any particular party 
is stibject to any applicable bankruptcy, 
reorganization, insolvency, moratorium or other similar 
laws affecting generally the enforcement of creditors' 
rights from time to time in effect; 

(ii) the opinion is subject to qualification 
in respect of the effect of certain laws and judicial 
decisions upon the enforceability of certain rights 
and remedies provided in a specified instrximent; 
provided, however, that any opinion subject to such 
qualification shall further state that none of such 
laws then in force and none of such decisions will, 
in the opinion of such counsel, make the rights and 
remedies provided in a specified instrtiment inadequate 
for the practical realization of the benefits or 
security intended to be provided by such instrument; 

(iii) the opinions relating to factual matters, 
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information with respect to which is in the possession 
of any person, firm or corporation, are based upon 
a certificate or opinion of, or representation in 
writing signed by, such person or by em officer or 
officers of such firm or corporation emd that counsel 
giving such opinion has not independently verified 
such factual matters; provided, however, that each 
such certificate, opinion or representation shall 
(tinless independently delivered to the party receiving 
such opinion) be attached to or delivered with such 
qpinion; 

(iv) with respect to the opinions pertaining 
to the enforceability of an agreement or instrtiment, 
no opinion is expressed as to the specific remedy 
that any court, other governmental authority, or 
arbitrator may grant, impose or render and, in 
particular, no opinion is expressed as to the 
availability of equitable remedies as such for the 
enforcement of any provision of an agreement governed 
by the laws of admiralty; and 

(v) cotinsel giving such opiî ion do not ptirport 
to be experts on the laws of any jurisdiction other 
than the United States and Pennsylvania in the case 
of the opinion of Robert E. Mertz, Esq., the United 
States and Massachusetts in the case of the opinion 
of Philip Sternstein, Esq., the United States and 
Connecticut in the case of Messrs, Day, Berry & Howard 
emd the United States and New York in the case of 
Messrs. Morgan, Lewis & Bockius, and that, in respect 
of the laws of any jurisdiction other than such state 
referred to in the opinion rendered by them, they 
are relying completely on the opinions of other 
counsel, provided that a copy of each such opinion 
relied on is attached to their opinion und addressed 
to the Shipowner, the Owner Participant, the Lender 
emd the Charterer. 

(p) On such Delivery Date the Lender shall have 
received a certificate, dated such Delivery Date, of the Owner 
Participant to the effect that its representation.s and warranties 
set forth in Section 5 hereof remain true and correct on and 
as of such Delivery Date. 
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(q) The Shipowner shall have received a Master 
Carpenter's Certificate and a full warranty bill of sale or 
other doctiments of title for each Vessel to be delivered on 
such Delivery Date, duly executed by the Shipbuilder and, in 
the case of the Charterer-Furnished Equipment, if any, to be 
delivered on such Delivery Date, a full warremty bill of sale 
or other doctiments of title for such Charterer-Furnished . 
Equipment, duly executed by the Charterer, and all such 
instrtiments shall be in form and substance satisfactory to the 
Owner Participant and the Lender. 

(r) The Shipowner shall have received an invoice 
from the Shipbuilder or, in the case of any Charterer-Furnished 
Equipment, the Charterer delivered on such Delivery Date showing 
the total cost paid or payable to the Shipbuilder or the 
Charterer for such Vessel or Charterer-Furnished Equipment tinder 
the Construction Contract, or otherwise, specifying any amounts 
previously received by such Shipbuilder in respect of such cost, 
and certifying that receipt by the Shipbuilder or the Charterer 
of eunounts equal to such costs shall constitute full and complete 
discharge of any and all obligations owing to the Shipbuilder 
or the Charterer in respect of the payment for such Vessel or 
Charterer-Furnished Equipment. 

(s) All corporate and other proceedings, including 
all filings, registrations and recordings necessary or advisabl-e 
to secure or perfect the interests of the Shipowner and the 
Lender contemplated hereby on such Delivery Date in connection 
with the transactions contemplated by this Agreement and all 
doctiments incident thereto shall be satisfactory in form and 
substance to the Lender and the Owner Participant, and each 
of them shall have received such doctiments and evidence thereof 
as any of them or their cotinsel may request in order to establish 
the constiinination of the transactions contemplated by this 
Agreement, the taking of all corporate proceedings in connection 
therewith and compliemce witU the conditions set forth in this 
Section 8, 

(t) The insurance certificates and opinion required 
by Section 9 of the Charter shall have been delivered to the 
Lender and the Owner Participant. 

(u) The Owner Participant (in the case of the Lender) 
or the Lender (in the case of the Owner Participant) shall have 
made available its respective commitment on such Delivery Date 
in accordance with Section 2(c) hereof. 
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(v) Good and valid title to the Vessels shall have 
been duly, validly and effectively conveyed and transferred 
by the Shipbuilder or, in the case of the Charterer-Furnished 
Equipment, if any, by the Charterer to the Shipowner, free and 
clear of all Liens, the Vessels shall have been duly doctimented 
in the name of the Shipowner as owner thereof in accordance 
with the laws and regulations of the United States, free and 
clear of all Liena other them the Liens created by or pennitted 
under the Security Agreement and the Charter, the Trust 
Agreement, the Mortgage or the Mortgage Supplement, aa the case 
may be, shall have been duly recorded and endorsed on the 
Vessels' marine doctiments in accordance with the laws and 
regulations of the United States, creating a valid first 
preferred ship mortgage on the Vessels in favor of the Lender, 
the Charter and applicable Charter Supplement and the Security 
Agreement shall have been filed in accordance with 49 U.S.C. 
§11303, and finemcing statements shall have been filed in 
accordance with the Connecticut Uniform Commercial Code. 

(w) All of the representations and warranties of 
the Shipowner and the Bank set forth in Section 6 hereof shall 
be true in all material respects on emd as of such Delivery 
Date and the Lender emd the Owner Participant shall have received 
certificates from the 'Shipowner and the Bank to such effect-. 
The Lender and the Owner Participant shall also have received 
such certificates from the Secretary or the Assistant Secretary 
of the Bank as to the Bank's officers, resolutions, By-Laws 
and charter doctiments as the Lender or the Owner Participant 
may reasonably request. 

(x) The Owner Participant shall have received an 
opinion of Joseph A. Richardson, Jr., Senior Vice President 
and Resident Attorney for the Lender, dated such Delivery Date 
and satisfactory to the Owner Participant, to the effect that 
the Lender is a Citizen. 

Section 9. Conditions to the Obligations of the 
Charterer with Respect to Each Delivery Date. The obligations 
of the Charterer to be performed on each Delivery Date and the 
obligations to execute and deliver documents in connection 
therewith shall be stibject to the satisfaction of the following 
conditions on such Delivery Date: 
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(a) The condit.ions in Sections 8(a), (u) emd (v) 
hereof shall have been satisfied. 

(b) The Charterer shall have received the doctiments, 
or copies thereof, in each case satisfactory in form and 
substance to it, described in Sections 8(j), (p), (r), and (w) 
hereof. 

(c) - Since the date of this Agreement no change shall 
have occurred in applicable law or in applicable regulations 
theretinder or in interpretations thereof by regulatory 
authorities which, in the opinion of counsel to the Charterer, 
would make it illegal for the Charterer or the Shipowner to 
perform its obligations hereunder or under the Charter. 

(d) All of the representations and warranties of 
the Owner Participant, the Shipowner and the Lender set forth 
in Sections 5, 6 and 7 hereof shall be true and correct on emd 
as of such Delivery Date with the same effect as if each had 
been made on such date, and each of the Lender, the Owner 
Participant and the Shipowner shall have performed all agreements 
required to be performed by it on or prior to such Delivery 
Date tinder this Agreement and the agreements referred to herein 
to which it is a party. 

(e) The Charterer shall have received each of the 
opinions described in Section 8 hereof addressed to it. 

Section 10. General Tax Indemnity, (a) The Charterer 
agrees to pay, and on written demand to indemnify and hold 
harmless each Indemnitee (Which term, for the purpose of this 
Section 10, shall meem the Shipowner, the Bank, the Owner 
Participant, the Lender, the Trust Estate and their respective 
successors and assigns) from any and all license and registration 
fees and any and all taxes, levies, imposts, duties, charges 
or withholdings of any nattire whatsoever, together with any 
penalties, fines, interest thereon or additions to tax with 
respect thereto (collectively, "taxes, fees or other charges") 
imposed ageiinst any Indemnitee, the Vessels or emy part thereof 
by any Federal, state or local government or taxing authority 
in the United States or by any foreign country or foreign taxing 
authority, upon or with respect or relating to: the Vessels 
or any part thereof; the construction, ptirchase, ownership, 
delivery, chartering, loan financing, possession, use, operation, 
maintenance, rettirn or other disposition of the Vessels or emy 
part thereof; the Hire, proceeds receipts or earnings arising 
from the Vessels including interest, principal and other amotints 
payable on the Secured Notes; the Principal Doctiments or any 
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thereof, or the issuance, asquisition or subsequent tremsfer 
of the Secured Notes, excluding, however, all taxes, fees or 
other charges: 

(i) which are on, based on, or measured by, 
the net income, capital or net worth (except as set 
forth in the letter agreement of even date herewith 
between the Charterer and the Owner Participant) or 
loans or other investments of the Owner Participant 
or the Lender or which are in the nature of a franchise 
tax for the privilege of doing business, an excise 
tax, a capital gains tax, excess profits tax, minimum 
taix for tax preferences, accumulated earnings tax, 
personal holding company tax, windfall profits tax, 
succession or estate tax, or a gross receipt tax (other 
than a gross receipt tax in the nature of a sales 
or use or rental tax), and which in any such case 
are imposed by (A) the United States or (B) any state 
or local government or taxing authority in the 
jtirisdiction in which such Indemnitee has its principal 
office or the jurisdiction in which is located an 
office of the Lender or the Owner Participant, as 
the ease may be, which is treated by such Indemnitee' 
on the books, records or tax returns of such Indemnitee 
as the office through which it is participating in 
the transactions contemplated by this Agreement or 
(C) any other jtirisdiction the imposition of which 
either results in a reduction of such Indemnitee's 
liability for taxes, fees or other charges described 
in Subclauses (A) or (B) hereof or in the case of 
the Trust Estate to the extent that such taxes, fees 
or other charges on the Trust Estate result in a 
reduction of the Owner Participant's liability for 
taxes, fees or other charges, or (D) any other 
jtirisdiction in which such Indemnitee is subject to 
taxes, fees or other charges as the result solely 
of business or transactions tinrelated to the •jverall 
Tr emsactions; 

(ii) which are on or are based on or mec^sured 
by any fees or qompensation received by the Sliipowner 
fbr services rendered in connection with the 
transactions contemplated hereby; 

(iii) which are demonstrated to the reasonable 
satisfaction of such Indemnitee to be, and to the 
extent that such taxes, fees or other charges are, 
enacted or adopted as a direct substitute for fees, 
taxes and other charges which are now or hereafter 
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of the Owner Participant and the Lender, the sale, forfeiture 
or loss of emy Vessel or any interest therein. 

(b) Charterer ftirther agrees that, with respect 
to emy payment or indemnity heretinder, such payment or indemnity 
shall include any amount necessary to hold harmless the recipient 
of the payment or indemnity on an after-tax basis from all taxea, 
fees or other charges required to be paid by such recipient 
with respect to such payment or indemnity tinder the laws of 
any Federal, state or local government or taxing authority in 
the United States or emy foreign country or foreign taxing 
authority. 

(c) If any Indemnitee realizes a net tax benefit 
under the federal and any applicable state income or franchise 
tax not taken into account under Section 10(b) hereof as a result 
of incurring any taxes, fees or other charges giving rise to 
a right of indemnification pursuant to this Section 10 (whether 
such tax benefit shall be by means of tax credit or deduction), 
such Indemnitee shall pay to the Charterer an amount equal to 
the stim of such ne|t tax benefit plus any net tax benefit realized 
as the result of any payment to the Charterer pursuant to this^ 
sentence ̂ e n , as, if and to the extent realized; provided that 
(A) such sum shall not exceed the excess of the eunotints 
previously paid by the Charterer to the Indemnitee ptirsuant 
to this Section 10 over the amounts previously paid by the 
Indemnitee to the Charterer pursuant to this Section 10 in 
respect of such taxes, fees or other charges, (B) such stim shall 
not be payable before such time as the Charterer shall have 
made all payments and indemnities then due ptirsuant to this 
Agreement and (C) such stim shall not be payable at any time 
when an Event of Default shall be continuing. Each Indemnitee 
shall in good faith use reasonable efforts in filing its tax 
rettirns and in dealing with taxing authorities to seek and claim 
any such tax benefit. For purposes of this Section 10 a net 
teuc benefit shall be deemed to be realized when and to the extent 
that any tax treatment otherwise payable is reduced or eliminated 
thereby or a tax refund attributable thereto is received. 

(d) If any proceeding (including the written claim 
or written threat of such proceeding) is commenced against any 
Indemnitee for any such tax, fee or other charge, such Indemnitee 
shall promptly notify the Charterer. If reasonably requested 
by the Charterer in writing, such Indemnitee shall upon receipt 
of satisfactory asstirances and at the expense of the Charterer 
(including, without limitation, all costs, expenses, losses, 
legal and accountants' fees and disbursements penalties and 
interest) either 
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in effect emd otherwise would have been imposed on 
any Indemnitee and which are not fees, taxes or other 
charges indemnified against tinder this Section 10 
or Section 11 hereof; 

(iv) to the extent paid by, or reimbursed to 
such Indemnitee by, any person other than the 
Charterer; 

(v) which are penalties, fines, interest, 
additions to tax and other similar charges Imposed 
on any Indemnitee as the result of the gross negligence 
or willful misconduct of such Indemnitee; 

(vi) which are imposed as a result of a voltintary 
or involuntary transfer or other disposition by the 
Shipowner or the Owner Participant of its interest 
in the Vessel or any part thereof (other than pursuant 
to Section 8(c), 14 or 17 of the Charter or the 
assignment of the Charter or the granting of the 
security interest ptirsuant to the Security Agreement; 
and Mortgage), tinless, in each case, an Event of 
Default shall have occurred and be contintiing; and 

(vii) which are imposed with respect to any 
period after the termination or expiration of the 
Charter Period, except during any period in which 
the Shipowner or the Lender is exercising any remedy 
pursuant to Section 20 of the Charter; 

provided that notwithstanding the foregoing exclusions, there 
shall not be excluded any taxes, fees or other charges imposed 
by any jurisdiction, on, based on, or measured by, net income 
resulting directly or indirectly (whether by inclusion of an 
item in gross income, disallowance of a credit against tax, 
disallowance of a deduction for de}>reciation or otherwise) from 
(w) the Charterer's receipt of or right to receive any reftind 
or credit ptirsuant to the Construci.:ion Contract or (x) any 
payment by the Shipbuilder in satisfaction of a claim against 
the Shipbuilder with respect to th<.; Vessels tinder any warranty 
or indemnity provision of the Construction Contract or for 
failure to meet the specifications attached thereto; and provided, furl 
that such indemnification shall not be required so long as and 
only to the extent that, any such tax, fee or other charge which 
is not imposed by way of withholding is being duly contested 
(including by payment of tax, if required) by the Charterer 
in good faith (and for the payment of which adequate reserves 
have been provided) by appropriate proceedings so long as such 
proceedings do not involve, in the good faith determination 
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(i) in good faith contest (after consultation 
with the Charterer), in the name of the Charterer 
or stich Indemnitee, the validity, applieabilty or 
amount of such tax, fee or other charge by (A) 
resisting payment thereof if such Indemnitee in its 
full discretion shall determine such course of action 
to be appropriate, (B) not paying the same except 
tinder protest, if protest is necessary and proper, 
and (C) if payment be made, using reasoneOsle efforts 
to obtain a reftind thereof in appropriate 
administrative and judicial proceedings, or 

(ii) if such contest may be tindertaken by the 
Charterer in its own name or on behalf of such 
Indemnitee, permit the Charterer to contest the 
validity, applicability or amount of such tax, fee 
or other charge; 

provided that no such contest shall be permitted if it will 
result in the sale, forfeiture or loss of any Vessel or any .:;. 
part thereof or interest therein, or in the creation of a Lien 
thereon which is not fully bonded; provided further that the 
Charterer shall not be deemed to be in default tinder this 
Agreement so long as emy Indemnitee or the Charterer, as the 
case may be, shall diligently prosecute such contest as permitted 
neretinder. 

(e) If any Indemnitee shall obtain a refund of all 
or any part of such tax, fee or other charge paid by the 
Charterer such Indemnitee shall pay the Charterer the amotint 
of such reftind; provided that such amount shall not be payable 
before such time as the Charterer shall have made all payments 
then due tinder this Section 10. If in addition to such refund 
such Indemnitee shall receive an amount representing interest 
on the amotint of such refund, the Charterer shall be paid that 
proportion of such interest which is fairly attributable to 
taxes, fees or other charges paid by the Charterer prior to 
the receipt of such reftind. 

(f) In ease any report or return is required to be 
made with respect to any obligation of the Charterer tinder this 
Section 10 or arising out of this Section 10, the Charterer 
will either make such report or return in such manner as will 
show the ownership of the Vessels in the Shipowner, and send 
a copy of such report or rettirn to the Indemnitee, or will notify 
the Indemnitee of such requirement and make such report or return 
in such manner as shall be satisfactory to the Indemnitee, 
provided that where such return or report is required to reflect 
items in addition to taxes, fees or other charges imposed on 
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or borne or indemnified by Charterer tinder this Section, the 
Charterer shall only be obligated to provide such Indemnitee 
with information sufficient to permit such return or report 
to be properly made with respect to the taxes, fees or other 
charges for which the Charterer is responsible (and the Charterer 
shall hold each Indemnitee harmless from and against any 
liabilities, obligations, losses, damages, penalties, claims, 
actions, suits and costs arising out of any insufficiency or 
inaccuracy of information ao provided). 

