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February 24, 1989 

Secretary of the Interstate 
Coinmerce Commission 

Washington, D.C. 20423 

Re: Transmittal Letter for Recordation of Security 
Agreement 

/ 

Enclosed herewith for recordation with the Interstate 
Commerce 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-2) , 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 filed 
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 gross tons and 
approximately 1223 net tons built by Dravo Corporation at Neville 
Island, Pennsylvania. 

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, 



Lewis & Bockius, 101 Park Avenue, New York, New York 10178. 

Very truly yours, 

THE CONNECTICUT BANK AND TRUST 
COMPANY, NATIONAL ASSOCIATION 

By:. . < ^ ^ ^ 

Title: /f'^''/^ 

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. 
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Michael B. Tlioyer 

Morgan ,Le{/ls( Bockius 

101 Park Avenue 

New York,N.Y. 10178 

Dear 
Sir; 

The enclosed document(s) was recorded pursuant to the provi

sions of Section 11303 of the Interstate Commerce Act, 49 U.S.C. 

11303, on 

c o r d a t l o n numberCs ) . 

a t 
3i20i>m 

, and a s s i g n e d r e -

W23-J W21-F, ^ . ^ ^ . * ' ^ , ^ ' ^ ' 

Enclosure(s) 

Sincerely yours. 

S.ecretary 
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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 

40 Box Hopper Barges 
With Roll Top Covers 

(NM-2) 

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



SECURITY AGREEMENT 

Special Provisions 

40 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 October 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 forty (40) box hopper 

barges named DM 3001 through DM 3040 (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 October 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 2 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 $8,022,000; 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. 
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IV. All Shipowner's right, title and interest in, to 

and under any Acceptable Ciredit 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 Agreementr 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 timesr 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 (1) 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 
(11) in the event the charterer or subcharterer 
under any such time charter or time subcharter is a 
noncitlzen, 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: (1) not yet due and payable, or (11) 
either unclaimed or covered by insurance, or (ill) 
being contested by appropriate proceedings 

-9-



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: (1) based on claims not yet due and 
payable, or (11) 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 (1); 

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 (1) 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 1 , 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, (1) 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 Mortgager and (11) 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 $8,022,000 (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 (11) 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 wltih 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 Scune 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' . H II 

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." 

O. Concerning Section 6.03. Section 6.03 of Exhibit 1 

hereto is hereby eunended 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 mall 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 cunendments, 
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 (1) 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."; (11) deleting paragraph (b) thereof in its entirety 

and substituting therefor the following: 

"(b) the Person formed by or surviving such 
consoliatlon 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 (111) 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: 

Loan Participant: 

Charterer: 

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 

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

Administration 

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 eunended 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 

^ ~J . 
'i 

By 

NEMLC LEASING CORPORATION 
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COMMONWEALTH OF MASSACHUSETTS ) 
) SS. : 

COUNTY OF SUFFOLK ) 

lis^Vi^J On this ̂ lILlMay 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. 

(Notarial Seal) 

My commission expires: 
/ ^ //^/f^/ 
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COMMONWEALTH OF MASSACHUSETTS ) 
) SS.: 

COUNTY OF SUFFOLK ) 

lis ̂ I K J On this ( 7 \ ^aav 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. 

'.r 

- v" 

=r ; 

* ' * . f ^ 

: • ' - . , 

~ 
- • ' V . ^ 

: **• 
hn 

.̂-
, ' " • - ^ . 

• - • • ^ 

^ • ^ Notfary Pub l i c ' ^ (/ 

(Notarial Seal) 

My commission expires: / 
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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 eunended 

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-2) 

"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. 

"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. 

"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: (1) other than 61.3418% of 
Shipowner's Cost of all Vessels is refinanced with the proceeds 
of the Refinancing Obligations; (11) the Interest rate borne by 
the Refinancing Obligations is other than 14% per annum, or (ill) 
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 (1) 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 
(11) 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 (ill) 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 (1) 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 (11) 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 tlmje 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. 
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"Consent to Assignment of Charter" means that certain 
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 February 3, 1981 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 October 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: (1) the actual, 
constructive, agreed or total loss thereof for any reason 
whatsoever; (11) 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 (11) 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 
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to such Cover; (ill) a requisition of use of such Cover 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 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 G 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: (1) the actual, 
constructive, agreed or total loss thereof for any reason 
whatsoever; (11) 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 (11) 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; (ill) 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 
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governmental authority for a period which extends beyond the end 
of the Charter Period with respect to such Vessel. 

"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 October 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 October 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 
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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. 

"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 October 
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. 
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"Outstanding" when used with reference to the 
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 October 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. 
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"Plans and Specifications" means the plans and 
specifications for the construction of the Vessels as identified 
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) the 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. 
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"Redemption Date", when used with respect to any 
Obligation, means the date on which such Obligation is to be 
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 
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withdrawal of moneys under the Depository Agreement or the 
Restricted Title XI Reserve Fund Depository Agreement. 

"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, (11) in the case of any partnership, a 
general partner (if an individual) or a Responsible Officer of a 
corporate general partner thereof, and (ill) 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 
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supplemented in accordance with the applicable provisions 
thereof. 

"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 
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mean any promissory note Issued in substitution for and 
replacement thereof. 

"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 Siecretary, 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 filed to demand 
payment of the Guarantees as provided in the Indenture, In the 
Guarantees or in the Act. Such notice shall be given (1) in 
writing, by registered mall, 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, (11) 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 (ill) 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 eunended, modified or supplemented in accordance with the 
applicable provisions thereof. 
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"Security Default" means any of the events specified in 
Section 6.01 of Exhibit 1 to the Security Agreement. 

"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, pf 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. 
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"Shipowner's Liens" means those Liens of the character 
required to be discharged by the Bank pursuant to Section 17 of 
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 bedeemed 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 
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of the Secured Notes; provided further that the foregoing shall 
not constitute a guarantee by the Charterer of the Secured Notes. 

"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 
October 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. 
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"Vessel" means each of the box hopper barges named 
DM 3001 through DM 3040, Official Nos. 641538 through 641577, 
delivered by the Shipbuilder and accepted by the Shipowner 
pursuant to the Const:ructlon 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 (1) 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 (11) 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 (ill) to the extent not Included as a part of (1) 
or (11) 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 Provisions Incorporated Into the 
security Agreenent by Reference 

ARTZCLE I 

Definitions; officer's Certificates and 
Opinions of Counsel 

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

Section 1.02. Officer's Certificates and Opinions of 
Counsel, (a) Each Officer's Certificate or Opinion of Counsel 
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 certirlcate or 
rendering such opinion has read such covenant or condition; 

(2) A brief statement as 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 as is 
necessary to enable him to express an informed opinion as 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 or 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 as it 
relates to factual matters, or to information which is in the 
possession of any Person) upon a certificate or opinion cf or 
representations in writing signed by an officer or ofzicers of 
such Person or by such Person and (Insofar as it relates to 
matters required or permitted under this security Agreement 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 be»ed upon an Opinion of Counsel signed by 
another counsel. 
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An Opinion of Counsel may state that said opinion is subject 
to the execution and delivery of designated instruments if copies 
of such instruments in form approved by such counsel 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, insofar as it relates to legal matters, 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 requires or permits the execution of any 
document by officers, appraisers, accountants, engineers, 
experts, counsel or other Persons, such document may be executed 
in counterparts by different officers, appraisers, accountants, 
engineers, experts, counsel or ether Persons, all of which shall 
form one Instrument. 

(e) If the signer of any document is required to be approved 
by the Secretary, the acceptance of such document by the 
Secretary shall be sufficient and conclusive evidence of such 
approval. 

(f) If the delivery of any document is a condition precedent 
to any action required by this Security Agreement, the Mortgage 
or the Depository Agreement, (if any), such document may be 
witndrawn, revoked, rescinded, modified or amended at any time 
prior to such action, and, in the event of any such withdrawal, 
revocation or rescission, such document shall be disregarded for 
all purposes of this security Agreement, the Mortgage or the 
Depository Agreement (if any)• 

ARTICLE II 

Representations and Agreements 
of the Shipowner 

The Shipowner hereby represents and agrees, so long as this 
security Agreement shall not have been discharged, as follows: 

section 2.01. organization. Existence and If axes of 
Shipowner. The shipo%mer (i) if a corporation, is duly organized, 
validly existing and in gocd standing under the laws of the 
jurisdiction designated in the initial paragraph of the Special 
Provisions hereof, (11) if acting as an owner trustee, is duly 
'constituted and existing as a trustee pursuant to an owner trust 
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agreement and in its Individual capacity, is a banking 
corporation duly organized, validly existing and in good standing 
under the laws of the jurisdiction designated in tne initial 
paragraph of the Special Provisions hereof, and (ill) in either 
case, except as provided in Article IX, shall maintain such 
corporate existence, and the Shipowner has paid or caused to be 
paid all taxes assessed against it, unless the same are being 
concested in good faith or an authorized extension ot time has 
oeen granted. 

section 2.02. United States Citizenshic of Shipowner, (a) 
The Shipowner is a citizen of the United States witr̂ in the 
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 m the event 
tne 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 days after the date of each annual meeting of 
its stockholders, or of any written consent in lieu thereof, the 
Shipowner 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, the Depository Agreement (if any), the 
Indenture, the Secretary's Note, and the Obligations have been 
duly authorized by the Shipowner and are not in contravention of 
any indenture, agreement or undertaking to which tii« Shipowner is 
a party or by which it is bound. 

section 2.04. (a) Title tc and Possession of the vessels. 
On t.ie date of this security Agreement the Shipowner lawfully 
owns each Vessel free from any lien whatsoever (subject to (1) 
the equity of the Shipbuilder under the Construction contract, 
(ii) liens which tbe Shipbuilder is obligated to discnarge under 
the construction contract, (ill) any pledge or assignment, 
subordinated to the interest of the Secretary hereunder, 
permitted under the Special Provisions hereox, and (iv) the 
rights of the Secretary hereunder) and shall for the Secretary's 
benefit, warrant and defend the title to, and cause the charterer 
to warrant and defend title to, and possession of, each Vessel 
and every part thereof against the elalaw and demands of all 
Persons whomsoever arising during the Charter Period; and the 
Shlpotmer represents that the Charterer, for the benefit of the 
secretary, has agreed in the Charter in accordance with the 
provisions thereof to warrant and defend the title to and 
possession of each Vessel and every part thereof against the 
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claims and demands of all Persons whomsoever arising during the 
Charter Period; provided that (except during such period that 
such Vessel shall have been levied upon and taken into custody 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 use 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 (11) 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 insurance; 

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

(D) to liens for repairs or with respect to any cnanges 
made in any vessel pursuant to paragraph (i) of this Section: 

(S) to liens which shall, (1) 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-dellvery testing or in the ordinary course of business in 
furnishing, supplying and preparing any vessel for operation 
or (11) on the date of the execution and delivery or this 
Security Agreement, (if the Delivery Date is prior to the 
date hereof) have arisen in the ordinary course of operation 
of any Vessel 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 Provisions hereof for such 
vessel (exclusive of liens covered by insurance and any 
deductible applicable thereto and liens which the shipbuilder 
is obligated to discharge under the construction Contract); 

(F) in the event the use or title of the respective 
vessel is taken or requisitioned by any government or 
governmental body; 
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(G) in the event of an actual or constructive total 
loss or an agreed or compremised total loss of the respective 
Vessel; or 

(H) to mortgages to the extent permitted by paragraph 
(b) of this section; 

provided that the liens stated to be permitted by the foregoing 
subparagraphs (A) through (D) 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, for Crew's 
wages, 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 this Sect on. 

(b) Sale. Mortgage.. Transfer 0£ charter of the Vessels. The 
Shipowner 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 rcregoing shall not apply to (i) the Charter, (11) 
takings, or requisitions of the title or use of any Vessel by any 
government or governmental hody, (iii) mergers or consolidations 
permitted ky Article IX, ot (iv) demise charters approved by the 
Secretary in writing. 

(c) Taxes and Governmental Charges. The Shipowner shall pay 
and discharge, or cause to be paid and discharged, on or before 
tne same shall become delinquent, all taxes, assessments, 
government charges, fines and penalties lawfully imposed upon 
each vessel, unless the same are being contested in good faith. 