(g) In the case of any taxes, fees or other charge 
that are reported on a consolidated or combined basis by any 
Indemnitee or its Affiliates, the amotint of the indemnity or 
any payment by or to the Charterer tinder this Section 10 in 
respect of such teuces, fees or other charges shall be computed 
with reference to the rules applicable to the consolidated or 
combined return of such Indemnitee and such Affiliates. 

Section 11. Special Income Tax Indemnity. (a) 
Intended Tax Benefits. The Owner Participant intends, for ^ 
ptirposes of the Code and of the state and local tax laws of 
the jtirisdiction in vftiich the Owner Participant's principal -
place of business is located that are based on or measured by 
net income of the Owner Participant (such Federal, state emd 
local tax laws being herein referred to as "Income Tax Laws"), 
to take the following deductions: the maximum depreciation 
deduction with respect to each Vessel authorized under Section 
167 of the Code based on 100% of the Vessel Costs of each Vessel, 
utilizing the 14-1/2-year depreciable useful life prescribed 
for the Vessels in the Assets Guideline Class No. 00.28 in 
accordance with Section 167(m) of the Code, employing the double 
declining balance method of depreciation, switching to the stim-
of-the-years-digits method without the consent of the 
Commissioner of Internal Revenue when most beneficial to the 
Owner Participant, utilizing the modified half-year convention 
aa provided in Trees. Reg. Sec. 1.167(a)-ll(c)(2)(ii) (including 
12 months of depreciation in 1981), and taking into account 
an estimated gross salvage value of 10% of the Vessel Costs 
of each Vessel (Which will be reduced by 10% of the Vessel Costs 
thereof (to zero) as provided in Section 167(f) of the Code) 
(the "Depreciation Deduction"). 

(b) Representations and Warranties by the Charterer. 
The Charterer represents and warrants to the Owner Participant 
that (i) on the Delivery Date of each Vessel such Vessel will 
not have been used by any person so as to preclude "the original 
use of such property" within the meaning of Section 167(c)(2) 
of the Code from commencing with the Owner Participant; (ii) 
the Charterer will not at any time during the term of the 
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Charter, use or fail to use emy Vessel in such a way as to 
disqualify such Vessel for the Depreciation Deduction; and (iii) 
the Charterer will maintain sufficient records to verify use 
of the Vessel in the manner above provided, tiAiich records will 
be made available for inspection and copying to the Owner 
Participant within 30 days after receipt of a written demand 
therefor. The sole remedy of the Owner Participant for breach 
of any of the foregoing representations and warranties shall 
be the indemnity provided below. 

(c) Income Tax Indemnification. If by reason of 
(i) any act or failure to act of the Charterer (regardless of 
whether any such act or failure to act is pennitted or required 
by the terms of the Charter or otherwise), or (ii) the breach 
of or inaccuracy in law or in fact of any of the Charterer's 
representations and warranties set forth in Section 11(b) hereof 
or the breach of any of the representations and warranties made 
by the Charterer itself and set forth in any certificate or 
document executed and delivered by the Charterer in connection 
with the closings specified in Section 2 hereof or in connection 
with the delivery and acceptance of any Vessel (excluding, eunong 
other things, any appraisal or other item delivered but not 
made by the Charterer), or (iii) the sale or other disposition 
of any Vessel or the interest of the Owner Participant therein 
during the continuance of an Event of Default, the Owner 
Participant shall lose, or shall not have, or shall lose the 
right to claim, or shall suffer a disallowance of or shall be 
required to recapttire all or any portion of the Depreciation 
Deduction with respect to all or part of any Vessel for purposes 
of the Income Tax Laws, or if for Federal income tax purposes 
any item of income, loss or deduction with respect to any Vessel 
is treated as derived from, or allocable to, sources outside 
the United States (whether or not any foreign income taxes 
imposed as a result thereof may be credited against Federal, 
•state or local income taxes of the Owner Participant), or if 
there shall be included in the gross inccme of the Owner 
Par-i'-icipant for Federal, state or local :ncome tax purposes 
any amount on account of any addition, modification or 
improvement to or in respect of any Vessel made or paid for 
by the Charterer not constituting a pennitted investment by 
the Charterer tinder Rev.Proc. 79-48 (any such loss, disallowance, 
recapture, treatment or inclusion being hereinafter called a 
"Tax Loss"), then in any such case, the Basic Charter Hire 
applicable to each such Vessel shall, on the Charter Hire Payment 
Date next following the date on which the liability of the 
Charterer heretinder shall becone fixed as hereinafter provided, 
and on each succeeding Charter Hire Payment Date, be increased 
by such eunotiht for such Vessel which (after deduction of all 
taxes required to be paid by the Owner Participant as a result 
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of the Owner Participant's receipt of stich stims tinder the laws 
of the United States or any political subdivision thereof or 
any foreign taxing authority, in each case calculated on the 
assumption that such tax is payable at the highest then 
applicable marginal tax rate), when taken together with the 
portion of the Basic Charter Hire installments due on such dates 
under the Charter which are to be distributed to the Owner 
Participant will, in the Owner Participant's reasoneible opinion, 
maintain the Owner Participant's after-tax economic and 
accotinting yield and overall net after-tax cash flows in respect 
of such Vessel at a level which is not less than the same level 
that would have been available if such Tax Loss had not occurred, 
and the Charterer shall pay to the Owner Participant an amount 
which (after the deduction of any additional taxes required 
to be paid by the Owner Participant in respect of the Owner 
Participant's receipt of such eunount and after deduction to 
the Owner Participant (to the extent allowable) of any interest 
and penalties indemnified against, all computed on the asstimption 
that such teuees are payable at the highest then applicable 
marginal tax rate) shall be equal to the amotint of any interest 
or penalty Which may be imposed in connection with such Tax 
Losa. In the event that the Charter is terminated with respeet 
to emy Vessel with respect to which such Tax Loss has occurred' 
prior to the time the Charterer is obligated to make payments 
to the Owner Participant as set forth in the preceding sentence 
(either because no such payment obligation had beeome fixed 
under such sentence prior to such termination or because the 
due date of any such payment or payments shall occur following 
such termination), then the Charterer shall pay to the Owner 
Participant, in lieu of such payment or payments, on or before 
30 daya after the liability of the Charterer hereunder shall 
become fixed as hereinafter provided, such Itimp stim as shall 
be necessary, in the Owner Participant's reasonable opinion, 
to maintain the Owner Participant's after-tax economic and 
accounting yield and overall net after-tax cash flows in respect 
of such Vessel at a level which is not less than the seune level 
that v:>ould have bee?i available if such Tax Loss had not occurred, 
plus an amount. tiAiieh (after the deduction of any additional 
taxes required to be paid by the Owner Participant in respect 
of the Owner Participant's receipt of such eunount emd after 
deduction to the Owner Participant (to the extent allowable) 
of any interest and penalties indemnified against, all computed 
on the asstimption that such taxes are payable at the highest 
then applicable marginal tax rate) shall be equal to the amount 
of any interest or penalty which may be imposed in connection 
with such Tax Loss. 

The Charterer shall have the option in respect of 
any Tax Loss subject to indemnification to pay the Owner 
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Participant, in lieu of the amotint specified in the second 
preceding sentence, such Itimp stsn eunount as shall, in the Owner 
Participant's reaaonable opinion, maintain the Owner Participant 
after-tax economic and accounting yield and overall net after­
tax cash flows in respeet of such Vessel at a level which is 
not less than the same level that would have been available 
had such Tax Loss not occurred, and the Charterer shall also 
pay to the Owner Participant an amount which (after the deduction 
of any additional teuces required to be paid by the Owner 
Participant in respect of the Owner Participant's receipt of 
such- amount and after deduction (to the extent allowable) of 
any interest and penalty indemnified against, all calculated 
on the asstimption that such taxes are payable at the Then Current 
Rates, based on the laws existing as of the date of such 
computation) shall be equal to any interest or penalty which 
may be imposed in connection with such Tax Loss. The term "Then 
Current Rates" for any period means the highest rates then 
generally applicable to business corporations. 

Except as otherwise specifically provided herein or 
as the context may otherwise clearly require, all calculations 
of. "after-tax economic emd accotinting yield and overall net 
after-tax cash flows" required purstiant to this Section 11 shall 
be determined on the basis of the assuxoptions (including without 
limitation Federal, state and local income tax rates. Which 
rates are herein called "Asstimed Tax Rates"), and method of 
aneilysis utilized by the Owner Participant to compute such 
amounts in originally evaluating the transactions; provided, 
however, that such asstimptions shall be adjusted to take into 
account any asstimptions utilized in adjusting Hire Factors as 
a result of a Change in Tax Law pursuant to Section 23 hereof 
and also to take into account any loss or gain to the Owner 
Participant of a tax benefit not subject to indemnification 
heretinder (other than by virtue of a modification or other change 
in tax law); and provided, further, that (i) where such 
ceLlculation is to be made after giving effect to any Tax Loss 
such calculation shall also take into account the circtimstances 
and consequences of such Loss, including the Federal, state 
and local tax benefits from deductions to be realized by the 
Owner Participant arising from any Tax Loss or from any tax 
indemnified against, all computed using (for each applicable 
period) the'Then Current Rates, based on the law- existing as 
of the date of computation; and (ii) the additional Federal, 
state and local taxes payable to the Owner Participant with 
respeet to the receipt or accrual of any indemnification shall 
be computed on the basis of the applicable Then Current Rates, 
based on the law existing as of the date of computation. 

In the event jthe .Owner Participant shall at any time 
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or from time to time actually realize any benefit (including, 
without limitation, tax credits) tinder any Income Tax Law not 
previously taken into account, either for ptirposes of computing 
the indemnification tinder this Section 11 or any adjustment 
of Hire Factors tinder Section 23 hereof, in determining the 
"after-tax economic and accounting yield and overall net after­
tax cash flows" arising from any Tax Loss, then the Owner 
Participant shall pay to the Charterer an amotint equal to the 
Stan of (x) the net reduction from tine to time in taxes tinder 
the Income Tax Laws (at the Then Current Rates for the period 
in Which such benefit is actually realized) by the Owner 
Participant from time to time attributable to such tax benefit 
plus (y) the amount of additional net reduction in taxes actually 
realized (at the aforesaid tax rates) by the Owner Participant 
from time to time tinder the Income Tax Laws as a result of any 
payment ptirsuant to clauses (x) and (y) of this sentence When, 
as, if and to the extent realized; provided that (A) such stim 
shall not exceed the excess of the eunounts previously paid by 
the Charterer to the Owner Participant pursuant to this Section 
11 over the anotints previously paid by the Otimer Participant 
to the Charterer ptirsuant to this Section 11, (B) such stim shall 
not be payable before such time as the Charterer shall have 
made all paynents and indennities then due ptirsuant to this 
Section 11 and (C) such sun shall not be payable so long as 
an Event of Default shall be continuing, provided such amotint 
shall be peiid to the Charterer when there is no longer an Event 
of Default. The Owner Participant shall in good faith use 
reasonable efforts in filing its tax rettirns and in dealing 
with taxing authorities to seek and claim any such tax benefit. 
For purposes of this Section 11 a net tax benefit shall be deemed 
to be realized when and to the extent that any tax treatment 
otherwise payable is reduced or elininated thereby or a tax 
reftind attributable thereto is received. Any amount payable 
by the Owner Participant to the Charterer ptirsuant to the 
foregoing shall be paid not later than 30 days after the date 
the Owner Participant realizes (or is deemed to have realized) 
any such reduction in taxes. 

Anything in this Section 11 to the contrary 
notwithstanding, the Charterer shall not be required to make 
any paynent to the Owner Participant provided for therein if 
the Owner Participant shall have suffered any Tax Loss with 
respect to all or part of any Vessel as a result of the 
occurrence of any of the following events: 

(i) an Event of Loss with respect to such Vessel, 
if the Charterer shall have paid to the Shipowner 
the full amounts stipulated tinder Section 14 of the 
Charter; 
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(ii) an Event of Default with respeet to such 
Vessel if (x) Where the Vesael is not sold ptirsuant 
to Section 20 of the Charter the Owner Participant 
shall have received the full anotint required to be 
paid by the Charterer pursuant to Section 20 of the 
Charter (or if the Owner Participant shall be tinable 
to obtain possession of such Vessel the amotint of 
the applicable Stipulated Loss Value), or (y) \Aere 
the Vessel shall be sold ptirsuant to such Section, 
if the Owner Participant shall have received from 
the net proceeds of such sale and eunounts paid by 
the Charterer ptirsuant to Section 20 of the Charter 
the eunount of the applicable Stipulated Loss Value 
of such Vessel; 

(iii) a sale of such Vessel or any Cover by 
the Shipowner ptirsuant to Section 8(c)' or 17 of the 
Charter, if the Charterer sha.ll have paid to the 
Shipowner the full eunounts stipulated under Section 
8(c) or 17 of the Charter, as applicable; 

(iv) a voltintary or involuntary tremsfer or 
other disposition by the Shipowner or the Owner 
Participant of its interest in such Vessel (other 
than ptirsuant to Sections 8(c), 14 or 17 of the Charter 
or the assignment of the Charter or the granting of 
the security interest pursuant to the Security 
Agreement and Mortgage), tinless, in each case, an 
Event of Default shall have occurred and be continuing; 

-.!..' (v) the failure of the Owner Participant to 
claim in a timely and proper manner the Depreciation 
Deduction (unless the Owner Participant shall have 
received an opinion of Tax Counsel (as hereinafter 

• defined) to the effect that there is ao reasonable 
basis for such claim), or the failure- of the Owner 
Participant to be entitled to utilize either a twelve 
nonth taxable year, or the modified half-year 
convention, in respect of any Vessel for ptirposes 
of the Depreciation Deduction unless such failure 
is attributable to one or more of the events or 
occurrences giving rise to indemnification by the 
Charterer tinder this Section 11(c); 

(vi) the execution of Principal Doctiments and 
the other doctiments referred to therein, the rights 
and obligations thereby created, or the entering into 
any of the transactions contemplated by any of the 
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foregoing; or 

(vii) the failure to timely and properly nake 
an election under Code Section 861(e) with respect 
to each Vessel to the extent such election is available 
to the Owner Participant emd/or the Shipowner. 

The liability of the Charterer for the paynent of 
the indemnity amounts specified in this Section 11 shall becone 
fixed (i) on the date of a Final Determination (hereinafter 
defined) if the Charterer elects to contest the Tax Loss pursuant 
to the provisions of Section 11(d) hereof and if the Shipowner 
haa received the Tax Cotinsel Opinion (hereinafter defined) fron 
Tax Cotinsel, and (ii) otherwise on the date when the Shipowner 
makes payment of the tax attributable to such Tax Loss, but 
in either case not earlier than 30 days after the receipt by 
the Charterer of a tinritten demand for payment, accompanied by 
a written statement describing in reasonable detail the related 
Tax Loss and the computation of the anount so payable. 

(d) Contest. In the event a clain shall be nade 
by any teucing authority against the Owner Participant that a 
Tax Loss has occurred emd which clain, if successful, would 
result in payments by the Charterer heretinder, and if, in the 
opinion of tax counsel selected by the Charterer and who shall 
not be an employee of the Owner Participant and shall be 
reasonably acctiptable to the Owner Participant ("Tax Cotinsel"), 
a bona fide de::ense to such clain exists, the Ovmer Participant 
shall, provided that no Event of Default exists, upon the 
Charterer's written request and at the expense of the Charterer, 
contest such matter in such fom as the Owner Participant shall 
select, considering in good faith such request as the Charterer 
nay neike concerning the nost appropriate forun in which to 
proceed. The Owner Participant shall not be obligated to take 
any such legal or other appropriate action tmless it has received 
an opinion (the "Tax Cotinsel Opinion") fron Tax Cotinsel that 
a bona fide defense to such clain exists and the Charterer shall 
first have indennified the Owner Participant for all costs and 
expenses vftiich nay be incurred by the Owner Participant in 
contesting such clain and shall have furnished the Owner 
Participant with such reasonable security therefor as nay be 
requested. The action to be taken nay, in the Owner 
Participant's sole discretion, be comnenced prior to making 
paynent of any tax and interest and/or penalty attributable 
to such clain (a "Tax Payment") or after making such Tax Paynent 
and then suing for a reftind. If the Owner Participant takes 
such action prior to making such Tax Paynent, the indennity 
anotints payable heretinder with respect to the Tax Loss need 
not be paid by the Charterer while such action is jgending; 
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provided that the Charterer shall pay the costs and expenses 
relating to such action when emd as the sane shall becone due. 
If the Owner Participant nakes such Tax Paynent prior to 
contesting the natter, and then sues for a reftind, the Charterer 
will advance to the Owner Participant, on an interest-free basis, 
an anotint eqtial to the tax, interest and penalties attributable 
to such clain. If the Owner Participant sues for a reftind after 
naking such Tax Paynent, and if the Final Detemination shall 
be in favor of the Owner Participant (i) no futtire paynents 
shall be due heretinder in respect of such natter (or an 
appropriate reduction shall be nade if the Final Detemination 
is partly in favor of and partly adverse to the Owner 
Participant) other than any outstanding costs or expenses 
incurred by the Owner Participant with respect to such contest, 
and (ii) the,Owner Participant shall pay to the Charterer an 
amotint equal to the indennity anounts theretofore paid by the 
Charterer to the Owner Participant in respect of the Tax Paynent 
(or a proportionate part thereof if the Final Detemination 
is partly adverse to the Owner Participant on or before such 
next succeeding Charter Hire Paynent Date (or within thirty 
(30) days fron such Final Detemination, if there is no 
succeeding Charter Hire Payment Date), together with the anotini 
of emy penalty or interest actually reftinded to the Owner 
Participant as a result of such Final Detemination. If the 
Final Detemination of any contest (whether ptirsuant to a 
deficiency or reftmd proceeding) shall be adverse to the Owner 
Participant, the indennity amounts payable heretinder with respect 
to tha Tax Loss shall be computed by the Owner Participant as 
of the date of such Final Detemination, the Owner Participant 
shall notify the Charterer in writing of such computation and 
the Charterer shall nake and/or comnence netking payment with 
respect thereto in accordance with Section 11(c) hereof. If 
any such clain referred to above shall be nade by any taxing 
authority and the Charterer shall reasonably have requested 
the Owner Participant to contest such clain, and the Owner 
Participant shall have received the Tax Cotinsel Opinion fron 
Tax Cotmsel emd the Charterer shall have duly complied with 
all of the terns of this Agreement, the Owner Participant nay 
nevertheless elect not to contest any such clain despite the 
request of the Cnarterer nade in accordance with the terns of 
this paragraph, or to discontinue any proceedings previously 
comnenced as a consequence of such request, and thereupon the 
Charterer shall be relieved of all liability to indennify the 
Owner Participant with respect to the Tax Loss involved in 
respect of such clain. 

"Final Determination", for the purpose of the preceding 
paragraph, neems a final decision of a court of conpetent 
jurisdiction after all allowable appeals have been exhausted 
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by either party to the action, or a determination within the 
neeming of Section 1313(a) of the Code. 

In the event indennity paynents shall be due the Owner 
Participant tinder this Section 11, the • Temlnatlon Values and 
the Stipulated Loss Values provided for in Section 14 and 17 
of the Charter shall be adjusted appropriately; provided, howeveri 
that in no event will they be reduced to anounts less than the 
then outstanding principal of, and interest on, the Secured 
Notes. 

(e) "Owner Participant" Includes Affiliated Group. 
For ptirposes of this Section 11, the tern "Owner Participant" 
shall include the corporation constituting the Owner Participant 
and shall also include any affiliated group of Which the Owner • 
Participant, is, or may become a menber, and each member of 
such affiliated group, if consolidated, joint, or combined 
returns are filed for such affiliated group for Federal, state 
or local income tax ptirposes. 

(f) Paynent. Any paynents nade pursuant to this 
Section 11 shall be nade directly to the Owner Participant or 
the Charterer, as the case nay be. Such paynents shall be nade 
by wire transfer of innediately available ftinds to such bank 
and/or accotint in the continental United States as specified 
by the Owner Participant or the Charterer, as the case nay be, 
in written directions to the payor, and if no such direction 
shall have been given, by check of the payor payable to the 
order of the Shipowner or the Charterer, as the case nay be, 
and nailed to the Owner Participant or the Charterer, as the 
case nay be, by certified nail, postage prepaid at its address 
for notices set forth in Section 13 hereof. 

(g) Finality of Computation. All conputations 
required to be nade tinder this Section 11 shall be nade in the 
first instance by the Owner Participant and if requested by 
the Charterer shall, at the Charterer's expense, be verified 
by independent ptiblic accountants selected by Owner Participant 
fron the following, except that the Owner Participant shall 
not select the independent public accountants who certified 
the nost recent certified financial statenent of the Owner 
Participant: Arthtir Andersen & Co.; Arthur Young & Company; 
Coopers & Lybrand; Ernst & Ernst; Deloitte Haskins & Sells; 
Peat, Marwiek, Mitchell & Co.; Price Waterhouse & Co.; and Touche 
Ross & Co. Any such computation shall' be final, binding and 
conclusive upon the Owner Participant and the Charterer and 
the Charterer shall have no right to inspect the books, records, 
tax rettirns or other documents of or relating to the Owner 
Participant. The asstimptions, methods of analysis and other 
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C information revealed or made available to such independent public 
accountants shall be kept confidential and shall not be revealed 
by then to any other person. 

Section 12. General Indennity. (a) The Charterer, 
whether or not any of the transactiona contenplated hereby are 
constmunated, shall defend, indennify and save hamless the Bank, 
the Shipowner, the Owner Participant and the Lender and the 
successors and assigns, officers, directors and agents of each 
(each of the foregoing being herein referred to as an 
"Indennitee") on a net after-tax basis (taking into accotint 
the tax effect of any paynent by the Indennitee to others 
occasioned by the event giving rise to the indennity paynent), 
from emd against any claim, penalty, cause of action, damage, 
liability (Whether or not based on a theory of strict or absolute 
lieibility in tort or otherwise) or expense (including reasonable 
legal fees and expenses) in any manner arising prior to the 
end of the Charter Period (or during any period in Which the 
Shipowner or the Lender is exercising any remedies ptirsuant 
to Section 20 of the Charter) out of, or relating to: 

(1) the construction (other than payment of 
the contract price), acceptance, rejection, delivery, 
possession, ownership, chartering, subchartering, 
maintenemce, use., repair, operation, redelivery, permitted 
sale or other pe.nnitted disposition (other than as provided 
in Section 22 hereof) of any of the Vessels, or by reason 
of their condition (vAiether or not discoverable by due 
diligence), including, without limitation, claims for 
patent, tradenark or copyright infringenent, loss or any 
danage to a Vessel or any cargo carried by a Vessel cr 
danage to any other craft or vessels or other property 
belonging to third parties or death or injury to any person, 
regardless of whether such clain is nade or cause of action 
brought during or subsequent to the Charter PeriOii, except 

>̂' only that the Charterer shall not be required to indemnify 
(i) any Indennitee for any loss or liability resulting 
from any such Indennitee's own negligence (except to the 
extent such negligence is attributable to the negligence 
of the Charterer) or willful nisconduct or (ii) any 
Indennitee for any loss or liability Which it nay incur 
as a result of a default or breach by such Indennitee tinder 
or in connection with any agreenent referred to herein 
to which such Indennitee is a party or (iii) any Indennitee 
fron emy loss or liability arising as a result of any natter 
occurring after the expiration or earlier temlnatlon of 
the Charter (except during any period in which the Shipowner 
or the Lender is exercising any renedies pursuant to Section 
20 of the Charter); or 
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r 
(2) the preparation, execution emd delivery 

of this Agreenent and any other doctinents or instrtinents 
referred to herein or contenplated hereby, including without 
linitation: 

(i) the reasonable fees, expenses and 
disbursenents of (I) Messrs. Morgem, Lewis & Bockius 
and (II) any special counsel for each of the Lender, 
the ptirchasers of the Refinancing Obligations, the 
Shipowner and the Indenttire Truatee; and 

(ii) all other expenses in connection with the 
transactions contenplated hereby including, without 
linitation, printing and duplicating expenses and 
all fees, taxes and other charges payable in connection 
with the recording or filing of instrtinents and 
financing statenents described in this Agreenent and 
continuation statenents with respect thereto, the 
Refinancing Cost and the initial and ongoing fees 
and expenses of the Indenture Trustee, the Bank and 
the Shipowner; 

provided, however, that the indennities set forth in this Section 
12(a) shall not include any iten finemced as part of Shipowner's 
Cost or paid by the Charterer as an advance pursuant to Section 
2(1) hereof; provided f'lrther, however, that neither the 
indennities set forth in this Section 12(a) nor any other 
provision of the Principal Doctinents shall be construed as a 
guarantee by the Charterer of the residual valtie of the Vessels 
or as a guarantee of the payment of the principal of or interest 
on the Secured Notes or the Refinancing Obligations. 

(b) The indemnities provided for in this Section 
12 are expressly subject to the following: in case any action, 
including any investigatory proceeding, shall be brought against, 
or commenced with respect to, any Indemnitee in respect of Which 
the Charterer is required to indemnify such Indennitee pursuant 
to the provisions of this Section 12, the Charterer shall have 
the right to, and upon request of any Indennitee shall, asstine 
the defense thereof, including the enploynent of cotinsel 
reaaonably satisfactory to such Indennitee and the payment of 
all fees and expenses related thereto. In the event the 
Charterer asstimes the defense of 'any such action, any Indemnitee 
ahall have the right to employ separate cotinsel in such action 
and participate therein, but the fees and expenses of such 
counsel shall be at the expense of such Indemnitee, unless (i) 
the enploynent of such counsel has been specifically authorized 
by the Charterer, (ii) the naned parties to such action 
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(including any inpleaded parties) include bocli such Indennitee 
and the Charterer and representation of such Indennitee and 
the Charterer by the sane counsel would be inappropriate tinder 
applicable standards of professional conduct due to actual or 
potential conflicting interests between then, or (iii) the 
counsel enployed by the Charterer emd satisfactory to such 
Indennitee has advised such Indennitee, in writing, that such 
counsel's representation of such Indennitee would be likely 
to involve such counsel in representing differing interests 
which could adversely affect either the judgnent or loyalty 
of such counsel to such Indennitee, whether it be a conflicting, 
inconsistent, diverse or other interest (in which case the 
Charterer shall not have the right to asstine the defense of 
such action on behalf of such Indennitee, it being understood, 
however, that the Charterer shall not, in connection with any 
one such action, or separate but substantially similar or related 
actions in the same jurisdiction arising out of the same general 
allocations or circumstances, be liable for the reasonable fees 
and expenses of more than one separate firm of attorneys for 
each such Indemnitee, Which firm shall be designated in writing 
by such Indennitee). The Charterer shall not be liable for 
any settlenent of any such action effected without its consent, 
but if settled with the consent of the Charterer or if there 
be a final judgment, beyond further review or appeal, for the 
plaintiff in any such action, the Charterer agrees to indennify 
and hold hamless any Indennitee fron and against any loss or 
liability on a net after-tax basis by reason of such settlenent 
or judgnent. Notwithstarding anything in this Agreenent to 
the contrary, no Indemnitee shall ever be entitled tinder any 
circtimstances to any amotmt hereunder which. When added to all 
eunounts received under contracts, indemnity agreements or 
instirance policies, would result in such Indemnitee's receiving 
more than it would be entitled to recover under the provisions 
of, or as contemplated by, this Agreenent. 

(c) If emy Indennitee has knowledge of any liability 
indemnified against pursuant to this Section 12, it shall give 
pronpt written notice thereof to the Charterer, but the failure 
to give such notice shall not relieve the Charterer of its 
obligations..tinder this Section 12. 
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Section 13. Notices. Unless otherwise expressly 
specified or permitted by the terms hereof, all commtmications 
and notices provided for herein shall be in writing, and any 
such notice shall become effective upon personal delivery thereof 
or five days after the da.te on which it shall have been deposited 
in the United States mail, with proper postage prepaid, for 
delivery hy certified mail with return receipt requested, 
addressed (i) if to the Owner Participant or the Guarantor, 
to it at One Washington Mall, Boston, Massachusetts 02108 
Attention: Vice President, Administration, or at such other 
address as the Owner Participant shall from tine to tine 
designate by notice in writing to the other parties hereto, 
(ii) if to the Charterer, to it at One Oliver Plaza, Pittsburgh, 
Pennsylvania 15222, Attention: Vice President, Finance, or 
at such other address aa Charterer shall fron tine to tine 
designate by notice in writing to the other parties hereto, 
(iii) if to the Lender, to it at Pittsburgh National Building, 
Pittsburgh, Pennsylvania 15222, Attention: Bruce Robbins, Vice 
President or at such other address as the Lender may from time 
to time designate by notice to the other parties hereto emd 
(iv) if to the Shipowner, to' it at One Constitution Plaza, 
Hartford, Connecticut 06ll5, Attention: Corporate Trust 
Departnent, or at such other address as the Shipowner may fron 
tine to time designate by notice to the other parties hereto. 

Section 14. Headinga. The headings of the various 
Sections herein are for convenience of reference only and shall 
not define or linit any of the tema or provisions hereof. 

Section 15. Representations and Warranties to Survive 
Delivery. All representations, warranties, indennities and 
covenants contained in this Agreement, the Charter or any 
certificate, doctiment, instrument or other agreement delivered 
ptirsuant hereto or thereto shall survive any investigation or 
inspection made by or on behalf of the Lender, the Charterer, 
the Owner Participant or the Shipowner and the sale and delivery 
of the Vessels to the Shipowner. 

Section 16. Section 48(d) Election. The Owner 
Participant ..hereby agrees to the extent allowable, to make an 
election tinder Section 48(d) of the Code to pass all available 
investment tax credit with respect to the Vessels for 1981 to 
the Charterer. The Charterer agrees to consent to such election. 
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Section 17. Owner Participant's and Shipowner's Liens. 
Each of the Owner Participant emd the Bank severally covenant 
and agree with the other parties hereto that it will teike auch 
action as may be necessary to keep the Security free and clear 
of all Liens arising as a result of any claim against the Owner 
Participant or any of its Affiliates or the Bank or any of its 
Affiliates, as the case may be, tinrelated to the Overall 
Transaction tinless any such Lien is (a) for taxes of the Owner 
Participant or the Bank, as the case may be, either not yet 
due or being contested in good faith by appropriate proceedings 
which do not involve any danger of the sale, forfeiture or loss 
of all or any part of the Security or any interest therein or 
(b) arises out of judgments or awards against the Owner 
Participant or the Bank, as the case may be, with respect to 
which an appeal or proceeding for review is being prosecuted 
in good faith and with respect to which there shall have been 
secured a stay of execution pending such appeal or proceeding 
for review. Each of the Owner Participant and the Bank severally 
agree to Indennify, protect, save emd keep hamless the other 
parties hereto and their respective successors, assigns, agents 
and servants (for ptirposes of this Section 17, referred to 
individually as an "Indennitee" and collectively as the 
"Indennitees") from and against any and all liabilities, 
obligations, losses, damages, penalties, claims, actions, suits, 
costs, expenses and disbursements (including reasonable legal 
fees and disbursements) of whatsoever kind and nattire Which 
may be imposed on, incurred by or asserted at any time (whether 
before, during or after the darter Period) against any 
Indemnitee in any way relating to or arising out of Liens of 
any kind on or in respect of the Vessels or any other part of 
the Security arising as a result of claims against the Owner 
Participant or any of its Affiliates or the Bank or any of its 
Affiliates, as the case may be, of a character required to be 
discharged ptirsuant to the preceding sentence. Each Indemnitee 
agrees that the Owner Participant shall be responsible only 
for Owner Participant's Liens and that the Bank shall be 
responsible only for Shipowner's Liens. 

Section 18. Concerning the Owner Participant and 
the Shipowner. (a) In no c&se whatsoever shall the Owner 
Participant be personally liable for, or for any loss in respect 
of, any of the representations, warremties, agreements or 
obligations of the Owner Participant heretinder, as to all of 
which the parties hereto agree to look solely to the Security, 
except that the Owner Participant shall be personally liable 
for (i) its own willful nisconduct or gross negligence, (ii) 
the breach of any representation or warranty nade by the Owner 
Participant in Section 5(a), (b), (c) (other than, in the case 
of clause (ii) thereof, laws or governmental rules or regulations 
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relating to vessels, shipping or the chartering of vessels), 
(e), (g), (i), (k) and (iii) the breach of any of its obligations 
under Section 2, 17, 19, 20, 21 or 22 hereof. 

(b) All of the statements, representations, covenants 
and agreements nade by The Connecticut Bank and Truat Conpany 
(or emy entity acting as successor trustee) in its capacity 
as trustee under the Trust Agreenent or in its individual 
capacity, or made by any officer of The Connecticut Bank and 
Trust Company (or any entity acting as successor trustee), and 
contained in this Agreenent (except as to those representations 
set forth in Section 6 hereof which are expressly nade by the 
Bank and the Bank's covenants set forth in Section 17 hereof) 
or the doctinents delivered with respect hereto and all doctinents 
constituting part of the Security While in fom purporting to 
be made by The Connecticut Bank and Trust Conpany (or emy entity 
acting as successor trustee) in its capacity as trustee tinder 
the Trust Agreenent or in its individual capacity or nade by 
such officer, are, except to the extent expressly provided in 
this Section 18(b), nonetheless nade and intended only for the 
purpose of binding the Security and establishing the existence 
of rights and ranedies provided for in this Agreenent and such 
other doctinents Which can be exercised and enforced against 
the Security. Therefore, anything contained in any of the 
aforesaid doctinents to the cont:rary notwithstanding, no recourse 
shall be had for the paynent of any anotants due tinder this 
Agreenent, or shall be had for any claim baaed on any provision 
of any of the doctinents referred to in the preceding sentence 
hereof, against The Connecticut Bank and Trust Conpany (or any 
entity acting as successor trustee) in its capacity as trustee 
under the Trust Agreenent or in its individual capacity, and 
The Connecticut Bank and Trust Company (or any such entity acting 
as such successor trustee) shall have no personal obligation, 
liability or duty vAiatsoever to the oth-ir parties hereto for 
or with respect to any such payment, tha perfomance of or 
compliance of any statement or representation made in any such 
doctiment, except that the Bank shall be personally liable for 
its own gross negligence or willful nisconduct and for breach 
of the applicable provisions of Section 17 hereof or of the 
applicable representations and warranties Which are expressly 
nade by the Bank in Section 6 hereof. Nothing contained in 
this Section 18(b) shall be construed to limit the exercise 
and enforcement, in accordance with the terms of this Agreement, 
the Security Agreement and the doctiments constituting part of 
the Security, of the rights and remedies of the other parties 
hereto against the Security. 
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Section 19. Refinancing, (a) The Shipowner, the 
Owner Participant and the Charterer agree to cooperate in the 
refinancing of the Secured Notes with Title XI Obligations. 
The Shipowner, the Owner Participant and the Charterer recognize 
that the execution and delivery of the Title XI Obiigationa 
and the Guarantees are dependent upon, anong other things, the 
review and satisfaction by the Secretary of the transactiona 
contenplated by this Agreement and that prior to the date hereof 
neither this Agreement nor any of the doctiments referred to 
herein has been reviewed by the Secretary. The Shipowner, the 
Owner Participant and the Charterer covenant and agree that 
each will promptly teGce all such actions and prepare and file 
all such doctiments as may be reasonably requested by Messrs. 
Morgan, Lewis & Bockius as necesse^ry or desirable in their 
opinion to induce the Secretary to execute and deliver the 
Guarantees. Each of the parties hereto further covenants and 
agreea that (1) it will enter into such Title XI Doctiments as 
are customary for such party to enter into in connection with 
the issuance and sale of the Title XI Obligations and (2) if 
the Secretary shall require as a condition of its execution 
and delivery of the Guarantees theit this Agreement or all or «-
any of the doctiments referred to herein be amended, supplemented, 
waived or modified in any manner and the terms and provisions 
of any such amendment, supplement, waiver or modification shall 
not in the reasoneJale opinion of such party materially adversely 
affect the interests of such party as described herein or in 
such documents, then such party will enter into such written 
agreement or supplemental agreenent or other instrtinent as shall 
be appropriate to acconplish such ptirpose. 