(d) Liens. (1) As a condition precedent to each payment by 
the Shipo%mer under the Construction Contract, the Shipowner 
shall require evidence from the Shipbuilder showing that there 
are no liens or rights in rem against the respective Vessel 
prohibited by the construction Ccntract. After the Delivery Date 
of each Vessel, the Shipowner shall forthwith satisfy, or cause 
to be satisfied, within 30 days of its knowledge thereof, any 
lien or encumbrance which shall be filed against such Vessel 
unless the same is being contested in good faith; and 

(2) Neither the Shipowner, any charterer, the master of the 
Vessel, nor any other Person has or shall have any right, power 
or authority, without the prior written consent cf the Secretary, 
to create, incur or permit to be placed or Imposed on any Vessel 
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any lien whatsoever, other than (A) the Mortgage, (B) the 
cnarter, and (C) liens permitted upon and after the Delivery Date 
of such Vessel by paragraph (a) of this section. The secretary 
nereby consents to other liens incident to current operations, 
but only to the extent that they are subordinate to the Mortgage. 

(e) Documentation of the Vessels. The Shipowner represents 
chat the Charterer has 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 States 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 Vessel (1) is 
designated to meet, and on the Delivery Date thereof and at all 
times thereafter shall meet (unless otherwise required by any 
military authority of the United states and except during such 
period as (A) the use or title of such Vessel has been taken, or 
requisitioned by any government or governmental body as 
contemplated by. paragraph (b) of this Section, (B) there has 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 
with 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 regulations thereunder, and the Shipowner shall not 
consent to any change in the Ccnstruction Contract which releases 
the Shipbuilder f.rom its obligation to comply with such 
requirements, 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 ojg 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 Vessel has been taken or requisitioned by any government 
or governmental body as contemplated by paragraph (b) of this 
Section) (1) cause or permit the vessels to be operated in any 
manner contrary to law or contrary to any lawful rules or 
regulations of the Maritime Administration, (2) remove or attempt 
to remove the vessels beyond the limits of the United States 
(except with the prior written consent of the Secretary) save on 
voyages with the intention of returning to tne United States, or 
(3) unless there has been an actual or constructive total loss or 
an agreed or compromised total less of any of the vessels, 
abandon such Vessel in any foreign port. 
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(h) Condition and Maintenance of the Vessels. Each Vessel, 
snail on her Deliv-ry Date, meet all requirements to entitle her 
to tne higiiect classification and rating for vessels of the same 
age bnd ty^? m th" A!^3rican Eureau of Shipping. 

The 3hipcw.-:er shall at all times (unless otnerwise required 
iy iny nilitary authority cf the United States and except duri.ng 
sucn period uS (1) the use cr title of any Vessel nas been taker. 
or requisitionsc^ hy any government or governmental body as 
cont-jtncl.ites l y psraoraph (t) of this Section, (2) tnere has been 
an ictu.-l or constri-Ttiv*- total less or an agresd or compromised 
total loss OL such Vessel, or (3) there has been any ot.ler loss 
wit.T resppct to rjch Ve?oel and the Shipown&r shall not nav«? tiad 
a riaroriahle time to repair the same) after the respective 
Delivery Date, (A) ar itis own cost and expense, maintain dnd 
p.res&rve each Ves.-;<?1, so far as may be practicable, in at least 
C.5 .̂ ood order ano condition, ordinary wear and tear excepted, as 
Jt tne Delivery Tate, and (B) except with tne express permission 
of -:n«. Maritim*' Acministratiori during any idle or inactive 
p-»riod, ke<3& eac^ Vessel in such condition as will entitle her to 
retain tne iiighest classification and rating for vessels of the 
sane age ana type in the American Bureau of Shipping (or other 
classification society cf like standing if the requirements of 
tne Americar Bureau of Shipping shall not be applicable). 

Tne ^nlpown^r sholl, or. the Delivery Date, tumlsn to the 
Secretary ar. Interi.-n Classification Certificate for each Vessel 
issued by the ^r.erican Bureau of Shipping (or other 
classification society of lixe standing if the requirements cf 
th<3 American bureau cf Shipping shall not be applicable) and 
pron.ptly after the Delivery Date, furnish to the Secretary a 
Certificate cf Classi.-cication 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 
(.miesrs any milxtary authority of the United States requires that 
t^e above-mentioned classification and rating not be retained and 
except during periods as aforesaid) the Shipowner shall (1) 
furnisn to the Secretary a certificate of confirmation of Class 
issued by the American Bureau of Shipping (or such otner 
classification society) showing that the above-mentioned 
classiflcatien and rating have been retained for each vessel and 
(2) fumish to the Secretary copies of all American Bureau of 
snipping reports cn annual, ether periodical and damage surveys 
for each Vessel. 

(i) Material Chances in the Vessels. After the Delivery Date 
of any Vessel, the Shipowner shall not make, or permit to be 
.T.ade, or give its consent to anyone to make, any material changes 
in the structure, means of propulsion, type or speed of such 

http://cont-jtncl.it
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Vessel or in her rig, unless it shall 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 
Snipbuilder 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 wnlch constitutes 
an Event of Default under the Charter, or which would, with the 
passage of time or giving of notice or both, constitute an Event 
of Default, promptly after it has Actual Knowledge of such 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, (11) 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 (ill) deliver to the Secretary an opinion 
of its counsel in substantially the form eumexed hereto as 
Exhibit B to the form 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 such 
time have been endorsed on the document of such Vessel but the 
snipowner shall have made due provision therefor). 

Section 2.07. Insurance, (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 cost to the Shipbuilder, cause each Vessel to be 
insured as provided in the Construction Contract and as 
contemplated by any consent of the Shipbuilder; provided that, 
the insurance required by this paragraph (a) shall be approved by 
the Secretary. 

(b) Upon the Delivery Date of each Vessel and at all times 
thereafter*, the Shipowner or the Charterer shall, without cost to 
the Secretary, jceep 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 dollars (in any coin or currency of the 
United States whicb at the time of the policy in question is 
legal tender for public and private debts) at least equal to 110% 
of the unpaid principal amount of the Proportionate Outstanding 
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 case 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 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 other forms of 
policies as the Secretary may approve in writing) insuring 
such Vessel against the usual risks covered by such forms 
(including, at the option of the Shipowner or the Charterer, 
such amounts of increased value and other forms of "total 
loss only" insurance as are permitted by said hull insurance 
policies); and 

(2) While any Vessel is laid up, at the option of the 
Shipowner or the Charterer and in lieu of the above-mentioned 
marine and war risk hull or marine and war risk hull and 
increased value insurance, pert risk insurance 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 as the Secretary may approve in writing) insuring 
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 Provisions hereof for any loss resulting from any one 
accident or occurrence (other than an actual or constructive 
total loss of any Vessel). 

(c) All policies of insurance under this Section shall 
provide, so long as this security Agreement has not been 
discharged, that payment of all losses shall be made payable to 
the Secretary for distribution by him to himself, the Shipowner, 
the Charterer, and (in the case of the insurance required by 
paragraph (a) of this section) the shipbuilder, except that (i) 
as provided in peiragraph (e) of this section and (11) under the 
policies required by paragraph (b) of this section, payment of 
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all losses up to the amount specified in the special Provisions 
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 as follows: 

(1) Zn the event that insurance becomes payable under 
said policies en 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 Request of the Shipowner or the Charterer, pay, or 
consent that the underwriters pay, direct for repairs, 
liabilities, salvage claims or other charges and expenses 
(including sue and labor charges due or paid by the Shipowner 
or the Charterer) covered by the policies, or (to the extent 
that, as stated in an officer's Certificate delivered to the 
Secretary, accompanied ky written confirmation by the 
underwriter or a surveyor or adjuster, the damage shall have 
been repaired and the cost thereof paid or such liabilities, 
salvage claims, or other charges and expenses discharged or 
paid) reimburse, or consent that the underwriters reimburse, 
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 the 
Charterer, with the written consent of the Secretary, deems 
tne said repair inadvisable, and all known costs, 
liabilities, salvage claims, charges and expenses, covered by 
the policies, 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 
conxirmatlon by the underwriter or a surveyor or adjuster) 
pay, or consent that the underwriters pay, any balance to the 
Shipowner or the Charterer, or (B) if there is an existing 
Default, in accordance with a Request of the Shipowner or the 
Charterer, pay, or consent that the underwriters pay, direct 
for the Shipowner's preperticn of such repairs, liabilities, 
salvage claims or ether charges and expenses (including sue 
and labor charges due or paid by the Shipowner or tne 
Charterer) covered by the policies and hold any balance until 
the same may be paid or applied under'Clause (A) , (C) or (D) 
of this subparagraph (1), whichever is applicable, or (C) if 
the Guarantees shall have terminated pursuant 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 
(0) if the Guarantees shall have terminai-cd pursuant to 
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section 3.05(2) or (4), pay the Insurance to the Shipowner or 
the Charterer; 

(2) In the event of an accident, occurrence or event 
resulting in an actual or constructive total loss ot any 
Vessel prior to the Delivery Date of such Vessel, 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 policies 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 tne 
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 clause (A) of this 
subparagraph (2), then said insurance moneys (together with 
the funds of the Shipowner to the extent, if any, required by 
the Secretary for deposit on account of interest under clause 
(ii) below) shall be deposited in the Escrow Fund, in such 
amount and to the 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 deposit and (11) 
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 as moneys originally deposited in said Escrow 
Fund); and the balance, if any, of such insurance moneys held 
by the secretary shall be paid to the Shipowner; and 

(3) In the event of an accident, occurrence or event 
resulting in an actual or constructive total loss or an 
agreed or compromised total loss of any vessel whether prior 
to or after the Delivery Date of such Vessel and the 
ins*irance moneys have not been applied as provided in 
subparagraph (2) of this paragraph (c), the Shipowner or the 
Charterer shall forthwith deposit with the secretary any 
insurance moneys which the Shipoimer or the Charterer 
receives on account thereof under policies of insurance 
required by this Section, and any such Insurance moneys 
received by the Secretary, whether from the Shipowner or 
otherwise, or held by the Secretary pursuant to subparagraph 
(2) above, shall (A) if there is no existing Default, be 
applied to the extent necessary, pursuant to Section 2.09, or 
(B) if there is an existing Default, be held until the same 



12 
Exhibit 1 to security Agreement 

may be applied under clause (A), (C) or (D) of this 
subparagraph (3) , whichever is applicable, or (C) if the 
Guarantees shall have terminated pursuant to section 3.05(3), 
be applied as provided in section 6.05; provided that, 
irrespective of the foregoing, neither the Shipowner nor the 
Charterer shall be required to so deposit witn the Secretary 
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 (C) 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 constructive total loss of any Vessel, tne 
secretary shall have the right (with the prior written consent of 
the Shipowner and the Charterer, unless there is an existing 
Default, and at any time prior to the Delivery Date of such 
vessel also with the prior written consent of the Shipbuilder) to 
claim for a constructive total loss of such Vessel, and, if both 
(1) such claim is accepted by all underwriters under all policies 
then in force as to such Vessel under which payment is due for 
total loss and (2) payment in full is 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 Vessel, the 
Shipowner or the Charterer shall, without cost to the Secretary 
keep each such Vessel insured against marine and war protection 
and indemnity risks and liabilities by policies of insurance 
approved by the Secretary as to form and amount; provided that, 
(1) the Shipowner or the charterer shall, as soon as possible 
after such Delivery Date, present any such policy to the 
secretary (who shall promptly approve or disapprove the same), 
(2) any approval of a policy under this paragraph (e) shall be 
effective until the e n d of the policy period cr 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 insurance 
shall be required unless written notice stating such Insurance 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 instirance may be paid directly to 
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the Person to whom any liability covered by such policies has 
been incurred (whether or not a Default then exists) , and (2) if 
the Shipowner or the Charterer shall have incurred the loss, 
damage or expense in question, any such loss shall be paid to the 
Shipowner or the Charterer in reimbursement if there is no 
existing Default of which the underwriter has written notice from 
the Shlpovmer or the Secretary, or, if there is such an existing 
Default, to the Secretary to be held and applied as follows: (A) 
applied as (.rovided 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 Request in 
tne event there is no existing Default or the Guarantees shall 
have 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 tne 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, occurrence or event, except 
that, with respect to cargo or property carried, the Shipowner or 
the Charterer, with the prior written consent of the Secretary, 
shall have the right to self-insure in an amount up to the limit 
specified in the Special Provisions hereof with respect 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 furnished to the Shipo%mer and 
the Charterer) insurance companies, underwriters* associations 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 as 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 prcviding for an agreed or compromised 
total loss of any vessel without the prior written consent of (i) 
the Shipbuilder (prior to the Delivery Date of such vessel) and 
(11) (unless 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 consent of the Shipbuilder prior to the 
Delivery Date of such Vessel, to enter into an agreement or 
ccmprofflise providing for an agreed or compromised total loss of 
such vessel; provided that, if tbe aggregate amount payable to 
the Shipowner and/or the Secretary under such 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 pursuant 
to Section 2.09, the Secretary shall not enter into such 
agreement or compromise without the prior written consent of the 
Shipowner and the Charterer. 