(b) The Shipowner, the Owner Participant and the 
Charterer agree to cooperate, in the event Title XI Obligations 
are not issued prior to one year fron the date hereof or the 
Title XI applicaticn of the Charterer is denied or withdrawn, 
in the refinancing of the Secured Notes w t t h indebtedness not 
guaranteed under Title XI. In connection therewith, the 
Shipowner, the Ownur Participant and the Charterer covenant 
and agree to. take all such actions and prepare and enter into 
such agreenents (including eunendmenta to the Principal Doctiments) 
as may be necessary or desirable to obtain such refinancing; 
provided, that the'Shipowner, the Owner Participant and the 
Charterer shall not be required to take any action or enter 
into any agreement v^ich is, in the reasonable opinion of such 
party, materially adverse to such party's interests. 
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(c) The Owner Participant shall in no event h^ve 
any obligation to invest in the Vessels more than the raaximtim 
amotint specified in Section 2(b) hereof. Neither the Shipowner 
nor the Owner Participant shall have any obligations tinder this 
Section 19 during the continuance of any Event of Default Which 
has been declared emd vAiich results fron an Event of Default 
described in Section 19(a) or (e) of the Charter or fron a breach 
of the Charterer's covenants in Section 13(f) of the Charter. 

(d) The Lender agrees upon repaynent of the Secured 
Notes in full and in accordance with the terms of the Security 
Agreenent to execute and deliver such doctinents discharging 
the Mortgage, the Security Agreenent emd the Liens thereof and 
to take such other reasonable action aa nay be requested by 
the Shipowner or the Charterer in order to effectuate the 
issuance of the Refinemcing Obligations. 

(e) The parties hereto agree that all Refinancing 
Cost shall be financed as part of the refinancing contemplated -, 
by Sections 19(a) and (b) hereof as part of Shipowner's Cost. ^ 

Section 20. Citizenship of the Parties. Each of ^ 
the Charterer, the Shipowner, the Owner Participant and the 
Lender agree, to the extent within its reasonable control or 
the reasonable control of any of its Affiliates, to renain a 
Citizen during the tern of this Agreenent, the Security 
Agreenent, the Mortgage and the Charter, except that the Lender 
need not renain a Citizen after it oeases to be the nortgagee 
under the Mortgage. In the event any party hereto shall for 
any reason cease to be a Citizen during such tern, such party 
shall pronptly notify the other parties hereto and, after 
consultation with the other parties, will take such reasonable 
steps as may be necessary or advisable to enable such other 
parties to enjoy the benefits of the transactions originally 
contemplated by this Agreement; provided that the Shipowner 
shall promptly so notify the other parties after having Actual 
Knowledge of ceasing .to be a Citizen. 

Section 21. Employee Retirenent Incone Security Act 
of 1974. The Lender represents to the Owner Participant, the 
Bank and the Charterer that the Lender is not acquiring the 
Secured Notes with the assets of any plan (or its related trust) 
as defined in Section 4975(e) of the Code or with the assets 
of any enployee benefit plan (or its related trust) as defined 
in Section 3(3) of ERISA. The Owner Participant represents 
to the Lender, the Bank the Charterer that the Owner Participant 
is not acquiring its interest in the Vessels with the assets 
of any plan (or its related trust) aa defined in Section 4975(e) 
of.the Code or with the assets of any enployee benefit plan 
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(or its related trust) as defined in Section 3(3) of ERISA. 

Section 22. Transfer of the Owner Participant's 
Interests, (a) The Owner Participant agrees that if it should 
in the futtire decide to dispose of its interest in and to the 
Vessels or emy of the Security (which it does not now contenplate 
doing), it will do so only in conpliance with such securities 
laws and regulations as may at the time be in effect and 
applicable. 

(b) Subject to Section 22(a) hereof, the Owner 
Participant may from time to time transfer all or any part of 
its right, title and interest as Owner Participant in emd to 
the Charter, the properties pledged or mortgaged as part of 
the Security or this Agreement (i) to any bank, inaurance 
company, finance company or other financial institution with 
a combined capital and stirplus of at least $25,000,000, (ii) 
to any bank, instirance conpany, finemce company or other 
f inemcial institution with a combined capital and stirplus of 1 
less than $25,000,000 if the personal obligations of such f 
transferee with respect to the transactions contenplated hereby 
are tinconditionally guaranteed by an Affiliate of such tremsferee 
with a combined capital and surplus of at least $25,000,000, 
(iii) to any charitable organization with a net worth of at 
least $25,000,000, (iv) with the prioL* written consent of the 
Lender and the Charterer, which consent shall not be tinreasonably 
withheld, to any Affiliate of the Owner Participant provided 
that the Guaranty remains in effect with respect to such 
Affiliate or (v) without the prior written consent of the Lender 
or the Charterer, to any Affiliate of the Owner Participant 
provided that (except for a transfer to the Guarantor or to 
New England Merchants Bank or to any other Affiliate of the 
Owner Participant if the Guaranty is made applicable to such 
Affiliate) the Owner Participant remains liable for all of its 
obiigationa tinder this Agreenent and the Trust Agreenent; 
provided, however, that, 

(i) the Owner Participant shall give written 
notice of such transfer to the parties hereto within 
20 days prior to the date such transfer is to occur; 

(ii) the Owner Participant shall have nade all 
necessary filings in the United States to maintain 
the mortgage and security interests created pursuant 
to the Mortgage and the Security Agreement as first 
emd prior interests and the Lender shall have received 
em opinion of counsel satisfactory to the Lender to 
such effect; 
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(iii) such transferee shall be a Citizen; 

(iv) such transfer will not violate any provision 
of, or create a relationship vAxich would be in 
violation of, the Securities Act of 1933, as amended, 
or of any other applicable provision of law; and 

(v) (A) the peraon to which such transfer is 
to be made shall execute an instrtiment, in form and 
stibstance reasonably satisfactory to the Charterer, 
the Bank and the Lender, whereby such transferee 
confirms for the benefit of the Charterer, the Bank 
and the Lender that it has the requisite power and 
authority to enter into and to carry out the provisions 
of the Trust Agreement and thia Agreement and that 
it shall be deemed a party thereto and agrees to be 
bound by all the terms of, and asstimes all of the 
obligations of the Owner Participant contained in, 
each of the Trust Agreement and this Agreement with V 
respect to the interest being transferred and (B) 
the Owner Participant shall deliver to the Lender, ^ 
the Bank and the Charterer an opinion or opiniona '' 
satisfactory in form and stibstance to the Lender, 
the Bank and the Charterer, of cotmsel reasonably 
satisfactory to the Lender and the Charterer, to the 
effect that such instrtiment is the legal, valid and 
binding obligation of the transferee and that the 
Trust Agreenent and this Agreement shall, immediately 
after such transfer, remain the legal, valid and 
binding obligation of each party thereto as if such 
transfer had not occurred; 

provided ftirther, however, that if an Event of Default shall 
have occurred and be continuing, the instrument referred to 
in clause (v) (A) eJsove shall not be required 1.0 be satisfactory 
to the Charterer. Notwithstanding the foregoJ.ng provisions 
of this Section 22, the Owner Participant shaj.1 not be releaaed 
after any transfer ptirsuant to this Section 22 from any 
obligation ariaing prior to such transfer. 

The costs and expenses of any such transfer pursuant 
to this Section 22 shall be paid for by the Owner Participant. 
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Section 23. Change in Hire Factors, (a) In the 
event of a Change, the Ovmer Participant shall recalculate the 
Hire Factors in accordance with the applicable provisions of 
this Section 23, and shall cause the indebtedness secured by 
the Mortgage to be prepaid to the extent required and in 
accordance with the applicable provisions of Section 23(e) hereof 
(said recalculations and prepayments herein referred to as the 
"Adjustments"). 

(b) At any time and from time to time the Charterer 
or the Owner Participant may give written notice to the other 
stating that a Change in Tax Law haa occurred. If such notice 
is given by the Owner Participant it shall set forth in 
reasonable detail the proposed Adjustments. If such notice 
is given by the Charterer, the Owner Participant shall within 
30 days of receipt thereof give a notice to the Charterer setting 
forth in reasonable detail the proposed Adjustments. 

(c) If a Change in Debt is to occur, the Owner 
Participant shall give the Charterer written notice setting 1 
forth in reasonable detail the proposed Adjustments to occur ^ 
as a result thereof as soon as reasonably possible and in any 
such event at least 10 days before the scheduled occurrence 
thereof. 

(d) If a Change in Transaction Costs has occurred 
or is to occur, the Owner Participant shall give the Charterer 
notice thereof setting forth in reasoneJale detail the proposed 
Adjustments as soon as reasonably possible. 

(e) If a Change has occurred, the anount of Basic 
Charter Hire payable on each Basic Hire Charter Paynent Date 
during the remainder of the Original Term shall be adjusted 
up or down, as the case ."nay be, by the Owner Participant, if 
necessary, so as to maintain the after-tax economic and 
accounting yield and overall net after-tax cash flows over the 
Original Term (including the period prior to the date of the 
first adjusted payment of Basic Charter Hire) in respect of 
each Vessel affected by such Change at a level Which is not 
less than the level that would have pertained if such Change 
had not occurred; provided that in no event shall the amotint 
of any installment of Basic Charter Hire be reduced to em amotint 
less than the amotint of interest and principal then payable 
on the Secured Notes or Refinancing Obligations; provided, 
further, that any eidjustment in the installments of Basic Charter 
Hire shall be made only if and to the extent that such reduction 
shall not result in the transactions contemplated hereby failing 
to satisfy any of the advance ruling requirements of the Internal 
Revenue Service as set forth in Rev. Proc. 75-21, 975-1 C.B. 
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715 and Rev. Proc. 75-28, 1975-1 C.B. 752 (but applying the 
conditions therein relating to uneven rent only proapectively 
following such recomputation over the remaining portion of the 
Original Term), or any other similar published position of the 
Internal Revenue Service, or failing to satisfy the requirenents 
of FASB Statement No. 13 (or emy successor thereto adopted on 
or before the date of auch computation) for leveraged lease 
accotinting treatment by the Owner Participant. The Owner 
Participant shall be deened to have made all elections in such 
manner as may reasonably be expected to result in the maximtim 
advantage to the Charterer tinder this Section (provided that 
the Owner Participant's after tax economic and accotinting yield 
and overall net after tax cash flows are preserved tinder this 
Section 23), except to the extent inconsistent with elections 
or decisions actually made in good faith with respect to other 
property owned by the Owner Participant and not leaaed to others. 
The Owner Participant, the Shipowner and the Lender each hereby 
agrees that if a partial prepayment of the Secured Notes or 
Refinancing Obligations is necessary in order to permit the -^ 
Owner Participant to maximize any downward adjustment of Basic t 
Charter Hire pursuant to thia Section 23(e), then, to that }[• 
extent, the principal eunount of such indebtedness then ^ 
outstanding shall be prepaid or redeemed as promptly aa may 
be adviaable in accordance with the applicable provisions of 
the Security Agreenent or other governing indenttire or agreenent 
with ftinds provided for such purpose by the Owner Participant 
in accordance with Section 2(f) hereof. 

Upon the adjustnent of Basic Charter Hire as a restilt 
of a Change, the schedules of Stipulated Loss Values and 
Termination Values set forth in the Charter, and the tax 
assumptions set forth in Section 11(a) hereof, shall be 
appropriately revised in accordance with all of the asstimptions 
made and criteria employed in calculating the adjustments of 
Basic Charter Hire ptirsuant to this Section 23(e). In the event 
th.̂ t the Charterer shall previously have made any payment in 
respect of Stipulated Loss Value, the Charterer shall pay to 
the Owner Participant or the Owner Participant shall pay to 
the Charterer, as the case may be, an amount properly reflecting 
the retrospeictive adjus-tment of Stipulated Loss Value, if and 
to the extent such payment is appropriate to maintain the after­
tax economic and accotinting yield emd overall net after-tax 
cash flows as aforesaid. 
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(f) Prior to the first Delivery Date and prior to 
or upon delivery to the Charterer of of any proposed Adjustments 
ptirsuant to this Section 23, the Owner Participant will deposit 
with Messrs. Morgan, Lewis & Bockius materials (including eJ.1 
relevant work sheets or conputer printouts) fully evidencing 
the asstimptions, methods and actual figures originally utilized 
by the Owner Participant in computing the original Hire Factors 
or such Adjustments, respectively. Within 15 days of receipt 
of a notice of proposed Adjustnents, the Charterer may demand 
that, at the Charterer's expense, a firm of independent public 
accountants of national standing and reputation selected by 
the Owner Participant and reasonably satisfactory to the 
Charterer verify, in consultation with the Owner Participant, 
whether emy such Adjustment was not determined correctly, or 
in accordance with the provision of this Section 23. If such 
firm shall detemine any such Adjujstment was not detemined 
correctly, or in accordance with the provisions of this Section 
23, such firm shall detemine the appropriate Adjustnent or 
Adjus-tnents. Any Adjustment or Adjustments detemined by the .f 
Owner Participant, or, if demanded by the Charterer as providedl 
in this Section 23, the determination of such firm, shall be f 
final, binding and conclusive upon the parties hereto, and the ' 
Charterer shall have no right to inspect the books, records, 
tax rettirns or other doctiments of or relating to the Owner 
Participant to verify such Adjustment or Adjustments or for 
any other ptirpose. The final determination of any Adjustment 
or Adjustments shall be set forth in a written agreement executed 
and delivered by the parties hereto; provided that the failure 
to so set forth such Adjustments shall not affect the validity 
of such Adjustments for the purposes of the Principal Doctiments. 
Adjus-tments shall be effective on the Charter Hire Payment Date 
first occurring not less than 20 days after receipt of said 
notice if no demand for verification has been made by the 
Charterer as aforesaid or on the Charter Hire Paynent Date first 
occurring not less than 20 days after the detemination by such 
firm of accountants if such demand has heen nade. 

Section 24. Miscellaneous. This Agreement may be 
executed by the parties hereto in separate counterparts, each 
of v^ich vAien so executed and delivered shall be an original, 
but all such cotinterparts shall together constitute but one 
and the same instrtiment. Neither this Agreement nor emy of 
the terms hereof may be terminated, eunended, supplemented, waived 
or modified orally, but only by an instrtinent in writing signed 
by the party againat Which enforcenent of the temination, 
anendnent, supplenent, waiver or nodificaticn is sought; and 
after iastiance of the Secured Notes (except with respect to 
Sections 10, 11 and 12 hereof insofar as they concern the Owner 
Participant or the Shipowner) no such temination, anendnent, 
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r- supplenent, waiver or modification shall be effective without 
the prior written consent of the Lender. The terns of thia 
Agreenent shall be binding upon, and inure to the benefit of, 
the Charterer, the Bank (as expressly set forth herein), the 
Shipowner, the Owner Participant, the Lender emd their respective 
successors and assigns. Any provision of this Agreenent Which 

r is prohibited or tinenforceable in any jurisdiction ahall, as 
to such jurisdiction, be ineffective to the extent of such 
prohibition or tinenforceability without invalidating the 
renaining proviaions hereof, and any such prohibition or 
unenforceability in any jurisdiction shall not invalidate or 
render tinenforceable such provision in any other jtirisdiction. 
To the extent pemitted by applicable law, the parties hereto 
hereby waive any provision of law which renders any provision 
hereof prohibited or tinenforceable in emy respect. This 
Agreement shall be governed by, and construed in accordance 
with, the laws of the Connonwealth of Pennsylvania. This 
Agreenent shall not becone binding on any party hereto until 
executed and delivered by all parties hereto. 

IN WITNESS WHEREOF, the parties hereto have caused - .̂  
this Participation Agreenent to be duly executed by.their 
respective officers theretinto duly authorized as of the day 
and year first above written. 

NEW ENGLAND MERCHANTS LEASING 
CORPORATION B-7 

By: /§y.. Steven G. Morison 
Vice President-Adninistration 

PITTSBURGH NATIONAL B. ITK 

By:,/s/ Charles H. Bracken 
Vice President 

DRAVO MECHLING CORPORATION 

By. /s/ W. J. Mollenauer 
Vice President 

,*-
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THE CONNECTICUT BANK AND TRUST 
COMPANY, not in its individual 
capacity (except as set forth 
in Section 6 hereof, insofar as 
it expressly relatea to the Bank, 
and in Section 17 hereof) but 
solely as owner trustee tinder 
the Trust Agreenent 

By: I s i F . Kaweun 
• Vice P r e s i d e n t 
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Participation Agreement Amendment 

This PARTICIPATION AGREEMENT AMENDMENT, dated as of March 18, 
1982, among DRAVO MECHLING CORPORATION, a Delaware corporation (the 
"Charterer"), NEW ENGLAND MERCHANTS LEASING CORPORATION B-7, a Massa­
chusetts corporation (the "Owner Participant"), THE CONNECTICUT BANK 
AND TRUST COMPANY, as owner trustee under the Trust Agreement, dated as 
of April 1, 1981, between it and the Owner Participant (in its capacity 
as owner trustee, the "Shipowner") and PITTSBURGH NATIONAL BANK, a 
national banking association (the "Lender"). 

WHEREAS, the parties hereto desire to amend certain terms of 
the Participation Agreement, dated as of April 1, 1981, among the 
parties hereto (the "Participation Agreement"). 

1. The Participation Agreement, other than Sections 10, 11 
and 12 thereof, may not be amended except with the written consent of 
the United States of America, represented by the Secretary of Trans­
portation acting by and through the Maritime Administrator. 

2. This Amendment may be executed in separate counterparts, 
each of which when so executed and delivered shall be an original« but 
all such counterparts shall together constitute but one and the same 
instrument. 

IN WITNESS WHEREOF, the parties hereto have caused this Amend­
ment to be duly executed by their respective officers thereunto duly 
authorized as of the day and year first above written. 

NEW ENGLAND MERCHANTS LEASING 
CORPORATION B-7 

By: /s/ Phillip Sternstein 
Vice President 

PITTSBURGH NATIONAL BANK 

By: /s/ Charles H. Bracken 
Vice President 

DRAVO MECHLING CORPORATION 

By: /s/ W. J. Mollenauer 
Vice President 

THE CONNECTICUT BANK AND TRUST 
COMPANY, not in its individual 
capacity but solely as owner 
trustee under the Trust Agreement 

By: I s i M. J. Rister 
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REFINANCING AGREEMENT (NM-1) 

Dated as of February 24, 1989 

among 

NEW ENGLAND MERCHANTS LEASING CORPORATION B-7, 
as Owner Participant 

NEMLC LEASING CORPORATION, 
as Loan Participant 

NATIONAL MARINE, INC., 
as Charterer 

AND 

THE CONNECTICUT BANK AND TRUST COMPANY, NATIONAL ASSOCIATION, 
as Owner Trustee 
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THIS REFINANCING AGREEMENT, dated as of February 24, 
1989, among New England Merchants Leasing Corporation B-7, a 
Massachusetts corporation (the "Owner Participant"); NEMLC 
Leasing Corporation, a Massachusetts corporation (the "Loan 
Participant" and, together with the Owner Participant, sometimes 
collectively "Participants" and each individually a 
"Participant"); National Marine, Inc. (formerly called Dravo 
Mechling Corporation), a Delaware corporation (the "Charterer"); 
and The Connecticut Bank and Trust Company, National Association 
(the successor by merger to The Connecticut Bank and Trust 
Company, a Connecticut corporation), a national banking 
association, not in its individual capacity, except as otherwise 
expressly provided herein, but solely as trustee (herein in such 
capacity called the "Owner Trustee" or "Shipowner") under a Trust 
Agreement dated as of April 1, 1981 as amended by Trust Agreement 
Amendment No. ,1 dated March 18, 1982 and Trust Agreement Amend­
ment No. 2 dated the date hereof (the "Trust Agreement Amend­
ment"), between the Owner Trustee and the Owner Participant (the 
"Trust Agreement"). 

W I T N E S S E T H : 

WHEREAS the Owner Participant, Pittsburgh National Bank, 
the Charterer and the Owner Trustee have entered into a Partici­
pation Agreement, dated as of April 1, 1981, as amended by 
Amendment No. 1 to Participation Agreement dated March 18, 1982 
(the "Participation Agreement"; unless otherwise defined herein 
terms defined in the Participation Agreement or the Charter or 
the Indenture referred to below shall have such defined meanings 
when used herein); 

WHEREAS, the Shipowner is the owner of 20 covered hopper 
barges named DM 2801 through 2820, Official Nos. 633859 through 
633878, built at the Neville Island, Pennsylvania shipyard of 
Dravo Corporation, a Pennsylvania corporation (the "Shipbuilder") 
(collectively the "Vessels" and individually a "Vessel"); 

WHEREAS, construction of the Vessels was financed by 
contributions of equity by the Owner Participant via the Ship­
owner and interim loans from Pittsburgh National Bank; 

WHEREAS, the Shipowner has bareboat chartered the 
Vessels to the Charterer pursuant to a Bareboat Charter dated as 
of April 1, 1981, between the Shipowner and the Charterer as 
amended and restated by an Amended and Restated Bareboat Charter 
dated as of March 18, 1982, as amended by Amendment No. 1 dated 
December 27, 1982 and Amendment No. 2 dated the date hereof (said 
Amended and Restated Bareboat Charter, as the same may be further 
amended, supplemented or modified from time to time, being herein 
called the "Charter"); 



WHEREAS, in order to obtain permanent financing for the 
Vessels, the Shipowner has executed and delivered a Trust 
Indenture dated as of March 18, 1982 (said Trust Indenture, as 
the same may be amended, supplemented or modified from time to 
time being herein called the "Indenture") between it and 
Mercantile-Safe Deposit Trust Company, a Maryland banking 
corporation as Indenture Trustee (the "Indenture Trustee"), and 
has authorized the issuance under the Indenture of its bonds 
designated "United States Government Guaranteed Ship Financing 
Bonds, DMC 1 Series" (the "Title XI Obligations") in an aggregate 
principal amount of $3,474,000; 

WHEREAS, the Shipowner has, in consideration of the 
issuance of certain Guarantees by the Secretary of Transportation 
(the "Secretary"), of the payment of the unpaid interest on, and 
the unpaid balance of the principal of, the Title XI Obligations, 
and pursuant to the terms and provisions of that certain Security 
Agreement dated March 18, 1982 between the Shipowner and the 
Secretary (the "Title XI Security Agreement"), issued and 
delivered to the Secretary its promissory note dated March 18, 
1982, in the principal amount of $3,474,000 (said promissory 
note, in the form attached to the Security Agreement called the 
"Secretary's Note") and has executed and delivered a First 
Preferred Fleet Mortgage to the Secretary (said First Preferred 
Fleet Mortgage as the same has been amended, supplemented or 
modified from time to time being herein called the "Title XI 
Mortgage") for the purpose of securing the payment of the 
principal of and interest on the Secretary's Note in accordance 
with its terms; 

WHEREAS, the parties hereto desire to arrange for the 
purchase by the Shipowner of the outstanding Title XI Obligations 
from the holder thereof, for the delivery of such Title XI 
Obligations to the Indenture Trustee for cancellation and for the 
satisfaction and discharge of the Indenture by the Indenture 
Trustee in accordance with Section 12.01 of the Indenture (the 
"Indenture Release"); 

WHEREAS, in order to finance the purchase of the 
Title XI Obligations by the Shipowner, the Shipowner will issue 
to the Loan Participant its 13.05% Secured Notes due December 31, 
2000 in the principal amount of $3,216,000 (the "Secured Notes"); 

WHEREAS, for purposes of securing the payment of the 
principal of and interest on the Secured Notes, (i) the Owner 
Trustee and the Charterer shall execute and deliver an amendment 
to the Charter substantially in the form of Exhibit A hereto (the 
"Second Charter Amendment"); (ii) the Owner Trustee and the Loan 
Participant shall execute and deliver a Security Agreement 
substantially in the form of Exhibit B hereto (the "Security 
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Agreement") and a First Preferred Fleet Mortgage covering the 
Vessels substantially in the form of Exhibit C hereto (the 
"Mortgage"); (iii) the Charterer shall execute and deliver a 
First Preferred Fleet Mortgage covering certain vessels 
substantially in the form of Exhibit D hereto (the "Collateral 
Mortgage"); (iv) the Charterer shall execute and deliver a Second 
Preferred Fleet Mortgage covering certain vessels substantially 
in the form of Exhibit E hereto (the "Second Mortgage") (the ves­
sels covered by the Collateral Mortgage or the Second Mortgage, 
as the case may be, being herein collectively called the 
"Collateral Vessels"); and (v) the Owner Trustee shall execute 
and deliver to the Loan Participant an assignment of the 
Collateral Mortgage (the "Assignment of Collateral Mortgage") and 
an assignment of the Second Mortgage (the "Assignment of Second 
Mortgage") substantially in the forms of Exhibits F and G hereto, 
respectively. 

NOW, THEREFORE, in consideration of the premises hereof 
and the mutual agreements herein contained, the parties hereto 
agree as follows: 

Section 1. Ptirchase of Title XI Obligations. Subject to the 
terms and conditions of this Agreement and on the basis of the 
representations and warranties hereinafter set forth, on the 
Closing Date (as hereinafter defined) the following transactions 
shall be effected in the order set forth below (provided that 
none of such transactions shall be effected unless all of such 
transactions shall be effected on the Closing Date); 

First, the Loan Participant shall make a loan to the 
Owner Trustee in the principal amount of $3,216,000, 
evidenced by the Secured Notes and secured by (among other 
things) the Security Agreement and the Mortgage; 

Second, the Owner Trustee shall purchase the outstanding 
Title XI Obligations from the holder thereof and shall 
deliver the Title XI Obligations to the Indenture Trustee for 
cancellation; 

Third, the.Indenture Trustee shall execute and deliver a 
Retired or Paid Certificate to the Secretary and the Secre­
tary shall execute and deliver a release of the Title XI 
Mortgage (the "Release of Mortgage") and a Termination 
Agreement with respect to the satisfaction of the Title XI 
Security Agreement and certain obligations of the Charterer 
(the "Termination Agreement"); and 

Fourth, the Charterer and the Owner Trustee shall 
execute and deliver the Second Charter Amendment, the 
Collateral Mortgage and the Second Mortgage and the Owner 
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Trustee and the Loan Participant shall execute and deliver 
the Assignment of Collateral Mortgage and the Assignment of 
Second Mortgage. 

Section 2. Closing. 

A closing for the purpose of consummating the trans­
actions described in Section 1 hereof (the "Closing") shall be 
held at the offices of the Participants, 28 State Street, 24th 
Floor, Boston, Massachusetts, commencing at 9:00 A.M. Boston time 
on February 24, 1989 or on such later date as the parties may by 
Agreement determine (the "Closing Date"). 

Section 3. Conditions Precedent to the Obligations of 
the Participants. The obligation of the Loan Participant to make 
a loan to the Shipowner for the purchase of the Title XI 
Obligations on the Closing Date and of the Participants to carry 
out the other transactions described in Section 1 hereof is sub­
ject to the fulfillment of the following conditions precedent: 

(a) On or prior to the Closing Date, the Second 
Charter Amendment, the Indenture Release, the Security Agreement, 
the Mortgage, the Collateral Mortgage, the Second Mortgage, the 
Assignment of Collateral Mortgage, the Assignment of Second 
Mortgage, the Trust Agreement Amendment» the Release of Mortgage 
and the Termination Agreement shall have been duly authorized, 
executed and delivered by the respective parties thereto, and 
each of such instruments shall be in full force and effect on the 
Closing Date, and an executed counterpart of each thereof shall 
have been delivered to each of the parties hereto. 

(b) The Participants shall have received an 
appraisal from Sabine Surveyors, Inc., Port Arthur, Texas, which 
appraisal shall be satisfactory in form and substance to each 
Participant, and which appraisal shall state that the Vessels and 
the Collateral Vessels (the "Collateral") have a Total Pool Value 
(as defined in the Collateral Mortgage) on the Closing Date of at 
least 110% of the aggregate Termination Values applicable on the 
date hereof as set forth in the Charter. 

(c) (1) The Vessels shall be duly documented in 
the name of the Owner Trustee under the laws and regulations and 
the flag of the United States and evidence thereof shall have 
been delivered to the Participants; (ii) the Collateral Vessels 
shall be duly documented in the name of the Charterer under the 
laws and regulations and the flag of the United States and evi­
dence thereof shall have been delivered to the Participants; 
(iii) the Owner Trustee, with respect to the Vessels, and the 
Charterer, with respect to the Collateral Vessels, shall have 
title, free and clear of all liens, charges and encumbrances 
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whatsoever except for the Mortgage, the Charter, the Security 
Agreement and liens known to the Charterer after due inquiry 
which are listed on Schedule 1 hereto (in the case of the 
Vessels), or the Collateral Mortgage and the Second Mortgage and 
liens known to the Charterer after due inquiry which are listed 
on Schedule 1 hereto (in the case of the Collateral Vessels); 
(iv) each of the Release of Mortgage and the Mortgage shall have 
been duly recorded under Chapter 313 of Title 46 of the United 
States Code, as enacted pursuant to Public Law 100-710 ("Chapter 
313"), so as to constitute the Mortgage a first "preferred 
mortgage" as defined in Chapter 313 with respect to the Vessels 
in favor of the Loan Participant; (v) the Collateral Mortgage and 
the Assignment of Collateral Mortgage shall have been duly 
recorded under Chapter 313, so as to constitute a first 
"preferred mortgage" as defined in Chapter 313 with respect to 
the applicable Collateral Vessels in favor of the Loan Partici­
pant; (vi) the Second Mortgage and the Assignment of Second 
Mortgage shall have been duly recorded under Chapter 313, so as 
to constitute a "preferred mortgage" subordinate to the 
Collateral Mortgage with respect to the applicable Collateral 
Vessels in favor of the Loan Participant; (vii) financing 
statements under the Uniform Commercial Code shall have been duly 
filed against the Owner Trustee and (viii) the Second Charter 
Amendment and the Security Agreement shall have been duly filed 
with the Interstate Commerce Commission (the "ICC") in accordance 
with 49 U.S.C. S 11303. 

(d) The representations and warranties of the 
Charterer made herein shall be true and correct in all respects 
on and as of the Closing Date with the same effect as though made 
on and as of the Closing Date, and the Participants shall have 
received a certificate of the Charterer dated the Closing Date to 
such effect and to the effect that the Charterer has performed 
all agreements required to be performed by it on or prior to the 
Closing Date under all documents relating to the transactions 
contemplated hiereby to which it is a party. On the Closing Date 
no default by the Charterer under this Agreement, and no Event of 
Default under the Charter or Default under the Collateral Mort­
gage or other event which with notice or lapse of time or both 
would constitute such an Event of Default or Default, shall have 
occurred and be continuing, and the Participants shall have 
received a certificate of the Charterer dated the Closing Date to 
such effect. 

(e) The representations and warranties of the 
Owner Trustee made herein shall be true and correct in all 
respects on and as of the Closing Date with the same effect as 
though made on and as of the Closing Date, and the Participants 
shall have received a certificate of the Owner Trustee dated the 
Closing Date to such effect as to the representations and warran-
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ties made by such party. On the Closing Date no default by the 
Owner Trustee under this Agreement, or other event which with 
notice or lapse of time or both would constitute an Event of 
Default, shall have occurred and be continuing, and the Partici­
pants shall have received a certificate of the Owner Trustee 
dated the Closing Date to such effect as to itself and to the 
effect that such party has performed all agreements required to 
be performed by it on or prior to the Closing Date under all 
documents relating to the transactions contemplated hereby to 
which it is a party. 

(f) On the Closing Date, (i) no casualty, taking 
or similar event described in Sections 14 and 28 of the Charter 
shall have occurred with respect any Vessel; (ii) no casualty, 
taking or similar event described in Section 1.17 of each of the 
Collateral Mortgage and of the Second Mortgage, respectively 
shall have occurred with respect to the Collateral Vessels and 
(iii) the Participants shall have received a certificate of the 
Charterer dated the Closing Date to such effect. 