(h) During the continuance of (1) a taking or requisition of 
the use of any Vessel 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 
such 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 
ihsurance required hereunder or resulting from the risks 
indicated in paragraphs (a), (b) and (e) of tnls Section or if 
the Shipowner or the Charterer shall be entitled to just 
compensation therefor. In addition, the provisions of this 
Section shall be deemed to have been complied with in all 
respects during any period after (A) title to any vessel shall 
have been taken or requisitioned 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 taxing, 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 vessel, tnat the 
government er governmental body in question has agreed to 
reimburse the Shipowner or the Charterer, in a manner approved by 
tne 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 just compensation therefor. 

(i) All insurance required (A) under paragraph (a) of this 
Section shall be taJcen 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 policies for auch insurance so taken out shall, 
unless otherwise consented 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 cf 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) dc any act, nor voluntarily suffer 
nor permit any act 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 loss, damage or expense which is covered by 
insurance hereunder and it is necessary for the Shipowner or the 
Charterer to obtain a bond or supply other security to prevent 
arrest of such vessel or to release such Vessel from arrest on 
account of said claim or lien, the Secretary, on Request of the 
Shipowner or tne Charterer, may, at the sole option of the 
Secretary, assign, to any Person executing a surety or gxiaranty 
bond or other agreement to save or release such vessel zrom 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 as the secretary shall otherwise direct by notice 
in writing to the Shipowner and the Charterer, the Shipowner or 
tne Charterer shall deliver to the Secretary the original 
policies evidencing insurance maintained under this Section; 
provided that, if any such original policy snail have been 
delivered previously te the secretary or to a mortgagee by the 
Shipowner or the charterer under another ship mortgage of the 
Shipowner or the Charterer, the Shipowner or the Charterer shall 
deliver a duplicate or pro forma copy of such policy to the 
secretary. The secretary or any agent thereof (who may also be 
an agent of the issuer) shall at all times huld the policies 
delivered as aforesaid; provided that, if one or more of said 
policies are held by an agent of the Secretary, the Shipowner or 
the Charterer shall, upon request of the Secretary, deliver a 
duplicate or pro forma copy thereof to the secretary and provided 
further that, if the Shipowner or the Charterer shall deliver to 
tne secretary a Request (1) stating that delivery ot any such 
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policy to the insurer is necessary in connection with the 
collection, enforcement or settlement of any claim thereunder 
(including 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 days thereafter. 

(m) Nothing in this section shall limit the insurance 
coverage which the United States may require pursuant to any 
contract or agreement to which the United States and the 
Shipowner are parties. 

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 (1) 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 request, to make reasonable, material and 
pertinent examination and audit of books, records and accounts 
maintained by the Shipowner (of the owner trust, if the Shipowner 
is an owner trustee) 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. Requisition pf Title. Termination gf 
Construction Contract or Total Loss of the Vessels. In the event, 
as to any Vessel, of (A) requisition of title to or seizure or 
forfeiture of such vessel, (B) termination of the Construction 
contract relating to such vessel pursuant to the provisions 
thereof unless the Shipowner shall elect, with the prior written 
consent of the Secretary, to have such vessel completed, or (C) 
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the occurrence of the circumstances referred to in Section 
2.07(c) (3) if there shall have been an accident, occurrence or 
event resulting in an actual or constructive total loss or an 
agreed or compromised total loss of such Vessel— 

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

(2) The Shipowner shall (subject to the consent 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 loss 
(whether from the Shipowner pursuant to the foregoing 
subparagraph (2), from a government or governmental body, or 
otherwise) shall have been received by the Secretary (A) if 
there is no existing Default, the aforementioned amounts 
shall be applied by the Secretary as follows, (1) the 
Secretary and the Shipowner shall give notice to the 
Indenture Trustee of a redemption of the Proportionate 
Outstanding Obligations pursuant to section 3.05 of Exhibit 1 
to the Indenture, (11) such amounts, if any, held by the 
Secretary shall be paid by tbe Secretary to the Indenture 
Trustee not earlier than 10 days prior to, nor later than the 
opening of business on, the Redemption Date required by 
Section 3.05 of Exhibit 1 to the Indenture and (ill) the 
remainder shall next be applied by the Secretary for the 
payment of the Proportionate Part of all other sums 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 Guarantees shall not have terminated pursuant to 
section 3.059 such amounts shall be held until the same may 
be applied or paid under clause (A), (C) or (D) of this 
subparagraph (3), whichever is applicable, or (C) if the 
Guarantees shall have terminated pursuant to Section 3.05(3), 
such amounts shall be applied as provided in Section 6.05, or 
(D) if the guarantees shall have terminated pursuant to 
Section 3.05(2) or (4), such amounts shall be paid by the 
Secretary to the Shipowner; 

provided that, irrespective of the foregoing, (i) the shipowner 
shall not be required to pay to the Secretary pursuant to the 
foregoing subparagraph (2) an amount which, together with funds 
held by the secretary and the Indenture Trustee and available for 
the redemption of Obligations, is in excess of that required for 
the redemption of the Proportionate Outstanding Obligations 
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pursuant to Section 3.05 of Exhibit 1 to the Indenture, and for 
the payment to the Secretary of a Proportionate Part of all other 
sums that may be secured hereby, and (11) 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 
as tnose contained in Section 902 of the Act) . 

Section 2.10. Annual Financial Statements and Ho Default 
Certificate, (a) The accounts of the Shipowner shall be audited 
annually in accordance with generally accepted accounting 
standards, within 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 Secretaury, in duplicate, a balance sheet of the Shipoimer 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 is true and correct. 

(b) Within 120 days after the end of each fiscal year of the 
Shipowner, the Shipowner shall furnish 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 each vessel. 
The Shipowner represents that the Charterer has agreed in the 
cnarter that the Charterer will request the shipowner to take all 
action which in its opinion is necessary 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 
assignment of the Mortgage, shall be carried on board each vessel 
with such Vessel's documents and shall be exhibited, on demand, 
to any Person having business with the vessel or to any 
representative of the Secretary. 

The Shipowner represents that the Charterer has agreed in the 
Charter that a notice, reading as- provided in the Special 
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Provisions hereof (or containing such other information as may be 
approved by the Secretary), printed in plain type of such size 
tnat the paragraph of reading natter shall cover a space not less 
than six inches wide by nine inches hlghA and framed, shall 
(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 Secticn 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 en 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, the 
Secretary's Note and the Indenture. 

Section 2.14. Performance of Shipowner's Agreements by the 
Secretary. If the Shipowner shall fall to perform any of its 
agreements hereunder or under the Mortgage, or if the Charterer 
shall fail to perform any of its agreements under the Charter, 
the Secretary may, in his discretion, at any time during the 
continuance of a Default, do all acts and make all necessary 
expenditures to remedy such failure. Notwithstanding the 
foregoing, the Secretary shall not be obligated to (and shall not 
be liable for his failure to) dc such acts and make such 
expenditures. 

All funds advanced and expenses 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: Further 
Assurances. The Shipowner shall (1) 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 necessary or 
advisable in the opinion of the Secretary to perfect its security 
interest, and (11) from time tc time execute and deliver such 
further instruments and take such action as may reasonably be 
required more effectively to subject the Security to the lien of 
this security Agreement and the Mortgage as contemplated thereby. 
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ARTICLE IZZ 

The Secretary's Guarantees; Guarantee Fees; 
and the Secretary's Note 

section 3.01. Delivery of Obligations. 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 XI 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 Obligations during the annual period 
covered by said Guarantee Fee over the average amount (except 
interest) on deposit in the Escrow Fund in respect of such Vessel 
during said annual period (such excess for any such annual period 
covered being herein called the "Average Proportionate Principal 
Amount of Obligations Outstanding"), and (11) for annual periods 
beginning with the Delivery Date of each vessel, shall be at a 
rate of not less 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 stated, with such adjustment in Net Worth and Long 
Term Debt as the secretary, in his sole discretion, may determine 
to be necessary to reflect the original principal amount of the 
Obligations and any additional Net worth which the Secretary, in 
his discretlcn, 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 stated, and the 
Secretary, in the event of any change in the rate of the 
Guarantee Fee, shall promptly give written notice to the 
Shipowner specifying the Guarantee Fee for such annual period. 
Net worth and Long Term Debt shall be (1) based on information 
contained in the owner's Equity and Long Term Debt sections, 
respectively, in Schedule 200 of M.A. Form 172 (or similar 
information contained in sucn other form or statement required by 
tiid secretary 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 is to be paid by the 
Shipowner (the "Latest Schedule"), or (11) computed in accordance 
with General Order 22 (Revised), as amended or hereafter amended 
(46 CFR, Part 282) (or other order or directive in lieu of said 
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 
wnlch 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 wcrtb ia less than 15X of 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; 

(2) If the Net Worth is less than the Long Term Debt 
but equal to or greater than 15% of the Long Term Debt, the 
Guarauitee Fee ahall be 3/8 of IS per annum of the Average 
Proportionate Principal Amount of obligations outstanding 
during the annual period covered by said Guarantee Fee; or 

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

(d) The applicable annual Guarantee Fee for annual periods 
commencing on and after the Delivery Date ot each Vessel will be 
determined as follows: 

(1) If the Net worth is less than 15% of the Long Term 
Debt, the Guarantee Fee shall be 1% per annum of the Average 
Proportionate Principal Amount of Obligations outstanding 
during the annual pericd covered by said Guarantee Fee; 

(2) If the Net worth is less than 60S of the Long Term 
Debt but equal to or greater than 15% of the Long Term Debt, 
the Guaramtee Fee shall be 3/4 of 1% per annum of the Average 

. Proportionate principal Amcunt of Obligations Outstanding 
during the annual period covered hy said Guarantee Fee; 
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(3) If the Net worth is less than the Long Term Debt 
but equal to or greater than 60S of the Long term Debt, the 
Guarantee Fee shall be 5/8 of IS per annum of the Average 
Proportionate Principal Amount of Obligations outstanding 
during the annual period 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 IS 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 (1) the 
principal amount of the Obligations to be originally issued 
during such annual period, (il) payments to be made at Maturity 
and redemptions required to be made pursuant to the mandatory 
sinking fund provisions (if any) of the Special Provisions of the 
Indenture (without regard to any eredit provided therein) and 
(ill) the average amount (except interest) calculated by the 
Shipowner to be on deposit in the Escrow Fund during such annual 
period. 

(f) The annual Guarantee Fee shall be subject to increase or 
decrease to the extent that (1) 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 tbe Indenture is not so paid or 
redeemed, (11) the principal amount of the obligations originally 
issued differs from the principal amount calculated to be issued 
originally, or (ill) 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 shall be subject to decrease for 
redemptions made pursuant to the optional redemption provisions, 
if any, of the Obligations and the optional sinking fund 
provisions, if any, of the Special Provisions of the Indenture 
and Sections 3.04 and 3.05 of Exhibit 1 to the Indenture, for 
Obligations delivered to the Indenture Trustee pursuant to 
Section 2.13 of Exhibit 1 to the Indenture, and in the event of 
termination of the applicable Guarantees pursuant to Section 
3.05. Any such increases and decreases provided for by this 
paragraph (f) shall be adjusted as provided in paragraph (i) of 
this section 3.02. 

(g) The payment of the initial Guarantee Fee which covers a 
12-month period commencing with the date hereof is being made to 
the Secretary by the Shipowner concurrently with tne execution 
and delivery of th-'.s Security Agreement, the receipt whereof by 
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the Secretary is hereby acknowledged. The Guarantee Fee 
hereunder in respect of each succeeding 12-month period shall be 
paid to the Secretary by the Shipowner at least 65 days prior to 
each anniversary of the date hereof, covering the 12-month period 
then commencing. The Guarantee Fee shall not be due for any 
period on or after any anniversary date if, prior to said date, 
said Guarantees shall have terminated or the Secretary shall have 
defaulted in maXing 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. 