(g) There shall have been delivered to or on 
behalf of the Participants the following documents, in form and 
substance satisfactory to the Participants, in such number of 
counterparts or copies as may reasonably be requested: 

(i) satisfactory evidence as to the due compliance 
by the Charterer with the terms of the Charter relating to 
any required insurance with respect to the Vessels; 

(ii) satisfactory evidence as to the due compli­
ance by the Charterer with the terms of the Collateral Mort­
gage and the Second Mortgage relating to any required 
insurance with respect to the Collateral Vessels; and 

(iii) (1) a receipt, executed by an officer of the 
Marine Safety Office, United States Coast Guard at New 
Orleans, Louisiana, evidencing payment of all expenses of 
recording the Release of Mortgage, the Mortgage, the 
Collateral Mortgage, the Assignment of Collateral Mortgage, 
the Second Mortgage and the Assignment of Second Mortgage; 
(2) a certificate of ownership issued by the Marine Safety 
Office, United States Coast Guard, at the Port of New 
Orleans, Louisiana, showing the Owner Trustee to be the owner 
of the Vessels free and clear of all recorded liens and 
encumbrances, except for the Mortgage, and (3) a certificate 
of ownership issued by the Marine Safety Office, United 
States Coast Guard, at the Port of New Orleans, Louisiana, 
showing the Charterer to be the owner of the Collateral 
Vessels free and clear of all recorded liens and 
encumbrances, subject however to the lien of the Collateral 
Mortgage and the Second Mortgage. 
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(h) The Participants shall have received a favor­
able opinion addressed to it of Messrs. Thompson & Mitchell, 
special counsel for the Charterer, dated the Closing Date and 
satisfactory to special counsel for the Participants, to the 
effect that: 

(i) the Vessels and the Collateral Vessels, 
respectively, are free and clear of all liens, charges or 
other encumbrances whatsoever which result from acts of or 
claims against the Charterer or which secure obligations of 
the Charterer, other than the Mortgage, the Security 
Agreement, the Charter and liens permitted under the Charter 
(in the case of the Vessels) or the Collateral Mortgage and 
the Second Mortgage and liens permitted thereunder (in the 
case of the Collateral Vessels); 

(ii) the Vessels and the Collateral Vessels are in­
tended for "a use related to interstate commerce" within the 
meaning of 49 U.S.C. S 11303; 

(iii) the Charterer is a "citizen of the United 
States" within the meaning of Section 2 of the Shipping Act, 
1916, as amended, for the purpose of operating the Vessels 
and the Collateral Vessels in the coastwise trade of the 
United States; 

(iv) no consent, approval, order or authorization 
of, giving of notice to, registration with, or taking of any 
other action in respect of, any Federal, state or other gov­
ernmental authority or agency (including without limitation 
the Maritime Administration, United States Department of 
Transportation) is required under the provisions of any 
maritime law, rule or regulation (including without 
limitation the Shipping Act, 1916, as amended) for the execu­
tion and delivery of, the performance by the parties hereto 
and thereto of, or the carrying, out by the parties hereto and 
thereto of any of the transactions contemplated by, the 
Second Charter Amendment, the Termination Agreement, the 
Collateral Mortgage, this Agreement, the Second Mortgage, the 
Security Agreement, the Mortgage, the Assignment of 
Collateral Mortgage, the Assignment of Second Mortgage, the 
Release of Mortgage, or the carrying out by the parties 
thereto of their respective obligations thereunder, other 
than any such consent, approval, order, authorization, 
registration, notice or action as has been duly obtained, 
given or taken, specifying the same; 

(v) the execution and delivery of, and the perfor­
mance by the parties hereto and thereto of their respective 

- 7 -



obligations under, this Agreement, the Second Charter 
Amendment, the Termination Agreement, the Collateral 
Mortgage, the Second Mortgage, the Security Agreement, the 
Mortgage, the Assignment of Collateral Mortgage and the 
Assignment of Second Mortgage under present law, do not will 
not contravene the provisions of any maritime law, rule or 
regulation (including without limitation the Shipping Act, 
1916, as amended), applicable to any of said parties and will 
not require further approval under any such rule or 
regulation, except as specified in such opinion; and 

(vi) (1) the Vessels have been duly documented in 
the name of the Owner Trustee under the laws and regulations 
and the flag of the United States and no other action is 
necessary or advisable in order to establish and perfect the 
Owner Trustee's title to and interest in the Vessels as 
against the Charterer or any third parties in any applicable 
jurisdiction within the United States; (2) the Collateral 
Vessels have been duly documented in the name of the 
Charterer under the laws and regulations and the flag of the 
United States and no other action is necessary or advisable 
in order to establish and perfect the Charterer's title to 
and interest in the Collateral Vessels as against any third 
parties in any applicable jurisdiction within the United 
States; (3) each of the Release of Mortgage, the Mortgage, 
the Collateral Mortgage, the Assignment of Collateral 
Mortgage, the Second Mortgage and the Assignment of Second 
Mortgage has been duly recorded in the Office of the Officer 
in Charge, Vessel Documentation Section (or the Marine Safety 
Office), United States Coast Guard, at the Port of New 
Orleans, Louisiana (which office is the only place in which 
such recording is necessary); and the Mortgage constitutes a 
first "preferred mortgage" on the Vessels in favor of the 
Loan Participant under Chapter 313, having the effect and 
with the priority provided in Chapter 313, the Collateral 
Mortgage constitutes a first "preferred mortgage" on the 
applicable Collateral Vessels in favor of the Loan 
Participant under Chapter 313, having the effect and with the 
priority provided in Chapter 313, and the Second Mortgage 
constitutes a "preferred mortgage" subordinate to the 
Collateral Mortgage on the applicable Collateral Vessels in 
favor of the Loan Participant; and no other recording or 
periodic re-recording or filing or periodic refiling of the 
Mortgage, the Collateral Mortgage or the Second Mortgage, or 
any other act with respect to the Mortgage, the Collateral 
Mortgage or the Second Mortgage is necessary under existing 
maritime or admiralty law to continue the lien of the 
Mortgage, the Collateral Mortgage or the Second Mortgage in 
favor of the Loan Participant. 
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(vii) except for the due recordation of the Release of 
Mortgage and the Mortgage under Chapter 313, the filing of 
financing statements and .continuation statements under the 
Uniform Commercial Code in the State of Connecticut, the 
filing of the Second Charter Amendment and the Security 
Agreement with the Interstate Commerce Commission in 
accordance with 49 U.S.C. S 11303, the Loan Participant's 
possession of the original counterparts of the Charter and 
amendments thereto and the documentation of each Vessel in 
the name of the Owner Trustee, no further action is necessary 
or advisable in any jurisdiction in order to establish, 
preserve and perfect the Owner Trustee's legal title to and 
interest in each such Vessel and the Charter and the mortgage 
and security interest therein created for the benefit of the 
Loan Participant. 

(i) Each Participant shall have received a favor­
able opinion addressed to it of H. James McKnight, Esq., Vice 
President and General Counsel of the Charterer, dated the Closing 
Date and satisfactory to special counsel for the Participants, to 
the effect that: 

(1) the Charterer is a corporation duly organized 
and validly existing in good standing under the laws of the 
State of Delaware and has the corporate power and authority 
to carry on its businesses as presently conducted, to own its 
properties and to lease the Vessels and to enter into, and 
carry out the transactions contemplated by, this Agreement, 
the Second Charter Amendment, the Termination Agreement, the 
Collateral Mortgage and the Second Mortgage and to perform 
its obligations under this Agreement, the Termination 
Agreement, the Charter, the Collateral Mortgage and the 
Second Mortgage, and has not failed to qualify to do business 
in any jurisdiction where failure so to qualify would 
materially and adversely affect its financial condition or 
its ability to perform its obligations under the aforesaid 
instruments; 

(ii) the execution and delivery by the Charterer 
of this Agreement, the Second Charter Amendment, the 
Termination Agreement, the Collateral Mortgage and the Second 
Mortgage and the performance by the Charterer of this 
Agreement, the Charter, the Termination Agreement, the 
Collateral Mortgage and the Second Mortgage have been duly 
authorized by all necessary corporate action, do not require 
any stockholder approval, and do not and will not contravene 
any law or any governmental rule, regulation or order, or any 
judgment, order or decree applicable to the Charterer, and do 
not and will not contravene the provisions of the certificate 
of incorporation or by-laws of the Charterer or contravene 
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the provisions of, or constitute a default under, or subject 
the Vessels or the Collateral Vessels to any lien (other than 
the liens of the Mortgage, the Collateral Mortgage and the 
Second Mortgage, respectively), charge or encumbrance of, any 
indenture, mortgage, contract or other Agreement or 
instrument to which the Charterer is a party or by which the 
Charterer is bound; 

(iii) this Agreement, the Second Charter Amendment, 
the Termination Agreement, the Collateral Mortgage and the 
Second Mortgage have been duly authorized, executed and 
delivered by the Charterer and this Agreement, the Charter, 
the Collateral Mortgage and the Second Mortgage constitute 
legal, valid and binding obligations of the Charterer, 
enforceable against the Charterer in accordance with their 
respective terms;-

(iv) there are no actions, suits or proceedings 
pending, or to the knowledge of such counsel threatened, 
before any court, administrative agency, arbitrator or 
governmental body which, individually or in the aggregate, 
would impair the ability of the Charterer to make payments of 
Hire or materially impair the ability of the Charterer to 
perform its other obligations under this Agreement, the 
Termination Agreement, the Charter, the Collateral Mortgage 
or the Second Mortgage; 

(v) the execution, delivery and performance by the 
Charterer of this Agreement, the Second Charter Amendment, 
the Termination Agreement, the Collateral Mortgage and the 
Second Mortgage do not require the consent or approval or 
authorization or order of, the giving of notice to, or the 
registration with, or the taking of any other action in 
respect of, any Federal, state or other governmental 
authority or agency, foreign or domestic, other than such as 
have been duly obtained or given; 

(vi) all governmental filings and approvals neces­
sary for the charter and operation of the Vessels have been 
made or obtained and the Vessels comply with all applicable 
laws, ordinances, rules and regulations of the United States; 
and 

(vii) all governmental filings and approvals 
necessary for the operation of the Collateral Vessels have 
been made or obtained and the Collateral Vessels comply with 
all applicable laws, ordinances, rules and regulations of the 
United States; 

- 10 -



(j) Each Participant shall have received an 
opinion addressed to it of Messrs. Day, Berry & Howard, counsel 
for the Owner Trustee, dated the Closing Date and satisfactory to 
special counsel for the Participants, to the effect that: 

(i) The Connecticut Bank and Trust Company, 
National Association is duly organized and validly existing 
in good standing under the laws of the United States, has the 
power and authority to execute and deliver, and carry out the 
transactions contemplated by, the Trust Agreement Amendment, 
this Agreement, the Second Charter Amendment, the Security 
Agreement, the Mortgage, the Assignment of Collateral 
Mortgage and the Assignment of Second Mortgage, and is a 
"citizen of the United States" within the meaning of Section 
2 of the Shipping Act, 1916, as amended, for the purpose of 
operating the Vessel in the coastwise trade of the United 
States, and a "trustee" within the meaning of Section 31328 
of Chapter 313; 

(ii) each of the Trust Agreement Amendment, this 
Agreement, the Second Charter Amendment, the Security 
Agreement, the Mortgage, the Assignment of Collateral 
Mortgage and the Assignment of Second Mortgage has been duly 
authorized, executed and delivered by the Owner Trustee and 
constitutes a legal, valid and binding obligation of the 
Owner Trustee, enforceable against the Owner Trustee in 
accordance with the terms thereof; 

(iii) the execution and delivery by the Owner 
Trustee of the Trust Agreement Amendment, this Agreement, the 
Second Charter Amendment, the Security Agreement, the 
Mortgage, the Assignment of Collateral Mortgage and the 
Assignment of Second Mortgage and the performance by the 
Owner Trustee of the Trust Agreement, this Agreement, the 
Charter and the Security Agreement, the Collateral Mortgage 
and the Second Mortgage do not contravene the provisions of 
the articles of association or by-laws of The Connecticut 
Bank and Trust Company, National Association, or any 
provision of the laws of the United States or the State of 
Connecticut or any rule or regulation under the laws of the 
United States or, to the best of such counsel's knowledge 
after due inquiry, any rule or regulation of the State of 
Connecticut governing banking or trust powers presently 
binding on the Owner Trustee, or, to the best of such 
counsel's knowledge after due inquiry, violate any judgment, 
order or decree applicable to The Connecticut Bank and Trust 
Company, National Association or the Owner Trustee, or result 
in any violation of, or conflict with, or constitute a 
default under, or subject the Vessels to any lien, charge or 
encumbrance of, any indenture, contract, agreement or other 
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instrument applicable to the Owner Trustee of which such 
counsel has knowledge other than the Mortgage, the Security 
Agreement or the Charter; 

(iv) no consent, approval, order or authorization of, 
giving of notice to, or registration with, or taking of any 
other action in respect of, any governmental authority or 
agency of the State of Connecticut or of the United States 
governing banking or trust matters is required or desirable 
for the execution and delivery of, or the carrying out by the 
Owner Trustee of any of the transactions contemplated by the 
Trust Agreement Amendment, this Agreement, the Second Charter 
Amendment, the Security Agreement, the Mortgage, the 
Assignment of Collateral Mortgage and the Assignment of 
Second Mortgage, other than any such consent, approval, 
order, authorization, registration, notice or action as have 
been duly obtained, given or taken, specifying the seune; 

(V) no taxes, fees and other charges imposed by 
the State of Connecticut or any political subdivision thereof 
are payable with respect to the execution and delivery by The 
Connecticut Bank and Trust Company, National Association, or 
the Owner Trustee, as the case may be, of the Trust Agreement 
Amendment, this Agreement, the Second Charter Amendment, the 
Security Agreement, the Mortgage, the Assignment of 
Collateral Mortgage and the Assignment of Second Mortgage; 
and 

(vi) all filings and recordings (including, with­
out limitation, all filings of financing statements under the 
Uniform Commercial Code) have been duly effected in the State 
of Connecticut which are required to perfect the liens of and 
security interests granted by the Security Agreement or the 
Charter and to make such liens and security interests valid 
and enforceable (specifying such filings and recordings), 
and, except for the filing of continuation statements with 
respect to such financing statements as may be required to be 
filed at periodic intervals (stating such requirements), no 
periodic refiling or periodic recording is presently required 
to protect and preserve such liens and security interests. 

(k) The Participants shall have received an opinion 
addressed to it of Messrs. Morgan, Lewis & Bockius, special coun­
sel for the Participants, dated the Closing Date and satisfactory 
to the Participants as to such matters as the Participants and 
Morgan, Lewis & Bockius shall determine. 

All counsel in giving any opinion required hereunder (1) 
may, as to liens not of record and other factual matters, rely on 
certificates or other written declarations executed by officers 
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or other authorized personnel of or on behalf of any corporation 
to the extent such counsel deem appropriate (which shall be 
specified), but in giving any opinion as to the citizenship of 
any corporation (other than the Participants) under Section 2 of 
the Shipping Act, 1916, as amended, such counsel shall not be 
entitled to rely on any affidavit or certificate of such citizen­
ship given by such person or corporation on Maritime 
Administration form MA-899 or other similar forms, but shall be 
required to conduct an independent examination of such citizen­
ship (relying, however, as to factual matters on certificates or 
affidavits of such officers); (ii) shall not be required to give 
any opinion as to matters involving the laws of any jurisdiction 
in which such counsel are not admitted to practice or as to the 
effect of any such laws on this Agreement, any of the agreements 
or documents referred to herein, or any of the transactions con­
templated hereby or thereby, except as to matters of United 
States law, Delaware General Corporation Law and New York law 
(and, except as otherwise stated herein, as to matters involving 
such laws such counsel may rely on the opinions of counsel 
admitted in such jurisdictions named herein, which opinions shall 
also be addressed to any counsel relying thereon, or other such 
counsel acceptable to counsel to the Participants); and (iii) may 
state that (A) such opinion is subject (1) to qualification in 
respect of the effect of certain laws and judicial decisions upon 
the enforceability of certain rights and remedies provided in the 
Charter, the Security Agreement, the Mortgage, the Collateral 
Mortgage and the Second Mortgage; provided, however, that any 
opinion subject to such qualification shall further state that 
none of such laws then in force and none of such decisions will, 
in the opinion of such counsel, make the rights and remedies 
provided in the Charter, the Security Agreement, the Mortgage, 
the Collateral Mortgage or the Second Mortgage, taken as a whole, 
inadequate for the practical realization of the benefits and the 
security provided thereby, and (2) to the qualification that the 
enforceability of the rights and remedies of any party is also 
subject to any applicable bankruptcy, reorganization, insolvency, 
moratorium or other similar laws affecting generally the 
enforcement of creditors' rights from time to time in effect, and 
to general equitable principles, and (B) the opinions concerning 
the legality, validity and binding effect of any Agreement in 
respect of any party are based on the assumption that such 
Agreement constitutes a legal, valid and binding Agreement of the 
other parties thereto. 

(1) All corporate and other proceedings in connec­
tion with the transactions contemplated by this Agreement and all 
documents incident thereto shall be satisfactory in form and sub­
stance to counsel for the Participants, and counsel for the Par­
ticipants shall have received such documents and evidence as such 
counsel may request in order to establish the consummation of the 
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transactions contemplated by this Agreement, the taking of all 
corporate proceedings in connection therewith and compliance with 
the conditions set forth in this Section 3. 

(m) On or prior to the Closing Date, the Secretary 
shall have duly authorized, executed and delivered to the 
Shipowner the Release of Mortgage, the Termination Agreement and 
a UCC-3 Termination Statement with respect to the Title XI 
Security Agreement and shall have delivered to the Shipowner the 
Secretary's Note marked cancelled and the counterparts of the 
Amended and Restated Bareboat Charter dated as of March 18, 1982 
and Amendment No. 1 thereto denoted "Counterpart No. 1." 

(n) The Participants shall have received a signed 
copy of the recommendation of the Secretary authorizing the 
actions referred to in Section 3(m) hereof. 

(o) A UCC-3 Termination Statement with respect to 
the Title XI Security Agreement shall have been received by the 
Participants. 

(p) The original counterparts of the Amended and 
Restated Bareboat Charter dated March 18, 1982, Amendment No. 1 
thereto and the Second Charter Amendment shall be in the 
possession of the Loan Participant. 

Section 4. Conditions Precedent to the Obligations of 
the Charterer. The obligation of the Charterer to enter into the 
Collateral Mortgage, the Second Mortgage and the Second Charter 
Amendment on the Closing Date pursuant to Section 1 hereof is 
subject to the fulfillment of the following conditions precedent: 

(a) The conditions specified in Sections 3(a) and 
3(n) hereof shall have been fulfilled. 

(b) The Charterer shall have received signed 
copies of the opinions of counsel delivered pursuant to Sections 
3(h) and 3(j) hereof on the Closing Date, and such opinions shall 
also be addressed to the Charterer. 

(c) The Owner Participant shall have entered into 
an agreement with Congress Financial Corporation with respect to 
its interest in certain assets of the Charterer and granting said 
Corporation certain cure rights in respect of the Charter. 