(1) In the event that the Secretary at any time determines 
that the amount of any Guarantee Fee should be adjusted, has been 
erroneously calculated or is subject to Increase or decrease 
pursuant to paragraph (f) of this section 3.02, he shall 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 shall have occurred, the rate of the Guarantee 
Fee shall be prorated so that the Guarantee Fee specified in 
paragrapn (c) of this Section is applicable from the next prior 
anniversary 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 (1) of 
this section, the Guarantee Fee shall be determined to be fully 
earned as of the commencement of the period to which it is 
applicable and, subject to said provisions, no refund will be 
made by the Secretary of any Guarantee Fee in the event the 
guarantees shall terminate after the due date of such Guarantee 
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Fee, or the time of receipt and collection by the secretary, in 
the case of a deficit Guarantee Fee. 

section 3.03. Payment of t ^ Secretary's Note. The 
principal of and the interest cn the Secretary's Note shall be 
payable as follows: 

(1) by payment of interest on the Obligations in 
accordance with the provisiona 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 aforesaid payments shall constitute payment of the 
interest on and the principal of the Secretary's Note as of the 
date on which and to the extent such payment, redemption or 
retirement is made and the Secretary's Note shall be discharged 
to the extent of such payment ef principal. 

Section 3.04. Cancellation of the Secretary's Note. In the 
event and when the Guarantees on all the Obligations as to wnlch 
Guarauitees are secured by the Secretary's Note have been 
terminated pursuant to the provisions 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 obligation 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 
Guarantees, and the Secretary has been so notified by the 
Indenture Trustee or all Obligees in %«ritlng; provided that 
such termination shall not prejudice any rights accruing 
hereunder prior to such termination; 

(3) Such Guarantee shall have been paid in full in cash 
by the Secretary; or 
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(4) The Indenture Trustee and each Obligee shall have 
tailed to demand payment of such Guarantee as provided in the 
Indenture or in such Guarantee or in the Act. 

Section 3.06. Execution of Additional secretary's Note 
Upon Subsequent Issue of Obligations. In the event and when each 
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 (li) the 
Shipowner and the Secretary shall execute an instrument amending 
or supplementing the Mortgage if then in effect (or tne term of 
the Mortgage, if not then in effect) to the extent necessary to 
provide security in respect of such additional Secretary's Note. 
The Secretary's Note executed and delivered in accordance with 
the provisions of this section shall, together with the 
secretary's Note referred to in the Special Provisions hereof, be 
secured by this security Agreement and the Mortgage. 

ARTICLE IV 

Construction Fund; Moneys Due in Respect of 
Construction of the Vessels 

Section 4.01. construction Fund, (a) The Shipowner has, 
simultaneously with the execution of this Security Agreement, 
deposited with the Depository the amount, if any, as indicated in 
the Special Provisions hereof to be held in the Construction Fund 
in a special joint depository account subject to the joint 
control of the Shipowner and the Secretary. 

(b) The Construction Fund, if any, will be maintained and 
withdra%m in accordance with the provisions of this section and 
sections 4.02, 4.03 and 4.04. 

(c) In the event the special Provisions hereof provide for a 
construction Fund, tbe Secretary and the Shipowner shall have 
entered into the Depository Agreement with the Depository 
governing the establishment and maintenance of the construction 
Fund in form satisfactory to tbe Shipowner and the secretary. 

(d) At the time of each original issue of additional 
obligations the shipowner shall deposit with the Depository an 



26 
Exhibit 1 to security Agreement 

amount equal to the excess, if any, of the principal amount of 
the obligations issued at such time over (i) the principal amount 
tnen required to be deposited in the Escrow Fund amd (11) the 
moneys, if any, paid, to the date of such issue, toward the 
Actual cost of the vessels and which would then be eligible for 
witndrawal from the Construction Fund pursuant 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 er any 
other Person entitled thereto ef any amount which from time to 
time the Shipowner ia obligated to pay to the Inaenture Tr\istee 
or any Paying Agent in respeet of the principal of or interest on 
the Obligations, or the Shipbuilder or such other Person on 
account of the items, amounts and increases set forth in the 
determination of Actual Cost referred to in the special 
Proviaions hereof; provided t h a t — 

(1) If the shipowner ahall have paid or caused to be 
paid (whether directly or pursuant to Section 5.02(b)) to the 
Indenture Trustee* any Paying Agent for the Obligations, the 
Shipbuilder or such other Person any amount referred to in 
this section, the Shipowner ahall 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 increases from sources other than the 
proceeds of the Obligations equals at least 12-1/2% (or, in 
the eircumstancea deacribed in the proviso of this 
subparagraph (2) , 25S) of the Actual Cost of the Vessel with 
respect to which such payment is made, (B) to the Shipbuilder 
until any estimated net trade-in allowance applicable to such 
Vessel which ia, 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 Snipbuilder on account of Item (l) of 
the Table annexed heretc, (C) to the shipbuilder until tne 
Shipowner shall have paid to the Shipbuilder out of its 
general funds all amounts which at the time are due and 
payable by the Shipowner on account of charter hire of a 
vessel traded in pursuant tc the foregoing section 510, (D) 
to the Shipowner which would have the effect of reducing the 
total amounts paid, referred to in clause (A) of this 
subparagraph (2), below the respective minima set forth in 
said clause with respect to such vesael, 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 (q of this 
subparagraph (2); provided that, in the event that the amount 
eligible for guaranteed pureuant to Section 1104(b)(2) of the 
Act, is limited to 75% of the Actual Coat or Depreciated 
Actual Coat of the related Veaael with respect to which such 
payment ia made, after SOS of the Actual Coat of such vesael 
has been paid by or for the account of the shipowner on 
account of the above-mentioned items, amounts and increases, 
the minimum of 12-1/2S set forth in clause (A) of this 
subparagraph (2) shall be changed to 2SS 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, moneys remaining on deposit in the 
Construction Fund may be withdrawn for one of the following 
purposes: (1) application as provided in Section 3.05 of Exhibit 
1 to the Indenture, (2) payment to the Shipowner or its order in 
the event that all of the Prcportlonate outstanding Obligations 
are Retired or Paid, other than by payment of the Guarantees, or 
(3) application as provided in section 6.05, if the Secretary 
shall have paid the Guarantees. 

section 4.03. Procedures for Construction Fund 
Withdrawals, (a) Prior to any payment or reimbursement pursuant 
to Section 4.02, there shall have been delivered to the 
Secretary: 

(1) A request for payment (the "Request for Payment") 
(specifying the Person or Persons to be paid and the amount 
of such payment) executed by the shipowner, approved and 
countersigned by the secretary which Request for Payment 
shall request the Depository to notify the Secretary when the 
Construction Fund is exhausted; and 

(2) An Officer's Certificate stating— 

(A) That the payments and reimbursements are on 
account of the items, amounts or increases set forth in 
the determination of Actual cost; 

(B) That tbe amounts stated therein are then 
payable in respect thereof (specifying the amount in 
respect of each such item, amount and increase and the 
name and address cf the Person to whom it should be 
paid) and/or that payments in a stated amount in respect 
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thereof have been made by or for the account of the 
Shipowner from sources other tham the Construction Fund 
or amounts (exclusive of intereat) depoaited in the 
Escrow Fund (apecifying the amount in reepect of each 
auch item, amount and increaae) and that reimburaement 
therefor from the cenatructien Fund haa not theretotore 
been made; 

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

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

(E) That the aggregate payments made by or for 
account of the Shipowner for the Actual cost of the 
Vessel in respect of which the requested payment or 
reimbursement is to be made from sources other than the 
proceeds of the Obligations, after such payment or 
reimbursemennt is made, shall remain not less than 
12-1/2S (or in the circumstances described in tbe 
proviso of subparagraph 4.02(a) (2), 25f) of the Actual 
Cost of such vessel; and 

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

(b) Upon approval and countersignature by the Secretary of 
the Request for Payment, the Request for Payment shall be 
delivered to the Depository which shall make payment in 
accordance with the terms of such Request for Payment. 

Section 4.04. Redecoslt of Funds into the Construction 
Fund. At any time the secretary shall have determined that there 
has been, for any reason, an Improper disbursement from the 
Construction Fund, he shall 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 
redeposit such amount into the Ccnstruction Fund. 

Section 4.05. Cash Held b^ the Depository iji £ne 
Construction Fund, (a) All cash held by the Depository in tne 
Construction Fund shall be held in a special joint depository 
account for the purposes for which held (subject to Section 
4.03). 
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(b) cash held by the Depository in tbe Construction Fund (i) 
need not be segregated, (11) ahall not be inveated or reinveated 
except aa provided in the follewing paragraph (c) , and (iii) 
ahall not bear interest except to the extent the Depository 
allows intereat on aimilar depoaita or except as tne Shipowner 
and the Depository may agree. 

(c) If the Depository is sc 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 
Oepository in negotiable certificates of deposit of the 
Depository, provided such investment in negotiable certificates 
of the Oepository do not exceed 10S of the Depository's capital 
or (ii) be invested or reinvested by the Oepository in securities 
whlcn constitute direct obligations of the United states or any 
agency of the United States, provided that, such investments or 
reinvestments shall mature not later than one year from the date 
of the investment or reinvestment. The Depository shall aell all 
or any deaignated part of auch aecurities if (1) so directed by 
the Shipowner by the delivery of a Request approved by tbe 
Secretary in writing (or, at the Secretary's written direction, 
without any Request of the Shipowner, during the continuance of a 
Default) or (11) at any time the proceeds thereof are required 
for the purposed specified in Section 4.02. If such sale (or any 
payment at maturity) produces a net sum less than the coat 
(including accrued interest paid as such) of the securities so 
sold or paid, the Depository shall give written notice to the 
Secretary and tbe Shipowner of such deficiency and the Shipowner 
shall promptly pay the deficiency to the Depository. If such 
sale or payment produces a net sum greater than tne cost 
(including accrued interest paid as such) of the securities so 
sold or paid, the Depository shall promptly pay the excess to the 
Shipowner unless the Depository shall have received written 
notice from tbe secretary that there is then an existing Default. 
All such securities and the net proceeds of the sale or payment 
thereof (plus any deficiency paid by tbe Shipowner, but excluding 
any excess over cost paid to tbe Shipowner) shall be held by the 
Depository for the same purposes as the cash used to purchase the 
securities. 

(d) Any Interest on cash cr securities (less an amount equal 
to accrued interest paid upon purchase) held by the Depository 
shall, unless there is an existing Default, be promptly'paid to 
the- Shipowner. 

Section 4.06. Moneys Cue in Respect Q i construction of the 
Vessels. In the event that the Shipowner shaJ.1 from time to time 
receive moneys described in the Granting Clause of the Special 
Provisions hereof from tbe Secretary, the Shipbuilder, its 
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guarantors, sureties, or otherwise, representing moneys which 
from time to time become due to tbe Shipowner in connection with 
the construction ot any Vessel, the Shipowner shall give written 
notice thereof to the Secretary and shall promptly pay the same 
over to the Depository, accompanied by written notice to the 
Depository and the Secretary that such moneys are to be held by 
the Depository pursuant to the applicable provisions of the 
Depository Agreement. The Cepoaitory 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 
determine 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 stating that such funds (1) 
shall be applied pursuant to Section 3.04 of Exhibit 1 to the 
indenture to redeem the principal amount of the outstanding 
obligations specified therein, and (ii) are to be so applied in 
order that tbe principal amount of obligations 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 Conatruction 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 am Officer's certificate of the Shipowner 
delivered to the secretary within 10 days of the giving of the 
written notice of the receipt of stieh moneys referred to above) 
of obligations which either (i) have been redeemed piursuant to 
any optional redemption provisions of the Indenture and not 
theretofore credited (whether as a result of any automatic 
crediting provisions of the Indenture or otherwise) against any 
redemptions required to be made by any mandatory redemption 
provisions of the Indenture, (ii) have been acquired by the 
Snipowner other than pursuant to the redemption provisions of the 
Indenture and surrendered to the Indenture Trustee for 
cancellation and not theretofore credited (whether as a result of 
any automatic crediting provisions of the Indenture or otherwise) 
against any redemptions required by any mandatory redemption 
provisions of the Indenture, er (ill) have been redeemed in 
connection with Section 1104(b)(2) of the Act in accordance with 
the Indenture, is in excess of the percentage of the aggregate of 
the Actual cost or Depreciated Actual Cost, as the case may be. 



31 
Exhibit 1 to Security Agreement 

of the vessela set forth in ARTICLE FIRST of the Special 
Proviaions hereof aa ao redetermined and all other vessels tnen 
subject to the Security Agreement set forth in ARTICLE FIRST of 
the special Provisions as so redetermined. The Shipotmer shall 
give written notice to the Indenture Trustee of all Obligations 
credited pursuant to tbe immediately preceding sentence, 
specifying the number and principal amount ot such Obiigationa so 
credited, within three days of the determination of the secretary 
referred to above, provided that if obligations aure 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. 

ARTICLE V 

Actual Cost; The Escrow Fund 

section 5.01. Actual cost Determinations. The Actual Cost 
of each Vessel (and the sum of the Actual cost of all of the 
Vessels), determined as of the date of this Security Agreement, 
is as set forth in the Special Provisions hereof. The Secretary 
agrees that he (1) will make a final determination of the Actual 
Cost of each Vessel, limited to amounts paid by or for the 
account of the Shipowner on account of the items (not in excess 
of the respective amounts ef the items) set 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 amovnts of 
such set forth or referred to items, such determination to be 
made as of the time of payment by or for the account of the 
Shipowner of the full amount of said Actual cost of such Vessel, 
excluding any amounts which are not to become due and payable and 
(2) will promptly give written notice to the Shipowner of the 
results of said final determination; provided that, the shipowner 
shall have requested such determination not less than 60 days in 
advance (unless otherwise agreed by the secretary) and shall have 
furnished to the secretary net less than 30 days in advance of 
sucn determination (unleaa otherwiae agreed by the Secretary) a 
certification by the Shipowner and (unless otherwise agreed by 
the secretary) a statement by an independent certified (or, with 
the consent of the Secretary, an independent) public accountant 
or firm of accountants of the total aunounts paid or obligated to 
be paid by or for the account cf the Shipowner for the 
Construction of such vessel, together with a breakdown of such 
totals according to the items for which paid or obligated to be 
paid. 
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Section 5.02. Escrow Fund: Disbursement Prior to 
Termination Date gjg the Escrow Fund, (a) The Shipowner has 
simultaneously herewith depoaited with the Secretaury the amount, 
if any, indicated in the Special Provisiona hereof to be held in 
the Eacrow Fund. 

At the time of each aale of additional Obligations after the 
date hereof, tne Shipowner shall depoait 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 aunount equal to 
the sum of the following: 

(1) The aggregate sum of the excess (if any) calculated 
for each Vessel aeparately of (a) the aggregate principal 
amount of the Proportionate Part of the Outstanding 
Obligations, authenticated to the date of auch deposit, 
including the principal amount of the Obligations being aold 
at such time, less 75% or 87-1/2%, whichever is applicable 
under Section 1104 of the Act, of the aunount which the 
Secretary shall determine has been, as of such time, paid by 
or for the account of the Shipowner for the construction of 
such Vesael over (b) the balance on deposit other than for 
interest or earned income relating to such Vessel at such 
time in the Escrow Fund; and 

(2) Interest, as may be required by the Secretary, on 
tne amount of such deposit (computed at the effective rate 
borne by the Obligations). 

(b) Unless the Guarantees, prior to the Termination Date of 
the Escrow Fund (as hereinafter defined), shall become payable as 
to tne Obligations, the Secretary ahall aubject to the proviaiona 
of this paragraph (b), within a reasonable time after written 
Request from the Shipowner disburse from the Escrow Fund directly 
to the Indenture Trustee, any Paying Agent for such Obligations, 
the Shipbuilder or any otner Person entitled thereto, amy amount 
which from time to time the Shipowner is obligated to pay to the 
Indenture Trustee, any Paying Agent for such obligations, the 
Shipbuilder or such other Person on account of the items and 
amounts or any otner items or increases set fort.-i or referred to 
in the Special Provisions hereof, and reflected in the Table 
annexed hereto; provided that— 

(1) If the Shipowner shall pay or cause to be paid to 
the Indenture Trustee, any Paying Agent for such obligations, 
the Shipbuilder or such ether Person any amount referred to 
in this paragraph (b), then upon a Request, in form 
satisfactory to the Secretary, the Secretary shall reimburse 
the Shipowner 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 Person until the Construction Fund 
has been exhausted and a certificate as to such fact shall 
have been delivered to tbe Secretary by the Depository (B) to 
any Person until tbe total amount paid by or for the account 
of the Shipowner on account of said items, amounts and 
increases from sources ether than the proceeds of such 
obligations equals at least 12-1/2S (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 tbe 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 purauant to Section 510 of the Act haa 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 ot its general funds 
all amounts which at the time are due and payable by the 
Shipowner on account of charter hire of a Vessel traded in 
pursuant to the foregoing Section 510, (E) to the Shipotmer 
which would have the effect of reducing the total amounts 
paid, referred to in clause (B) of this subparagraph (2) , 
below the respective minima set forth in said clause, or (F) 
to the Shipowner for reimbursement of any balance of a 
requested disbursement paid by the Shipowner with respect 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 (D) 
of this subparagraph (2); provided that, in the event tne 
amount eligible for Guarantees pursuant to Section 1104(b)(2) 
of the act, is limited to 75% of the Actual Cost or 
Depreciated Actual cost, as the case may be, of such Vessel, 
after 50% of the Actual Coat 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 
12-1/2S set forth in clause (B) of this subparagraph (2) 
shall be changed to 2SS. 

(c) The excess, as determined by the Secretary, of any 
amount on deposit in the Escrow Fund which represents interest on 
the principal amount deposited, ever the amount of interest due 
on the next Interest Payment Date on the principal amount as 
determined by the Secretary remaining on deposit on such Interest 
Payment Date, may be disbursed by the Secretary upon Request of 
the Shipowner made not more than 10 Business Days prior to such 
Interest Payment Date or made no later than 30 days after such 
Interest Payment Date. 

(d) The Secretary shall not be required to make any 
disbursement pursuant to this section except out of cash 
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available in the Escrow Fund. If sufficient cash is not 
available to make the requested disbursement, additional cash 
shall be provided by the maturity or aale of securities in 
accordance with instructions to be delivered to tbe Treasury 
Department pursuant to Section 5.04. if any sale or payment m 
maturity ahall reault in a leaa in the principal amount of the 
Escrow Fund invested in securities so sold or matured, the 
requested disbursement from the Escrow Fund shall be reduced by 
an amount equal to such losa 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 ether than the proceeds of such 
obligations. 

(e) If, prior to the Termination Date of the Escrow Fund, 
the Guarantees shall become payable by the Secretary, as to the 
Obligations, all amounts in the Escrow Fund at the time such 
Guarantees become payable (including realized income which has 
not yet been paid to the Shipowner) shall be paid into the 
Federal ship Financing Fund created by Section 1102 of tbe act 
and be credited against any amounts due or to become due to the 
secretary from the Shipowner with respect to all Obligations 
guaranteed by the Secretary to which this Security Agreement 
relates. To the extent payment of the Escrow Fund into said 
Federal Ship Financing Fund is not required, said amounts or any 
balance thereof shall be paid to the Shipowner. 

(f) At any time the Secretary shall have determined that 
there has been, for any reason, a disbursement trom the Escrow' 
Fund contrary to the provisions of this Section, he shall 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 redeposit such amount, with 
interest, if any, required by the secretary, into the Escrow 
Fund. 

(g) Notwithstanding any other provision of this Section, the 
Shipowner shall not seek or receive reimbursement for any amount 
paid to the Shipbuilder under this Section. 

(b) In the event that cne cf the events described in section 
2.09 has occurred on or with respect to one or more of tbe 
vessels, upon a Request of the Shipowner, approved by the 
secretary in writing, moneys remaining on deposit in the Escrow 
Fund may be withdrawn in whole or in part for one of the 
following purposes: (1) application as provided in Section 3.05 
of Exhibit 1 to the Indenture, but in no event shall any 
disbursement for such purpose be in an amount greater than the 
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related Proportionate Outstanding obligations (2) payment to the 
Shipotmer, or its order, in the event all of the Proportionate 
Outstanding Obligations are Retired and Paid, other than by 
payment of the Guarantees, or (3) application as provided in 
Section 6.05, if the secretary shall 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 become 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 (1) have been or are (as 
indicated by the giving of a notice of redemption whlcn does 
not state that it is subject to the receipt of the redoiption 
moneys by the Indenture Trustee or any Paying Agent of the 
Shipowner for such Obligations) to be Retired or Paid on or 
before said Termination Date pursuant to sections 3.02(a), 
3.02(b). or 3.05 of Exhibit 1 to the Indenture, and not, in 
the case of redemptions pursuant to Sections 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 (11) have been delivered by the 
Shipowner to the Indenture Trustee for cancellation to be 
availed of pursuant to and in full compliance with Section 
3.04 of Exhibit 1 to tbe Indenture shall be in excess of a 
sum which is (C) the aggregate of 75S or 87-1/2S, whicnever 
is applicable under section 1104 of the Act, of the 
respective Actual Cost of each of the Vessels limited to 
amounts paid by or for the account of the Shipowner on 
account of items (not in excess of the respective amounts of 
the items) set forth or referred to in the Table annexed 
hereto and, to the extent approved by the secretary, any 
other items or any increase in the amounts of the items set 
forth or referred to in said Table, aa auch coat ia finally 
determined by the Secretary aa of the Termination Date of the 
Escrow Fund, the Escrow Fund shall be paid to the Indenture 
Trustee accompanied by a written notice from the Secretary 
and the Shipowner to the Indenture Trustee, stating tnat such 
funds (y) shadl be applied by the Indenture Trustee to redeem 
an equal principal amount of Obligations and (z) are to be so 
applied in order that the principal amount of Obligations 
that will be outstanding after such redemption will not 
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exceed tbe principal amount thereof eligible for Guarimtee by 
the United States under Section 1104(b)(2) of the Act. • 

(2) From the balance remaining after tbe deduction of 
the amount equal to the principal amount of Obligations to be 
redeemed pursuant to Section 3.04 of Exhibit 1 to tne 
Indenture, an amount equal to 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 t h e Escrow 
Fund by the Secretary to the Indenture Trustee and the 
Shipowner shall, simultaneously with the giving ot such 
written notice from tbe Shlpcwner and the Secretary to the 
Indenture Trustee, deposit with the Indenture Trustee an 
amount equal to the difference between such balance remaining 
in the Escrow Fund and the total 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 subparagrapha (1) and (2) above shall 
be paid to the Shipowner. 

Section 5.04. Investment and Liouidation of the Eacrow 
Fund. The Secretary may invest the Escrow Fund in obligations of 
the United states with such maturities that tbe Escrow Fund will 
be availeible as required fer the purposes hereof. The Secretary 
shall deposit the Escrow Fund into an account with the Treasury 
Department and deliver to the Treasury Department instructions, 
after agreement thereto by the Secretary and the Shipowner except 
in the case of instructions in COTinection 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 for 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 tbe secretary, be paid to the 
Shipowner. For the purpose of this Section, (1) the term "income 
realized on the Escrow Fund" shall mean with respect to the 
Escrow Fund (A) the excess of the cash received from the sale of 
securities or the payment of securities at maturity (less any 
losses from sale not made up by payments by the Shipowner 
pursuant to the last ser.tence of Section 5.02 (o)) over the cost 
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thereof and (B) cash received from the payment of interest on 
securities, and (11) 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 deposited. 

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 f\ill amount of the Actual 
Cost of all of the Vessels set forth or referred to in t:ie 
Special Provisions hereof has not been made or the amounts in 
respect of such Actual Cest are not then due and payable, 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 
Secretaury shall maJce a final determination of the Actual cost of 
all of the Vessels in accordance with Section 5.01, the 
Termination Date of the Escrow Fund shadl be deemed to be the 
date of such final determination. 

ARTICLE VI 

Defaults and Remedies 

section 6.01. What Constitutes "Defaults"; Continuance of 
Defaults. Each of the follewing events shall constitute a 
"Default" within tbe 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 become due and payable or default in the payment 
of the whole or any part cf the principal of any of the 
outstanding obligations when the same shall become due and 
payable, 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 interest on, or the 
principal of, the Secretary's Note is also deemed to be a 
Payment Default. 