Section 5. Representations, Warranties and Covenants of 
the Charterer. The Charterer represents, warrants and covenants 
to each other party hereto that: 
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(a) the Charterer is a corporation duly organized 
and validly existing in good standing under the laws of its 
jurisdiction of incorporation and has the corporate power and 
authority to carry on its businesses as presently conducted, to 
own its properties and to charter the Vessels and to enter into 
and perform its obligations under this Agreement, the Second 
Charter Amendment, the Termination Agreement, the Collateral 
Mortgage and the Second Mortgage, and the Charterer has not 
failed to qualify to do business in any jurisdiction where 
failure so to qualify would materially and adversely affect its 
financial condition or its ability to perform its obligations 
under the aforesaid instruments; 

(b) the execution and delivery by the Charterer of 
this Agreement, the Second Charter Amendment, the Termination 
Agreement, the Collateral Mortgage and the Second Mortgage and 
the performance by the Charterer of this Agreement, the Second 
Charter Amendment, the Charter, the Termination Agreement, the 
Collateral Mortgage and the Second Mortgage have been duly 
authorized by all necessary corporate action, do not require any 
stockholder approval, under present law do not and will not 
contravene any law or any governmental rule, regulation or order, 
or any judgment, order or decree applicable to the Charterer, and 
do not and will not contravene the provisions of the certificate 
of incorporation or by-laws of the Charterer or contravene the 
provisions of, or constitute a default under, or subject the 
Vessels or the Collateral Vessels to any lien (other than the 
liens of the Charter, the Security Agreement, the Mortgage, the 
Collateral Mortgage and the Second Mortgage, respectively) charge 
or encumbrance of, any indenture, mortgage, contract or other 
Agreement or instrument to which the Charterer is a party or by 
which the Charterer is bound; 

(c) the execution and delivery by the Charterer of 
this Agreement, the Second Charter Amendment, the Termination 
Agreement, the Collateral Mortgage and the Second Mortgage and 
the performance by the Charterer of this Agreement, the Second 
Charter Amendment, the Charter, the Collateral Mortgage and the 
Second Mortgage do not require the consent or approval or 
authorization or order of, the giving of notice to, or the 
registration with, or the taking of any other action in respect 
of, any Federal, state or governmental authority or agency, 
foreign or domestic, other than such as have been duly obtained, 
given or taken; 

(d) all governmental filings and approvals neces­
sary for the charter and operation of the Vessels have been made 
or obtained and the Vessels comply with all applicable laws, 
ordinances, rules and regulations of the United States; and all 
governmental filings and approvals necessary for the operation of 
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the Collateral Vessels have been made or obtained and the 
Collateral Vessels comply with all applicable laws, ordinances, 
rules and regulations of the United States; 

(e) this Agreement, the Second Charter Amendment, 
the Termination Agreement, the Collateral Mortgage and the Second 
Mortgage have been duly authorized, executed and delivered by the 
Charterer and this Agreement, the Second Charter Amendment, the 
Charter, the Termination Agreement, the Collateral Mortgage and 
the Second Mortgage constitute legal, valid and binding 
obligations of the Charterer, enforceable against the Charterer 
in accordance with their respective terms; 

(f) the consolidated balance sheet of the 
Charterer and its consolidated subsidiaries as of September 30, 
1988 and the related statements of income and changes in 
financial position for the year then ended ("Consolidated 
Financial Statements"), reviewed by Cooper & Lybrands, 
independent accountants, copies of which have been delivered by 
the Charterer to the Participants, have been prepared in 
accordance with generally accepted accounting principles con­
sistently applied during the period and fairly present the finan­
cial position of the Charterer and its consolidated subsidiaries 
at the date thereof and the results of their operations and 
changes in financial position for the period covered thereby; and 
there has been no material adverse change in the consolidated 
financial condition, business or operations of the Charterer and 
its consolidated subsidiaries since September 30, 1988, 
considered as a whole; 

(g) there are no actions, suits or proceedings 
pending, or to the knowledge of the Charterer threatened, before 
any court, administrative agency, arbitrator or governmental body 
which, individually or in the aggregate, would impair the ability 
of the Charterer to make payments of Hire or materially impair 
the ability of the Charterer to perform its other obligations 
under this Agreement, the Charter, the Termination Agreement, the 
Collateral Mortgage or the Second Mortgage; 

(h) on the Closing Date, the Vessels and the 
Collateral Vessels will be free.and clear of all liens, charges 
or other enctimbrances whatsoever which result from acts of or 
claims against the Charterer or which secure obligations of the 
Charterer, other than the Mortgage, the Charter, the Security 
Agreement and liens known to the Charterer after due inquiry 
which are listed on Schedule 1 hereto (in the case of the 
Vessels) or the Collateral Mortgage and the Second Mortgage and 
liens known to the Charterer after due inquiry which are listed 
on Schedule 1 hereto (in the case of the Collateral Vessels); 
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(1) on the Closing Date, the Vessels will be duly 
documented in the name of the Owner Trustee under the laws and 
regulations and the flag of the United States and no other fil­
ing, recording, documentation or other action will be necessary 
or advisable in order to establish and perfect the Owner 
Trustee's title to and interest in the Vessels as against the 
Charterer or any third parties in any applicable jurisdiction 
within the United States; on the Closing Date, the Collateral 
Vessels will be duly documented in the name of the Charterer 
under the laws and regulations and the flag of the United States 
and no other filing, recording, documentation or other action 
will be necessary or advisable in order to establish and perfect 
the Charterer's title to aiid interest in the Collateral Vessels 
as against any third parties in any applicable jurisdiction with­
in the United States; on the Closing Date, each of the Release of 
Mortgage and the Mortgage will have been duly recorded in the 
Office of the Officer in Charge, Vessel Documentation Section (or 
the Marine Safety Office), United States Coast Guard, at the Port 
of New Orleans, Louisiana (which office is the only place in 
which such recording is necessary), and the Mortgage will 
constitute a first "preferred mortgage" on the Vessels in favor 
of the Loan Participant under Chapter 313, having the effect and 
with the priority provided in Chapter 313; on the Closing Date 
the Collateral Mortgage, the Assignment of Collateral Mortgage, 
the Second Mortgage and the Assignment of Second Mortgage will 
have been duly recorded in the office of the Officer in Charge, 
Vessel Documentation Section (or the Marine Safety Office), 
United States Coast Guard, at the Port of New Orleans, Louisiana 
(which office is the only place in which such recording is 
necessary), and the Collateral Mortgage will constitute a first 
"preferred mortgage" on the Collateral Vessels in favor of the 
Loan Participant under Chapter 313, having the effect and with 
the priority provided in Chapter 313, and the Second Mortgage 
will constitute a "preferred mortgage" subordinate to the 
Collateral Mortgage on the Collateral Vessels, in favor of the 
Loan Participant; and no other recording or periodic re-recording 
or filing or periodic refiling of the Mortgage, the Collateral 
Mortgage and the Second Mortgage, or any other act with respect 
to (except as specified in paragraph (j) below), the Mortgage, 
the Collateral Mortgage and the Second Mortgage is necessary 
under existing law to continue the lien of the Mortgage, the 
Collateral Mortgage and the Second Mortgage in favor of the Loan 
Participant; 

(j) on the Closing Date, all filings and record­
ings (including, without limitation, the filing of the Second 
Charter Amendment and the Security Agreement with the ICC in 
accordance with 49 U.S.C. § 11303 and all filings of financing 
statements under the Uniform Commercial Code) will have been duly 
effected in each jurisdiction in which such filings and record-
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ings are required to perfect the liens of and security interests 
granted by the Mortgage, the Security Agreement, the Collateral 
Mortgage and the Second Mortgage and to make such liens and 
security interests valid and enforceable and to preserve and 
protect the Owner Trustee's legal title to and interest in each 
Vessel and the Charter, and no periodic refiling or periodic re-
recording is presently required to protect and preserve such 
liens and security interests and legal title other than the 
filing of continuation statements pursuant to the Uniform 
Commercial Code within six months prior to the expiration of each 
five-year period following the respective dates of filing of the 
financing statements filed pursuant hereto; 

(k) The Vessels and the Collateral Vessels are 
intended for "a use related to interstate commerce" within the 
meaning of 49 U.S.C. S 11303; 

(1) the Charterer is a "citizen of the United 
States" within the meaning of Section 2 of the Shipping Act, 
1916, as amended, for the purpose of operating the Vessels and 
the Collateral Vessels, in the coastwise trade of the United 
States; 

(m) the Charterer and its subsidiaries have filed 
all tax returns and declarations of estimated tax which, to the 
knowledge of the Charterer, are required to be filed and have 
paid all taxes which have become due pursuant to such returns and 
declarations; 

(n) the Charterer and its subsidiaries are not in 
violation of any applicable provision of the Employee Retirement 
Income Security Act of 1974, as amended ("ERISA"), and the 
regulations and published interpretations thereunder, which vio­
lation might materially and adversely affect the assets or the 
financial condition, business or operations of the Charterer and 
its subsidiaries taken as a whole, and neither the Charterer nor 
any subsidiary has incurred any liability to the Pension Benefit 
Guaranty Corporation under Section 4062 of ERISA; 

(o) assuming the correctness of the representa­
tions of the Loan Participant in Section 8 hereof, the trans­
actions contemplated hereby will not involve any "prohibited 
transaction" within the meaning of ERISA or Section 4975 of the 
Internal Revenue Code of 1986, as amended (the "Code"); 

(p) neither the representations of the Charterer 
set forth in this Agreement, nor the financial statements 
referred to in Section 5(f) hereof contains any untrue statement 
of a material fact and, taken collectively, the same do not omit 
to state a material fact necessary in order to make the state­
ments contained herein or therein not misleading; and 
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(q) the chief executive office and principal place 
of business of the Charter, and the place where its records 
concerning the Vessels and the Collateral Vessels and all of its 
interest in, to and under all documents relating to said Vessels 
and Collateral Vessels to which it is a party are kept, is in New 
Orleans, Louisiana. 

Section 6. Representations, Warranties and Covenants 
of The Connecticut Bank and Trust Company, National Association, 
and of the Owner Trustee. 

(a) The Connecticut Bank and Trust Company, 
National Association, in its individual capacity represents and 
warrants to each party hereto that: 

(i) The Connecticut Bank and Trust Company, 
National Association, is duly organized and validly existing 
in good standing under the laws of the United States, has the 
power and authority to execute and deliver the Trust 
Agreement Amendment, this Agreement, the Second Charter 
Amendment, the Security Agreement, the Mortgage, the 
Assignment of Collateral Mortgage and the Assignment of the 
Second Mortgage, and is a "citizen of the United States" 
within the meaning of Section 2 of the Shipping Act, 1916, as 
amended, for the purpose of operating the Vessels in the 
coastwise trade of the United States and is a "trustee" 
within the meaning of Section 31328 of Chapter 313; 

(ii) each of the Trust Agreement Amendment, this 
Agreement, the Second Charter Amendment, the Security 
Agreement, the Mortgage, the Assignment of Collateral 
Mortgage and the Assignment of the Second Mortgage has been 
duly authorized by the Owner Trustee and has been duly 
executed and delivered by the Owner Trustee; 

(iii) the execution and delivery by the Owner 
Trustee of the Trust Agreement Amendment, this Agreement, and 
the Second Charter Amendment, the Security Agreement, the 
Mortgage, the Assignment of Collateral Mortgage and the 
Assignment of Second Mortgage and the performance by the 
Owner Trustee of the Trust Agreement, this Agreement, the 
Charter, the Amended Security Agreement, the Amended 
Mortgage, the Assignment of the Collateral Mortgage and the 
Assignment of the Second Mortgage, do not and will not 
contravene any law or governmental rule or regulation 
governing banking or trust powers applicable to The 
Connecticut Bank and Trust Company, National Association or 
the Owner Trustee, or contravene the provisions of the 
articles of association or by-laws of The Connecticut Bank 
and Trust Company, National Association, or violate any 

- 19 -



judgment, order or decree applicable to The Connecticut Bank 
and Trust Company, National Association or the Owner Trustee 
or result in any violation of, or conflict with, or 
constitute a default under, or subject the Vessels or the 
Collateral Vessels to any lien (other than the lien of the 
Mortgage, the Collateral Mortgage or the Second Mortgage, 
respectively), charge or encumbrance of, any indenture, 
contract. Agreement or other instrument applicable to The 
Connecticut Bank and Trust Company, National Association, or 
the Owner Trustee; 

(iv) the Vessels and the Collateral Vessels are 
free and clear of all Shipowner's Liens; and 

(b) The Owner Trustee represents and warrants to 
each other party hereto that: 

(i) each of the Trust Agreement Amendment, this 
Agreement, the Second Charter Amendment, the Amended Security 
Agreement, the Amended Mortgage, the Assignment of Collateral 
Mortgage and the Assignment of Second Mortgage has been duly 
authorized by the Owner Trustee, and has been duly executed 
and delivered by the Owner Trustee, and each of the Trust 
Agreement, this Agreement, the Second Charter Amendment, the 
Amended Security Agreement, the Amended Mortgage, the 
Assignment of Collateral Mortgage and the Assignment of 
Second Mortgage, constitutes a legal, valid and binding 
obligation of the Owner Trustee, enforceable against the 
Owner Trustee in accordance with the terms thereof; 

(ii) the chief executive office and principal 
place of business of the Owner Trustee, and the place where 
its records concerning the Vessels and all of its interest 
in, to and under all documents relating to the Trust Estate 
to which it is a party are kept, is in Hartford, Connecticut; 
and 

(iii) as of the Closing Date, the Owner Trustee 
will not have executed and delivered any supplement, 
modification or amendment to the Trust Agreement or the 
Charter (other than Amendment No. 1 to the Trust Agreement 
the Trust Agreement Amendment, Amendment No. 1 to the Charter 
and the Second Charter Amendment) nor executed or filed any 
UCC filings covering the Trust Estate since March 18, 1982. 

Section 7. Representations and Warranties of the Owner 
Participant. The Owner Participant represents and warrants to 
each other party hereto that: 
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(i) the Owner Participant is a corporation duly 
organized and validly existing in good standing under the 
laws of the State of Massachusetts, has the corporate power 
to enter into, and carry out the transactions contemplated by 
this Agreement and is a "citizen of the United States" within 
the meaning of Section 2 of the Shipping Act, 1916, as 
amended, for the purpose of operating the Vessels in the 
coastwise trade of the United States; 

(ii) the Owner Participant has duly authorized, 
executed and delivered this Agreement and the Trust Agreement 
Amendment and each of this Agreement and the Trust Agreement 
Amendment constitutes a legal, valid and binding obligation 
of the Owner Participant enforceable against the Owner 
Participant in accordance with the terms thereof; 

(iii) neither the execution and delivery by the 
Owner Participant of this Agreement and the Trust Agreement 
Amendment nor the consummation of any of the transactions by 
the Owner Participant contemplated hereby or thereby, (1) 
require any consent, approval or authorization of, or giving 
of notice to, or registration with, or taking of any other 
action in respect of, any governmental authority or agency of 
the United States or of the State of Massachusetts (or any 
governmental subdivision thereof), (2) contravene any 
provision of the Owner Participant's certificate of 
incorporation or by-laws or of any indenture, mortgage, 
contract or other Agreement to which it is a party or by 
which is it bound or (3) violate any law, governmental rule 
or regulation of the State of Massachusetts or the United 
States (or any governmental subdivision thereof) or any order 
or judgment binding on it; and 

(iv) there are no actions, suits or proceedings 
pending or, to the knowledge of the Owner Participant, 
threatened against the Owner Participant or any of its prop­
erties before any court, administrative agency, arbitrator or 
governmental body which might, if determined adversely to the 
Owner Participant, adversely effect its ability to perform 
its obligations under this Agreement or the Trust Agreement; 

Section 8. Representations, Warranties and Covenants 
of the Loan Participant The Loan Participant represents and war­
rants that it is not acquiring the Obligations with the assets of 
any separate account in which any employee benefit plan has any 
interest (the terms "separate account" and "employee benefit 
plan" having the respective meanings set forth in ERISA). 

Section 9. Indemnification by Charterer. 
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(a) Section 12 of the Participation Agreement is 
hereby incorporated herein by reference as if said Section 12 
were actually restated herein except that references to the 
Lender shall be deemed to be references to the Loan Participant, 
references to the Participation Agreement shall be deemed to 
include this Agreement and the provisions of Section 12(a)(2) 
shall be subject to the limitations set forth in the letter 
Agreement dated February 7, 1989, as amended by a letter 
agreement dated February 15, 1989, each between the Owner 
Participant and the Vectura Group, Inc. 

(b) If, as a result of the refinancing of the 
Title XI Obligations, the related restructuring of the Charter or 
any event or circumstance occurring or arising in connection with 
such refinancing or restructuring, (A) the Owner Participant 
shall lose, or shall not have, or shall lose the right to claim, 
or shall suffer a disallowance of or shall be required to 
recapture all or any portion of the Depreciation Deduction (as 
defined in Section 11(a) of the Participation Agreement), (B) for 
federal income tax purposes any item of income, loss or deduction 
with respect to any Vessel is treated as derived from, or 
allocable to, sources outside the United States (whether or not 
any foreign income taxes imposed as a result thereof may be 
credited against Federal, state or local income taxes of the 
Owner Participant), (C) there shall be included in the gross 
income of the Owner Participant for Federal, state or local 
income tax purposes any amount, at any time, other than payments 
of Basic Charter Hire, Stipulated Loss Value, Termination Value 
and amounts required to be paid pursuant to Sections 8(c), 14, 17 
or 20 of the Charter, in each case at the respective times 
assumed by the Owner Participant when it acquired and chartered 
the Vessels as contemplated by the Participation Agreement, or 
(D) the Owner Participant shall suffer any other adverse federal, 
state, local or foreign tax consequences, then (W) any such loss, 
disallowance, recapture, treatment, inclusion or adverse tax 
consequence shall be treated as a Tax Loss under Section 11 of 
the Participation Agreement (such section being hereinafter, 
referred to as the "Tax Indemnity"), (X) such refinancing, 
restructuring, event or circumstance shall not constitute events 
described in clause (iv) or (vi) of subsection (c) of the Tax 
Indemnity, (Y) subject to clause (Z) below, the Basic Charter 
Hire shall be increased (or, at the Charterer's election, a lump 
sum shall be paid) in connection with such Tax Loss as provided 
in the Tax Indemnity, and (Z) the contest provisions contained in 
subsection (d) of the Tax Indemnity shall be applicable with 
respect to such Tax Loss. 