(b) The following shall constitute and each is herein 
called a "Security Default": 
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(1) Default by tbe Shipowner, continued for 5 
days, in the payment to the Secretary of the amount of 
any Guarantee Fee as 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 Shipowner 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), 2.09, 2.11 and 2.12; 

(4) Default by the Shipowner continued for 30 
days after written notice by certified or registered 
mall 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 shall become insolvent or 
bamkrupt or shall cease paying or providing for the 
payment of its debts or shall be dissolved or shall, by 
a court of competent jurladiction, be adjudged a 
bankrupt or shall make a general asaiqnment for the 
benefit of its creditora 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 ahall be approved by 
auch a court, whether proposed by a creditor, a 
stockholder or any other Person whomsoever; or a 
receiver or receivers of any kind whatsoever, 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 substantially all of the property of the 
Shipowner, and such decree shall have continued 
unstayed, on appeal or otherwise, and in effect for a 
period of 60 days; 

(6) An event which by itself or with the passage 
of time, or the giving of notice, or both, would 
constitute an Event of Default under the Charter which 
has continued after written notice by certified or 
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registered 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 €.02. Acceleration of Maturity of the Secretary's 
Note. The Secretary may, by giving written notice to the 
Shipowner, declare the principal cf the Secretary's Note and 
interest accrued thereon to be immediately due and payabie 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 same rates for overdue principal. 

Section 6.03. Waivers of Default, (a) If the Secretary 
determines that an event whien, with the passage of time, would 
become a Payment Default has been remedied within 30 daya after 
the occurrence of such event, he shall waive the consequences of 
such event. 

(b) If the secretary shall have determined prior to payment 
of the Guarantees that a Payment Default has been remedied after 
the expiration of the aforesaid 30-day period but prior to tne 
date of demand by the Indenture Trustee or an Obligee for payment 
under the Guarantees, he shall waive auch 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 tbe Secretary), he ahall notify the 
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Indenture Truatee and the Shlpcwner of auch determination and he 
shall waive auch Default. 

(d) The Secretary, in hia aole diacretion, may waive any 
Security Default or any event which by itaelf, or with the 
passage of time or the giving of notice, or both, would give rise I 
to a security Default; provided that, such Default ia waived | 
prur to the Secretary giving to the Indenture Truatee the 
secretary'a Notice. I 

(e) The Secretary shall notify the Shipowner and t.ne 
Indenture Trustee m writing of any determinations made under 
paragrapha (a), (b) and (c) of thia Section 6.03, and tne 
secretary shall waive the consequences of any auch 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 subsequent or other Default, nor impair any rights or 
remedies consequent thereon. 

Section 6.04. Remedies After Default, (a) In the event of 
a Default amd before and after the payment of the Guarantees, the 
Secretary shall have the right te take the Vessels without legal 
process wherever the same may be (and tbe snipowner or otner 
Person in possession shall forthwith surrender possession of the 
Vessels to the Secretary upon demand) and hold, lay up, lease, 
charter, operate, or otherwise use the vessels for such time and 
upon such terms as he may reasonably deem to be for the best 
advantage to the secretary, accounting only tor the net profits, 
if any, arising from such use of the Vessels and cnarging against 
all receipts from the use of the Vessels all reasonable charges 
and expenses in connection with siicb 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 otherwise given to mortgagees by the Ship Mortgage Act, 
1920, as amended; 

(2) Bring suit at law, in equity or in admiralty to 
recover judgment for any and all amounts due under the 
Secretary's Note, this Security Agreement and the Mortgage, 
collect the same out of any and all property of the 
Shipowner, whether or not the saune is subject to the lien of 
the Mortgage, and in connection therewith obtain a decree 
ordering the sale of any Vessel in accordance with the 
following subparagraph (4); 
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(3) Have a receiver ef 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, by public sale with sealed bids, held at such time 
and place and in such manner as the 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 copy 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 
ao^ourned 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 other 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 taJre poaaession of 
and to hold the aame; 

(6) In his discretion, take any and all action 
authorized by Sections 1105(c), 1105(e) and 1106(b) of the 
Act and, to the extent not in expreaa conflict with the 
action authorized by said Sections 1105(c), 1105(e) and 
1108(b), or with this Section 6.04, any and all action 
provided for or authorized or permitted by or m respect of 
the Secretary's Note, this Security Agreement, the Vessels, 
the Security, tbe Escrow Fund, the construction Fund, the 
Title XI Reserve Fund and the Policies of Insurance (said 
documents, funds and assets being herein called tbe 
"Increased Security"), including all action provided for in 
or authorized or periritted by or in respect of tbe Increased 
Security; 

(7) Receive, in the event of an actual or constructive 
total loss or an agreed or compromised total loss or a 
requisition of title to or use of any Vessel, all insurance 
or other payments therefor to which the Shipowner would 
otherwise be entitled, such insurance moneys to be applied by 
the secretary in accordance with the interest of the 
Secretary as provided in section 7.01 and, if any balance 
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remains, in accordance with the interest of the Shipowner as 
provided in section 7.02; and 

(8) Pursue to final eoilection all claims ariaing 
under, â nd to collect auch claims from, the Increased 
Security. 

(c) The Shipowner hereby irrevocably appoints the secretary 
the true and lawful attorney of the Shipowner, in its name and 
stead, to make all necessary transfers of the whole or any part 
of the Increased 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 ef 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 
request. 

(d) No remedy shall be exclusive of any other remedy, and 
each and every remedy shall be cumulative and in addition to any 
other remedy. 

(e) No delay or omission to exercise any right or remedy 
shall impair any such right or remedy or shall be deemed to be a 
waiver of any Default. 

(f) The exercise of any right or remedy shall not constitute 
an election of remedies by the Secretary. 

(g) If the secretary discontinues any proceeding, the rights 
and remedies of the Secretary and of the Shipowner shall be as 
though no such proceeding bad been taken. 

Section 6.05. Acplicat'ion of Proceeds. (1) The proceeds 
(from sale or otherwise) of the whole or any part of the 
Increased Security and use thereof by the secretary under any of 
the foregoing poviera, (2) the proceeds of any judgment collected 
by the Secretary for any Default hereunder, (3) the proceeds of 
any insurance and of any claim for damages to the whole or any 
part of the Increased security received by the secretary while 
exercising any such power, and (4) all other amounts received by 
the secretary, 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 by the Secretary as follows: 

First—to the payment of the Guarantee Fee, if any, due 
and payaUsle to the Secretary pursuant to the provisions of 
section 3.02; 
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Second—to the payment ef all sums of money due and 
unpaid and secured by the Mortgage or this Security 
Agreement; 

Third—to the payment of all advances by the secretary 
pursuant to this Security Agreement and al^, reasonable 
charges and expenses of the Secretary; 

Fourth—to the payment of the whole aunount of the 
interest then due and unpaid upon the Secretary's 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 as their interests may appear. 

Section 6.06. General Powers of Secretary, (a) In the 
event any Vessel shall be arrested or detained by a marshal or 
other officer of any court of law, equity or admiralty 
jurisdiction in any country or nation of the world or by any 
government or other authority and shall not be released from 
arrest or detention within 15 days from the date of arrest or 
detention, the Shipowner hereby authorizes the Secretary, in the 
name of the Shipowner, to apply for and receive possession of and 
to take possession of such Vessel with all the rights and powers 
that the Shipowner might have, possess and exercise in any such 
event. This authorization is irrevocable. 

(b) The Shipowner irrevocably authorizes the secretary or 
its appointee (with full power of svibstitution) to appear in tne 
name of the Shipowner in any court of any country or nation of 
the world where a suit is pending against the whole or any part 
of the Increased Security because of or on account of any alleged 
lien or claim against tbe whole er any part of the Increased 
Security from which the whole or said part of the Increased 
security has not been released. 

(c) All reasonable expenses incurred pursuant to paragraphs 
(a) or (b) of this section shall constitute a debt due from the 
Shipowner to the Secretary and shall be repaid by the Shipowner 
upon demand. The Secretary shall not be obligated to (nor be 
liable for his failure to) take any action provided for in the 
foregoing paragraphs (a) and (b). 

section 6.07. concerning the Charter. Notwithstanding the 
foregoing provisions of this Article VI, so long as the Charter 
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shall be in full force and effect and the Charterer shall have 
performed its obligations thereunder, if the Secretary exercises 
any of the rights and remedies afforded him by this Security 
Agreement, the Mortgage or by law, such exercise shall be in such 
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 thia Section 6.07 
and none of the aetiona or omiaaions to act by the Secretary 
contemplated by thia Section 6.07 ahall be deemed to be a waiver 
by the secretary of the preferred atatua of the Mortgage nor of 
any of the benefits, privileges or provisions given by the Ship 
Mortgage Act, 1920, as amended, (11) no provision hereof shall 
constitute a waiver of such preferred status or any of such 
benefits, privileges or provisions, and (iii) in the event that 
any provision of this Security Agreement and of the Mortgage 
should 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 effeet. 

ARTZCLE VZZ 

Rights of Secretary and Shlpo«mer 

Section 7.01. The Interest o| the Secretary. Tbe interest 
of the Secretary in the Increased Security, and any cash, 
securities or other property (other than property purchased by 
the secretary at foreclosure proceedings or other public sale and 
any payments or receipts from the requisition, sale, charter, 
operation or other use or disposition ot any such property 
accrued after the time of acquisition of title at such 
proceedings or sale, all of which property, payments and receipts 
shall 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 respect 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 provisions 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 expenses (ineluding administrative expenses) 
incurred and advances and disbursements made by the Secretary 
(or the united states) in tbe assertion, protection, pursuit 
and/or enforcement of the rights and remedies, or any of 
them, stated in Sections 6.04 and 6.06, and all other 
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expenses *(including administrative expenses) incurred and 
advances and disbursements made by the Secretary (or the 
United States) in connection with the Increased Security or 
otherwise (other than those incurred or made in respect of 
the purchase of any vessel by the secretary at foreclosure 
proceedings or other public sale, after tbe time of 
acquisition of title at such foreclosure pxoceedings or other 
public sale); 

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

(4) am amount equal to the amount of principal which is 
due or will become due and payable upon the Secretary's Note; 

after deducting therefrom all credits, if any, under Section 
1103(b) of the Act and all cash payments theretofore m.ade 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 
asserting, protecting, pursuing cr enforcing any or all of the 
rights in or under the Increased security, and any cash, 
securities or other property (other tham property purchased by 
the secretary at foreclosure proceedings or other public sale, 
and any payments or receipts from the requisition, sale, charter, 
operation or other use or disposition of any such property 
accrued after the time of acquisition 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 respect 
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 Section 3.02), shall, except as 
otherwise provided in the Special Provisions hereof, be a 
residual interest after full dischairge and satisfaction of the 
interest of the Secretary, as provided in Section 7.01, and the 
secretary shall promptly pay or otherwise account therefor to the 
Shipowner. 

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 (11) any funds held by the Indenture Trustee in 
respect of obligations which ahall have been Retired or Paid 
within the meaning of the Indenture. 
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ARTZCLE VZZI 

Amendments and Supplements to the Security 
Agreement, Mortgage, Zndanture and Charter 

section 8.01. Amendments and Supplements to the Security 
Agreement and the Mortgage. This Security Agreement and the 
Mortgage may not be amended er supplemented orally but may be 
amended or aupplemented from time to time by an inatrument in 
writing executed by the Shlpcwner and the Secretary. 

Section 8.02. Waiver cf security Agreement Provisions. The 
benefits to or rights of the Secretaury 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 agrees that no amendments or 
supplements will be made to the indenture or the charter without 
the prior written consent of the Secretary and any purported 
action or attempt to take action forbidden to be taken by this 
section shall be null and void and of no force or effect. 

ARTICLE ZX 

Consolidation, Merger and Sale 

Section 9.01. Consolidation. Merger and Sale, etc. (a) 
Nothing in this security Agreement or the Mortgage shall prevent 
any lawful consolidation or merger of the shipowner with or into 
any other Person or any sale of any vessel to any other Person 
lawfully entitled to acquire or operate such Vessel; provided 
that, the Secretary shall have given his prior written consent to 
such succession, merger, consolidation or sale. 

(b) The Person formed by or surviving such consolidation or 
merger (herein called the "Successor"), shall, by indenture 
supplemental to the Indenture, and by instrument amending or 
supplementing this 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 Obligations, shall execute 
and deliver to tbe Secretary a secretary's Note in form 
satisfactory to the secretary, shall expressly assume the payment 
of the principal of and interest on the Secretary's Note, and 
also shall expressly assume the performance of the agreements of 
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the Shipowner in the Indenture, this Security Agreement and the 
Mortgage. 

(c) With the prior written consent of the Secretary, any 
such saU.e may be on such terms as to release the Shipowner 
immediately prior to such sale from all ita obligations under the 
Indenture, the Proportionate Outstanding Obligations, this 
Security Agreement, tbe Mortgage and the Secretary's Note, in 
such event, the Secretary, if so requested by the Shipowner, and 
as may be necessary, shall execute and delivery such instruments 
as may be deemed by the Shipowner to be reasonably necessary or 
appropriate to give effect to and confirm such release. 

(d) Upon any such consolidation, merger, appointment or 
designation, (A) the Successor shall suceed to and be substituted 
for the Shipowner with the same effect as if it had been named 
herein and (B) the Secretary shall consent to the surrender of 
the document of any vessela purauant to Subaection 0 of the Ship 
Mortgage Act, 1920, aa amended; provided that, concurrently with 
aucn aurrender, auch Veaaels shall be redocumented under the laws 
of the United states and all endorsements necessary and proper to 
preserve the preferred status of the Mortgage shall be made upon 
the new document of such Vessels, when Issued. 

ARTICLE X 

Notices 

section 10.01. Notices. Except as otherwise provided in 
this Security Agreement or by the Aet, all notices, requests, 
demands, directions, consents, waivers, approvals or other 
communications may be made or delivered in person or by 
registered or certified mail, postage prepaid, addressed to the 
party at the address of such party specified in the Special 
Provisions hereof, or at such other address as such party shall 
advise each other party by written notice, and shall be effective 
upon receipt by the addreaaee thereof. 

Section 10.02. Waivers of Notice. In any case where notice 
by publication, mail or otherwise is provided for by this 
security Agreement, such notice may be waived in writing by the 
Person entitled to receive such notice, either before or after 
the event, and sueb waiver shall be deemed the equivalent of such 
notice. 

Section 10.03. Change of Name. The Shipowner shall not 
change its name without first notifying the Secretary of the new 
name and the change in address, if any. 
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ARTICLE XZ 

Discharge of security Agreesient amd 
the Mortgage 

Section 11.01. Discharge of security Agreement and the 
Mortgage, (a) If the obligations 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 stuns 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 Secretaury, on Request of the 
Shipowner and at the Shipowner's cost and expense, shall 
f3rthwith 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 
S.-!ipowner such instruments as may be necessary, duly 
acknowledging the satisfaction and dischaurge of this security 
Agreement and the Mortgage, and forthwith tne estate, right, 
title amd interest of the secretary in and to the Security, the 
Increased security and any other securities, cash, 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 transfer, deliver and pay the same 
tc ths Shipowner. 

(b) If all of the Guarantees on the Outstamdlng Obligations 
shall have been terminated pursuant to Section 3.05(2) or (4), 
zha Secretary shall assign forthwith to the Shipowner, txils 
s-scurity Agreement, the Mortgage and the liens, estate, rights 
a.r.i interests hereby and thereby granted. 

ARTICLE XZZ 

Miscellaneous 

Section 12.01. Successors and Assigns. All the covenants, 
promises, stipulations and agreements of tbe Shipowner in this 
Security Agreement shall bind the Shipowner and its successors 
and assigns and shall inure to the benefit of the Secretary and 
his successors and assigns, and aill the covenants, promises, 
stipulations amd agreements of the Secretaury 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. 
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section 12.02. Execution ^n Counterparts. This Security 
Agreement may be executed in any number of counterparts. All 
such counterparts shall be deemed to be originals and shall 
together constitute but one and the same instrument. 

Section 12.03. Rights cf Shipowner in Absence of Default. 
Except during the existence of a Default (unless the Shipowner 
shall have failed to perform any of its agreements under Section 
2.04 or the Charterer shall have failed to perform any of its 
agreements under the Charter and such failure shall be continuing 
at the time in question), tbe Shipowner (1) shall be suffered and 
permitted to retain actual posaeaaion and uae of the Veaaels 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, masts, boats, anchors, 
cables, chains, rigging, tackle, apparel, 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 
tne Secretary, first or simultaneously replacing the same with 
items of at least substantially equal value. 

Section 12.04. Surrender of Vessel's Documents. The 
Secretary shall consent to the surrender of each Vessel's 
documents in connection with any redocumentation of such Vessel 
required on account of alterations to such Vessel which, as 
stated in an Officer's Certificate delivered to the Secretary, 
are not prohibited by this Security Agreement and by the 
Mortgage. 

Section 12.05. No waiver of Preferred Status. No provision 
of this 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 H of the Ship Mortgage Act, 
1920, as amended, and any 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 effect. 

section 12.06. Regulations Inapplicable. None of the 
regulations heretofore or hereafter issued, whether or not under 
Title XI of the Act, is a part cf or affects this Security 
Agreement in any respect, and the provisions of this Security 
Agreement shall control notwithstanding the provisions of any 
such regulations. 

Section 12.07. Table of Contents. Titles and Headings. The 
table of contents, the titles of the Articles and the headings of 
the Sections are not a part of this security Agreement and shall 
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not be deemed to affect tbe meaning or constructioir^f any of its 
provisions. 



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 October 1, 1981, as 
amended, between it and New England Merchants 

Leasing Corporation B-7 

Secured Note due Decgmhey "̂ 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 f̂̂ rt"* ' i "̂  OcXbh^s/^ 
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 s\im of Eight Million Twenty-Two 
Thousand Dollars ($8,022,000), 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 anniim. 

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 (11) 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^^centaqe 

3.63745974 
1.91730404 
2.04240813 
2.17567514 
2.31763800 
2.46886387 
2.62995724 
2.80156195 
2.98436387 
3.17909362 
3.38652942 
3.60750050 

however, that tl 

Number Of 
Installment 

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

Percentage 

3.84288993 
4.09363849 
4.36074844 
4.64528721 
4.94839230 
5.27127487 
5.61522550 
5.98161905 
6.37191960 
6.78768736 
7.23058402 
7.70237771 

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 Pavment. 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 
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 premium. 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. 

I 

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. 



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 October 1, 1981, as 
amended, between it and New England 
Merchants Leasing Corporation B-7 

By: 



EXHIBIT 3 to 
SECURITY AGREEMENT 

First Preferred Fleet 
Mortgage 



FIRST PREFERRED FLEET MORTGAGE (NM-2) 

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 

40 Box Hopper Barges with Roll Top Covers 



FIRST PREFERRED FLEET MORTGAGE 

40 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 October 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 
DM 
DM 
DM 
DM 
DM 
DM 
DM 
DM 
DM 
DM 
DM 
DM 
DM 
DM 
DM 
DM 
DM 
DM 
DM 
DM 

3001 
3002 
3003 
3004 
3005 
3006 
3007 
3008 
3009 
3010 
3011 
3012 
3013 
3014 
3015 
3016 
3017 
3018 
3019 
3020 

Official Number 
641538 
641539 
641540 
641541 
641542 
641543 
641544 
641545 
641546 
641547 
641548 
641549 
641550 
641551 
641552 
641553 
641554 
641555 
641556 
641557 

Name of Vessel 
DM 
DM 
DM 
DM 
DM 
DM 
DM 
DM 
DM 
DM 
DM 
DM 
DM 
DM 
DM 
DM 
DM 
DM 
DM 
DM 

3021 
3022 
3023 
3024 
3025 
3026 
3027 
3028 
3029 
3030 
3031 
3032 
3033 
3034 
3035 
3036 
3037 
3038 
3039 
3040 

Official Number 
641558 
641559 
641560 
641561 
641562 
641563 
641564 
641565 
641566 
641567 
641568 
641569 
641570 
641571 
641572 
641573 
641574 
641575 
641576 
641577 

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 October 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 October 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 October 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 $8,022,000; 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 adcnowledged, 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 
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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: 

Name of Vessel 
DM 3001 
DM 3002 
DM 3003 
DM 3004 
DM 3005 
DM 3006 
DM 3007 
DM 3008 
DM 3009 
DM 3010 
DM 3011 
DM 3012 , 
DM 3013 
DM 3014 
DM 3015 
DM 3016 
DM 3017 
DM 3018 
DM 3019 
DM 3020 

Official Number 
641538 
641539 
641540 
641541 
641542 
641543 
641544 
641545 
641546 
641547 
641548 
641549 
641550 
641551 
641552 
641553 
641554 
641555 
641556 
641557 

Name of Vessel 
DM 3021 
DM 3022 
DM 3023 
DM 3024 
DM 3025 
DM 3026 
DM 3027 
DM 3028 
DM 3029 
DM 3030 
DM 3031 
DM 3032 
DM 3033 
DM 3034 
DM 3035 
DM 3036 
DM 3037 
DM 3038 
DM 3039 
DM 3040 

Official Number 
641558 
641559 
641560 
641561 
641562 
641563 
641564 
641565 
641566 
641567 
641568 
641569 
641570 
641571 
641572 
641573 
641574 
641575 
641576 
641577 

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 othiarwlse this Mortgage shall remain in full force and 
effect. 
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The Shipowner hereby agrees with the Mortgagee that the 
Vessels now or at any time subject to the lien of this Mortgage 
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 
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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 
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 Eight 
Million Twenty Two Thousand Dollars ($8,022,000). 

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 
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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 
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 Intentionally Left 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 ) 

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 instrxuaent; 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 ) 
• gg ̂  . 

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 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: 



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 



EXHIBIT 4 to 
SECURITY AGREEMENT 
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CONSTRUCTION CONTRACT 
ASSIGNMElfl 

between 

DRAVO MECHLING CORPORATION, 
Company 

and 

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

as owner trustee. 
Shipowner 

Dated as of October 1, 1981 
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CONSTRUCTION CONTRACT 

ASSIGNMENT 

This CONSTRDCTION CONTRACT ASSIGNMENT dated as of 
October 1, 1981 between DRAVO MECHLINQ CORPORATION, a Delaware 
corporation (the "Company" and the "Charterer"), and TBE 
CONNECTICUT BANK AND TRUST COMPANY, not in its individual 
capacity but solely as owner trustee under the Trust Agreement, 
dated as of the date hereof, between New England Merchants 
Leasing Corporation B-7 (the "0«mer Participant") and it (the 
"Shipowner"). 

WHEREAS, the Conqpany is the purchaser under a 
construction agreement (as such agreement may be hereafter 
amended, the "Construction Contract"), dated February 3, 1981 
with Dravo Corporation, a Pennsylvania corporation (the 
"Shipbuilder"), providing for the construction o£ forty box 
hopper barges with roll top covers, Hull Nos. 8485 through 8524 
(the "Vessels"); and 

WHEREAS, on the date hereof the Caapany desires to 
assign the Construction Contract to the Shipowner and give the 
Shipbuilder notice thereof, and tha Shipbuilder is willing to 
acknowledge receipt of notice thereof and consent to such 
assignment. 

NOW, THEREFORE, in consideration of the premises and 
of the mutual, covenants herein contained, for the consideration 
hereinafter specified and for other good and valuable 
consideration, the receipt and adequacy of which are hereby 
aelcnowleged, the parties hereto agree as follows: 

1. For and in consideration of the payment by the 
Shipowner of $1.00 to the Company, the Conipany hereby sells, 
assigns, transfers and sets over unto the Shipowner and unto 
the Shipotmer*8 successors and assigns, all right, title and 
intarest of the Conipany under, in and to the Construction 
Contract, including the interest of the Conpany in the Vessels 
to the extent now constructed and all other property insofar 
as it relates to the Vessels (the "Property") in which the 
Conpany has or may have an interest pursuant to the Construction 
Contract except for any right that the Company may have for 
progress payments made to the Shipbuilder by the Company under 
the Constinjction Contraet which right shall remain the property 
of the Company; and the Shipowner assumes all rights of the 
Company under, in and to the Construction Contraet, provided 

'̂ that the Shipowner does not assume any obligations or duties 



c 

of the Company under the Construction Contract. 

2. The Company shall remain liable for all of the 
aforesaid obligations and duties under the Construction Contract 
iand in respect of the Vessels and the Property. 