Section 10. Other Documents, Etc. 
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(a) The Charterer hereby consents in all respects 
to the execution and delivery of the Security Agreement and to 
the provisions thereof relating to payments of hire to the Loan 
Participant, to the Assignment of Collateral Mortgage and to the 
Assignment of Second Mortgage and to all of the terms thereof, 
and the Charterer acknowledges receipt of an executed counterpart 
of the Security Agreement, the Assignment of Collateral Mortgage 
and the Assignment of Second Mortgage. 

(b) The Owner Trustee and the Loan Participant 
hereby agree, for the benefit of the Charterer, that so long as 
no event which constitutes an Event of Default (as defined in 
Section 19 of the Charter) shall have occurred and be continuing 
under the Charter, anything in the Mortgage, the Collateral 
Mortgage or the Second Mortgage to the contrary notwithstanding, 
the rights of the Charterer to.possession of the Vessels and the 
other rights of the Charterer under the Charter shall not be 
disturbed or otherwise affected by the Loan Participant or any 
party claiming by or through the Loan Participant whether or not 
an Event of Default under the Mortgage (which is not an Event of 
Default under the Charter) shall have occurred. 

Section 11. Liabilities of the Participants and the 
Owner Trustee. Neither any Participant nor the Owner Trustee 
(except as set forth in agreements to which it is a party) shall 
have any obligation or duty to the Charterer, to any other Par­
ticipant or to any other person with respect to the transactions 
contemplated hereby except those obligations or duties specifi­
cally set forth in this Agreement and, with regard to the Owner 
Participant and the Owner Trustee, in the Trust Agreement and the 
Participation Agreement. Without limitation of the generality of 
the foregoing, under no circumstances whatsoever shall any 
Participant as such be liable to the Charterer, nor shall any 
Participant be liable to any other Participant or to any other 
person, for any action or inaction on the part of the Owner 
Trustee in connection with the Trust Agreement, the Participation 
Agreement, this Agreement, or the administration of the Trust 
Estate (as defined in the Trust Agreement) or otherwise, whether 
or not such action or inaction is caused by the wilful misconduct 
or gross negligence of the Owner Trustee or the Indenture 
Trustee. With respect to the duties and obligations specifically 
set forth in this Agreement, the Participation Agreement and the 
Trust Agreement, no recourse shall be had against the Owner 
Trustee (or any successor thereto) in its individual capacity or 
the Owner Participant with respect to such duties and obligations 
or for any amounts payable hereunder or under the Trust 
Agreement, the Charter, the Mortgage, the Collateral Mortgage, 
the Second Mortgage or any other document. Agreement or instru­
ment relating to the transactions contemplated by any of the 
aforementioned documents, or for any claim based hereon or 
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thereon or otherwise in respect hereof or thereof; provided, 
however, that nothing herein shall prevent recourse to and the 
enforcement against the Owner Participant for performance of its 
Agreement and covenants set forth herein or against the Owner 
Trustee in its individual capacity for performance of any 
Agreement made in its individual capacity and set forth herein, 
in the Charter, in the Participation Agreement or in the Trust 
Agreement or against either the Owner Trustee in its individual 
capacity or the Owner Participant for its own gross negligence or 
wilful misconduct or for injuries resulting from the inaccuracy 
of any representation or warranty made by the Owner Trustee in 
its individual capacity or the Owner Participant herein. 

Section 12. Brokerage Commissions. Each party to this 
Agreement represents and warrants to each other party that it has 
not entered into any Agreement with any other Person giving rise 
to, and is not responsible for, any claim by any other Person for 
brokering or other commissions in respect of the transactions 
contemplated by this Agreement for which any other party is 
responsible, except that the Charterer has retained Boston 
Leasing Group Co. as its financial advisor and the Charterer is 
solely responsible for the fees of Boston Leasing Group Co. 

Section 13. Notices. For the purpose of this Agreement, 
the term "Notice" shall mean written or telegraphic notice, or 
notice by telephone promptly confirmed in writing, the term 
"Business Days" shall mean calendar days other than Saturdays, 
Sundays or public holidays under the laws of the State of 
Louisiana or Connecticut or in the Commonwealth of Massachusetts 
in effect at the time of giving of any Notice, and the term 
"Business Day" shall mean any such calendar day. Notice shall be 
sent to the Owner Trustee at One Constitution Plaza, Hartford, 
Connecticut 06115, Attention: Corporate Trust Department CTHM 
A06K; to the Loan Participant at 28 State Street, P.O. Box 2332, 
Boston, Massachusetts 02109, Attention: Senior Vice President, 
Administration; to the Owner Participant at 28 State Street, P.O. 
Box 2332, Boston, Massachusetts 02109, Attention: Senior Vice 
President, Administration; and to the Charterer at 1515 Poydras, 
Suite 1500, New Orleans, Louisiana 70152, Attention: 
President. Any Notice shall be effective upon the receipt 
thereof. 

Section 14. Successor Trustees; Co-Trustees. If a successor 
trustee is appointed in accordance with the terms of the Trust 
Agreement, such successor trustee shall, without further act, 
succeed to all the rights, duties, immunities and obligations of 
the entity then serving as Owner Trustee hereunder and under each 
other document and the predecessor trustee shall be released from 
all further duties and obligations hereunder and thereunder, all 
without the necessity of any consent or approval by the parties 

- 24 -



hereto (except as provided in the Trust Agreement) and without in 
any way altering the terms of this Agreement or any other docu­
ment or the obligations of any party hereto or thereto. Each 
party hereto or thereto consents to the provisions of the Trust 
Agreement relating to the appointment from time to time of one or 
more co-trustees or separate trustees to exercise or hold any or 
all of the rights, power and title of the Owner Trustee, here­
under or thereunder, without the necessity of any consent or 
approval by any of the parties hereto (except as provided in the 
Trust Agreement) and without in any way altering the terms of 
this Agreement or any other document or the obligations of any 
party hereto or thereto. 

Section 15. Waivers. Conditions to the obligations, 
and rights inuring to the benefit, of the Participants may be 
waived by an instrument signed by the Participants. 

Section 16. Miscellaneous. This Agreement may be 
executed by the parties hereto in separate counterparts, each of 
which when so executed and delivered shall be an original, but 
all such counterparts shall together constitute but one and the 
same instrument. Neither this Agreement nor any of the terms 
hereof may be terminated, amended, supplemented, waived or 
modified orally, but only by an instrument in writing signed by 
the party against which the enforcement of the termination, 
amendment, supplement, waiver or modification is sought. Subject 
to the provisions of Section 11 hereof, the terms of this 
Agreement shall be binding upon, and inure to the benefit of, the 
Charterer, each Participant, and the Owner Trustee and their 
respective successors and assigns. This Agreement shall in all 
respects be governed by, and construed in accordance with, the 
laws of the State of New York including all matters of con­
struction, validity and performance. 

IN WITNESS WHEREOF, the parties hereto have caused this 
Agreement to be duly executed by their respective officers there­
unto duly authorized as of the day and year first above written. 

NATIONAL MARINE, INC. 

By: Title: 
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NEW ENGLAND MERCHANTS LEASING 
CORPORATION B-7 

By:_^ 
Title: 

NEMLC LEASING CORPORATION 

By: 
Title: 

THE CONNECTICUT BANK AND TRUST 
COMPANY, NATIONAL ASSOCIATION, 
not in its individual capacity, 
except as otherwise expressly 
provided herein, but solely as 
Owner Trustee 

By:_^ 
Title: 

r \ 
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SCHEDULE 1 



EXHIBIT 8 to 
SECURITY AGREEMENT 

Assignment of Collateral 
Mortgage 



ASSIGNMENT OF FIRST PREFERRED FLEET MORTGAGE 
(NM-1) 

KNOW ALL MEN BY THESE PRESENTS, that THE CONNECTICUT 
BANK AND TRUST COMPANY, NATIONAL ASSOCIATION, a national banking 
association, not in its individual capacity but solely as trustee 
(in such capacity, herein called the "Assianor'M under the Trust 
Agreement dated as of April 1, 1981, as amended, between it and 
the Owner Participant named therein, for good and valuable 
consideration, receipt whereof is hereby acknowledged, has 
assigned, transferred and set over, and by these presents does 
assign, transfer and set over, unto NEMLC LEASING CORPORATION, a 
Massachusetts corporation (herein called the "Assignee"), without 
recourse, warranty, representation or other liability of any 
kind, except only that the Assignor represents that it has duly 
authorized and executed this Assignment, all of<the Assignor's 
estate, rights and interests in, to and under that certain First 
Preferred Fleet Mortgage (NM-1) dated and effective as of the 
date hereof (herein called the "Mortgage") from National Marine, 
Inc., a Delaware corporation (herein called the "Mortgagor"^. in 
favor of the Assignor, said Mortgage having been filed for 
recordation in the Office of the Officer in Charge, Marine 
Inspection, United States Coast Guard, New Orleans, Louisiana, 
at a.m. on the date of this Assignment, and recorded 
in Book No. , Instrument No. , covering the whole of 
each of the vessels identified in Schedule 1 attached hereto and 
hereby incorporated herein, in each case together with all of her 
engines, boilers, machinery, masts, spars, boats, anchors, 
cables, chains, rigging, tackle, fittings, tools, pumps, pumping 
equipment, gear, apparel, furniture, equipment, spare parts and 
all other appurtenances thereto appertaining or belonging to said 
vessel, whether now owned or hereafter acquired, whether on board 
or not, and whether installed by the Mortgagor or others, and 
also any and all additions, improvements, renewals and 
replacements at any time made in or to said vessel or any part 
thereof or in or to her equipment and appurtenances, aforesaid. 

The full name and address of the Assignor is: 

The Connecticut Bank and Trust Company, 
National Association, 

not in its individual capacity but 
solely as trustee under a Trust 
Agreement dated as of April 1, 1981, as 
amended, with New England Merchants 
Leasing Corporation B-7 as beneficiary 

One Constitution Plaza 
Hartford, Connecticut 06115 
Attention: Corporate Trust Department CTHMA06K 

03220128.89 
February 23, 1989 



The full nâ me and address of the Assignee is: 

NEMLC Leasing Corporation 
28 State Street 
P.O. Box 2332 
Boston, Massachusetts 02109 
Attention: Senior Vice President, 

Administrator 

The Assignor is the sole mortgagee under the Mortgage, 
and is hereby assigning all of its estate, rights and interests 
under the Mortgage to the Assignee. 

This Assignment is being executed and delivered to 
secure an indebtedness of the Assignor in favor of the Assignee 
in the principal amount of Three Million Two Hundred Sixteen 
Thousand Dollars ($3,216,000), evidenced by the Assignor's 13.05% 
Secured Notes due December 31, 2000. Upon payment in full of 
such indebtedness together with all interest thereon, and the 
discharge of that certain First Preferred Fleet Mortgage (NM-1) 
dated the date hereof (the "Assignee Mortgage"^ from the Assignor 
in favor of the Assignee which also secures such indebtedness 
(said Assignee Mortgage having been filed for recordation in the 
Office of the Officer in Charge, Marine Inspection, United States 
Coast Guard, New Orleans, Louisiana, at a.m. on the date 
of this Assignment, and recorded in Book No. , Instrument 
No. , the Assignee shall execute and deliver an instrument 
re-assigning to the Assignor all of the estate, rights and 
interests hereby assigned to the Assignee, which instrument shall 
be in proper form for filing and recording under Chapter 313 of 
Title 46 of the United States Code, as enacted pursuant to Public 
Law 100-710, or any successor statute. The Assignee hereby 
agrees for the benefit of the Mortgagor and the Assignor that it 
shall be bound by the provisions of the Mortgage and shall 
perform and observe all of the obligations of the Assignor under 
the Mortgage that cannot be performed or observed by the Assignor 
by reason of this Assignment at all times until the Assignee 
delivers an instrument of re-assignment in accordance with the 
preceding sentence. 
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IN WITNESS WHEREOF, the Assignor and the Assignee have 
executed this Assignment of First Preferred Fleet Mortgage (NM-1) 
as of the 24th day of February, 1989. 

THE CONNECTICUT BANK AND TRUST 
COMPANY, NATIONAL ASSOCIATION, 

not in its individual 
capacity but solely as 
trustee under a Trust 
Agreement dated as of April 
1, 1981, as amended, 
with New England Merchants 
Leasing Corporation B-7 as 
beneficiary 

By:. 
Title: 

NEMLC LEASING CORPORATION 

By:. 
Title: 
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EXHIBIT 9 to 
SECURITY AGREEMENT 

Assignment of Second 
Mortgage 



ASSIGNMENT OF SECOND PREFERRED FLEET MORTGAGE 
(NM-1) 

KNOW ALL MEN BY THESE PRESENTS, that THE CONNECTICUT 
BANK AND TRUST COMPANY, NATIONAL ASSOCIATION, a national banking 
association, not in its individual capacity but solely as trustee 
(in such capacity, herein called the "Assignor") under the Trust 
Agreement dated as of April 1, 1981, as amended, between it and 
the Owner Participant named therein, for good and valuable 
consideration, receipt whereof is hereby acknowledged, has 
assigned, transferred and set over, and by these presents does 
assign, transfer and set over, unto NEMLC LEASING CORPORATION, a 
Massachusetts corporation (herein called the "Assignee"), without 
recourse, warranty, representation or other liability of any 
kind, except only that the Assignor represents that it has duly 
authorized and executed this Assignment, all of the Assignor's 
estate, rights and interests in, to and under that certain Second 
Preferred Fleet Mortgage (NM-1) dated and effective as of the 
date hereof (herein called the "Mortgage") from National Marine, 
Inc., a Delaware corporation (herein called the "Mortgagor"), in 
favor of the Assignor, said Mortgage having been filed for 
recordation in the Office of the Officer in Charge, Marine 
Inspection, United States Coast Guard, New Orleans, Louisiana, 
at a.m. on the date of this Assignment, and recorded 
in Book No. , Instrument No. , covering the whole of 
each of the vessels identified in Schedule 1 attached hereto and 
hereby incorporated herein, in each case together with all of her 
engines, boilers, machinery, masts, spars, boats, anchors, 
cables, chains, rigging, tackle, fittings, tools, pumps, pumping 
equipment, gear, apparel, furniture, equipment, spare parts and 
all other appurtenances thereto appertaining or belonging to said 
vessel, whether now owned or hereafter acquired, whether on board 
or not, and whether installed by the Mortgagor or others, and 
also any and all additions, improvements, renewals and 
replacements at any time made in or to said vessel or any part 
thereof or in or to her equipment and appurtenances, aforesaid. 

The full name and address of the Assignor is: 

The Connecticut Bank and Trust Company, 
National Association, 

not in its individual capacity but 
solely as trustee under a Trust 
Agreement dated as of April 1, 1981, as 
amended, with New England Merchants 
Leasing Corporation B-7 as beneficiary 

One Constitution Plaza 
Hartford, Connecticut 06115 
Attention: Corporate Trust Department CTHMA06K 

10270127.89 
February 23, 1989 



The full name and address of the Assignee is: 

NEMLC Leasing Corporation 
28 State Street 
P.O. Box 2332 
Boston, Massachusetts 02109 
Attention: Senior Vice President, 

Administration 

The Assignor is the sole mortgagee under the Mortgage, 
and is hereby assigning all of its estate, rights and interests 
under the Mortgage to the Assignee. 

This Assignment is being executed and delivered to 
secure an indebtedness of the Assignor in favor of the Assignee 
in the principal amount of Three Million Two Hundred Sixteen 
Thousand Dollars ($3,216,000), evidenced by the Assignor's 13.05% 
Secured Notes due December 31, 2000. Upon payment in full of 
such indebtedness together with all interest thereon, and the 
discharge of that certain First Preferred Fleet Mortgage (NM-1) 
dated the date hereof (the "Assignee Mortgage") from the Assignor 
in favor of the Assignee which also secures such indebtedness 
(said Assignee Mortgage having been filed for recordation in the 
Office of the Officer in Charge, Marine Inspection, United States 
Coast Guard, New Orleans, Louisiana, at a.m. on the date 
of this Assignment, and recorded in Book No. , Instrument 
No. , the Assignee shall execute and deliver an instrument 
re-assigning to the Assignor all of the estate, rights and 
interests hereby assigned to the Assignee, which instrument shall 
be in proper form for filing and recording under Chapter 313 of 
Title 46 of the United States Code, as enacted pursuant to Public 
Law 100-710, or any successor statute. The Assignee hereby 
agrees for the benefit of the Mortgagor and the Assignor that it 
shall be bound by the provisions of the Mortgage and shall 
perform and observe all of the obligations of the Asssignor under 
the Mortgage that cannot be performed or observed by the Assignor 
by reason of this Assignment at all times until the Assignee 
delivers an instrument of re-assignment in accordance with the 
preceding sentence. 
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IN WITNESS WHEREOF, the Assignor and the Assignee have 

executed this Assignment of Second Preferred Fleet Mortgage (NM-
1) as of the 24th day of February, 1989. 

THE CONNECTICUT BANK AND TRUST 
COMPANY, NATIONAL ASSOCIATION, 

not in its individual 
capacity but solely as 
trustee under a Trust 
Agreement dated as of April 
1, 1981, as amended, 
with New England Merchants 
Leasing Corporation B-7 as 
beneficiary 

By:. 
Title: 

NEMLC LEASING CORPORATION 

By:. 
Title: 
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