3. The Conqpany hereby agrees that it will, upon 
request of the Shipowner, deliver, or cause the Shipbuilder 
to deliver, such certificates, opinions, or other evidence, 
make such amendments, supplements or n»difloations to any 
agreement to which the Company or tha Shipbuilder is a party 
and take such other action and do sucih further things as may 
be reasonably required to confirm in the Shipowner all of the 
rights and benefits inuring to the purchaser under the 
Construction Contract or as may be reasonably required by the 
Shlpo%mer in connection with obligations undertaken under the 
Participation Agreement, dated as of the date hereof, among 
the Shipowner, the Charterer, the 0%mer Participant and 
Pittsburgh National Bank (the "Participation Agreement"). 

4. In the event that there is a tendnation of the 
obiigationa of the Shipowner under the Participation Agreement 
to purchase one or more Vessels, including, but not limited 
to, by reason of the Shipowner's Cost of such Vessel or Vessels 
exceeding the maximum Owner Participant's investment or maximun 
Lender's loan or the faiilure of such Vessel or Vessels to be 
delivered on or before Deconber 31, 1981, or the failure of 
the Charterer to satis.Ty a condition precedent to the Owner 
Participant's obligation to make sudh investment, then the 
Conipany shall have the right to require the Shipowner to 
reassign, and tha Shipowner hereby agrees to reassign, all the 
Shipowner's right, title and Interest in and to the Construction 
Contract, Insofar as the Construction Contract relates to the 
undelivered Vessel or Vessels as to which the Owner Participant's 
obligation to make ite investment (pursuant to the Participation 
Agreonent) has tenninated, to the Company. Such assignment 
shall be without any warranty or representation by the Shipowner, 
exc^t that sutih undelivered Vessel and the Construction Contract 
shall be freo of any Shipowner's Liens and Ovmer Participant's 
Liens and any Liens of the Lender. 

5. The Shipotmer hereby consents to the assignments 
and the other matters stated herein. 

6. This Constiruction Contraet Assignment shall be 
governed by federal law, to the extent applicable, and otherwise 
by the laws of the State of Pennsylvania. 
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7. For all purposes of this Construction Contraet 
Assignment, the capitalized terms used herein which are not 
defined herein but are defined in the Participation Agreement, 
or by reference therein to other Instruments shall have tha 
respective meanings stated in said Participation Agreemant or 
such other instruments. 

IN WITNESS WHEREOF, the parties hereto have caused 
this Construction Contract Assignment to be duly executed on 
the date and year first above written. 

DRAVO MECHLING COMPANY, 
as Company 

/j/f/^'^^rXc By a i ' ^ / y.vc-'^..^^-
Vice Presldfent 

THB CONNECTICUT BANK AND TRUST 
COMPANY, not in its individual 
capacity but solely as owner-
trustee a9..^ore89Jjl, as Shipowner 

/3y y^ 
Assistant ViceTresident 

CONSENTED AND AGREED TO as of 
the date first above wrlttens 

DRAVO CORPORATION, 
as Shipbuilder 

By . 
Lee President 
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February 3, 1981 

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

Subject: Forty (40) 195* x 35* x 13* Semi-Integrated 
Hopper 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 win fumish for your service will be 
constructed Iii accordance with the attached Dravo Drawings Nos. 370776^ 
Rev. 1 and 370798, Rev. 1, and Specification Exhibit No. 1 dated 
December 4, 1980. 

We will fumish the barges as described above for a firm price 
of: 

THREE HUNDRED FIFTY THOUSAND DOLLARS ($350.000.00) 

each. 

Option 1 - To delete roll top covers, we quote a price of: 

SIXTY-ONE THOUSAND DOLLARS ($ 61.000.00) 

each. Decision Is to be made by March 18, 1981. 

The above price Is based upon delivery and acceptance afloat, 
our landing, Neville Island, Pittsburgh, Pennsylvania. Delivery of the 
equipment shall begin between October 19, 1981 and October 26, 1981 and 
complete between Deceniber 23, 1981 and December 29, 1981. 

This proposal Is also subject to the Dravo Standard "Terms and 
Conditions of Sale-Marine Equipment" dated January, 1981, which are on the 
reverse side of this page. "Terns of Payment" are subject to approval by 
Dravo Corporation's Credit Department. 

ENaiNeemNO WORKS DIVISION DRAVO COflPORATION NEVILLE ISLAND PITTS8URSH. PA 15225 412 777-5000 TELEX 866-125 
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TERMS a CONOmoWS OF SALE 

MARINE EQUIPMENT 
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?• 2 & 3 ^ i l . / f * » »*«• V ? * ^ „ * Prapeaad by Diova deaa aet iaeluda aay aUairranee far ladaral, elata er leeai aalaa er laa laaaa, oraaa laeaiatt. «eaa 
taeeae ar Mhar laaaa lum ia . i ioet er h m a i l w raaelad.atad daleralaad la to appUeaUa la Ito poietaaaa ei tto eavipaaat by Ito Buyarer l a t t o d a U m r 
et I to equlpaaat la Ito Buyar by Ora.a.Sueh taaaa atoU to far tto aeeaaat ei £!q>;*i, aad ( taU Ealaid by tto B < m r « ^ ta D i a m 7 ta te « n i ^ ^ 
«e*araa.al mdiai i ly, o i i to law aquiraa. Taaaa payabia by Drava ea ita aal iacaaa. eeaperata tanshlaa, a eaplial ataeb a n la to aaaaidanS u ^ 
elodad i » a Ikia pravlalea. 

1 . POHCE U A X m B : Diova atoU to eaeaaad i a any delay ia paric 
l l iaa, iieeaa, aeetdaaa, quomatlaa laatoiotlaaa, odu ceadltiana, i 
labor a aotariala, a aay olhar elretiaataaea a eauaa toyead Ito eaalral 
I to I t o . ai oeapteliaa a to l l to appraprwtaly aalaaded. B delay ' 
eeata i l laaura aa a diOMt laault ai eoeb dalay< 

ioeturaf'a oparatlaaa. 
B I to aatarlal, wakaaaahlp a eauipowat appaaia aal ta eeoiera la I to eoalmat apaelUeatiaaa a diawia«i, I to Buyar aball lioaedlalali aallfy Dra.a ei 
aaeb aoa^eaiafalty oad aiiecd Ora.a a faaaaaabla epperliially ta datanalaa wtothar a oaa^oaierally oalala. 
Kalariala er oqulpaaat already dallvaiad a to l l aat to rataiaad wllhaat previa* ai daiaela n d wllheal daa aatlea la Oraaa. 

C\ S. MlMtAMTY! Diava wanoala Ibal I to oaalpoaal ta to iumlahad piaauaat ta Ihia ceatnet w i l l oooiano le t to apaelfleatiaaa oad draviaaa. aad w i l l 
to iraa ei dafaela ia aatarial aad wakaaaahip. Shaald aay iailiira la eoalera te lUa wajioaty to dalaated wlUUa lwal«a (12) iiontha boa daUvary oi I to 
eqiapowal. Ora.a eball, upoi aatlileatlaa I tona l aad uaea •otoMaUatlaa that t to aaa>eeaianBlliae a a aat due la aiauaa, eonael eanh nnn^niitiii mil lea 
by Builablii lapair a aplaeeaaat i.a.b. palat ei aoaalaclara. Orova ato l l to «t'>ea a laeaeegbla ii|niwliinll| la laa pert aueh nllaaad nan nnufwl l laa 
toieia aay eenaetiw werfc la uadartekaa. 
ta Ito aaeat eeapeaeale era poiehaaad by Diava Iraa attoia aad laeorperatad lata Ito eqalpaaal iaialahed toieiiiidei. Oiaaa'a laapamlblUty aball to 
l iaU id ta t to guaraataaa a aapreaa wanantloa eatended by t to oaaaiaataaia a luppUaia ei eaah aeapeaeala. 
THE ABOVE WARRANTY B 01 UBU OT ALL VARRANTIES OF MERCHAHTABIUrY. rXTMESS FOR PimPOSE. OR OTHER'BARRANT1ES, EX
PRESS OR IMPLIED eaeapt Ier waraaty a i tlUa aid a«alaat palaat lairiaqaaaat. 
CoiraeUea ei aen-eoaiarBltiaa, la I to eaaaer end i a Ito period ei t iaa pmidad i a abora, abaU oauatltata liiHlllaoal oi a l l ebllipilliaa oi Omva ta I to 

^ Bayar wtottof toaad on eaanaat, tort (Inaludhn aafUqaaea). a eitorwlaa with laopeet ta, or erlala« out ot I to aola ai equlfaeot. 
O • . LBirrATlOW OF L1ABILITT» Diova atoU aet to Uobto ler laaa ei uea, leaa ei prai lU, elalaa oi enateaoca ar iaioiad panlaa, eeal ai i 

equipaent er i a any epaeial, laoiiaat, Ineldontal a eooaaquaalial daaa«ea alaia« eat ei er mlaled ta I to daalga, eaaatnetian, aala, aaa er L , 
eanipaaat htraiahod yorauoat la thia agiaaaaat. Tha leaediaa oi I to Buyar aet lerth urder Aitlela 5 " V a n a t y " a n aaalaaiva aad t to l loMli ly ai 'Dnva 
wiwihar la eantiaat, tort (iaeladlaa aa«ll«aaea|. eodot eoy wanaaty, er oitoawlea ahall to Itotlad ea aet ienh ia ArUola S. 

c 

T. PATEWrai Omva atoU JMaaaily t to Buyar aqalaet any )ad«a*aat ier daaa«ee aad eeata whteh aay to raadaiad ovalaal I to Boya* la aay aoit • — ^ . 1 . - _ii 1 ..£.. . , t - . _ j . . . . . , . . ._, ^ i j , , ^ totauader, unleaa aade ia aeaeidaaaa with 
UieaUaaa iumUhad a dealqaatod by tto Buyn, ia which eaaa dw Buyar e ta l l ladeaaliy Dra«e aqalaat any Jirigaoaal i « 
•ay to randaiad aealaal Dm*o ia aay auil brau«ht oa eeeeual ei I to eUa«ad inblavooanl et eay Uailed Suiaa palaat by aueh 

aeduet a by eueb Baui iala, maiqaa a epeaiileaueaa; provided ttot praapt wrlltea aalie. to fivea la tto party iraa whoa ladaaaiiieatloa ia oauefat ei 
t to briavlaq oi the auil end Itot ea epportuaily to oiwtn aueh party to oetlla a deiend I I oa tto party aay aaa i l l and ttot . . a i y naaaaabl. aaaiaaaea 
ia eattUaa a daiandiaq i l ataU to nadaiad. Nalltor Dravo aar Ito Buya eto l l ia aay event to Uabtola tto olhar i a apaelnl, iadliaat, laeidaalal er ea i -
eequeatlal daaaaaa oriaiaq aal ei er laaulliat irea tatrlaqaaMnt oi palaaa. 

I . DRAWINGS; AU drawiaqa hiiniahad by Drave ta I to Buyer era proaiaary and raaUn Ito eaeluaive prnpati ai Drava aad am la to uaad by I to Buyer 
anty i w uxa pufpae. at eperatiag oad aaiataialav I to equipawat ana oia aat le to uiied ier I to anauiaelaa a duplieata a aiaUlar oqiilpoaiii by ol tom. 

9. WORK WEEKi Tto prtea aad dalivary aal larth ia lUa aqraaowat ooalaaplata Ito paHaiionine oi a l l work under Ihia eanaaaat utlUoia* a warh weak 
oi MVB (31 daya, eight ( » heuia eaah, halldayo aaeaptad. ShauU Buyar cal l ier eny aortlan oi I to weak la to aaeewaUahed uti l laiat a work weak ia 
aaeaaa et that daaiqaatad toreia, Buyar a to l l niaburaa Diova ier naall la« addltaaal eeata with Ito amaat thaioei le to dataraiaed ia aaeerdaaaa 
with Drava'a laquln aeeeuatiaq pneaduia. 

10. t aa iBMEB rUBWaHEP EBWPjjBMT' Bquiaaeal faualahed by Buyar a t o l l t o taalalM to Drava and Dtova atoU to raapaaaiUa ier prawr ia> 
atallaUea. However, it la uadaiataed aad aVMd ttot Drava owkaa aa wairaaty aad ato l l aat to toid laepeaoibla tor Ito equipawat turalehed by Buyar, 
with laapaot ta ita eoaanuetlaa, eapaeily a pefietaaaea. 

I I . CHANeESi Buyar any raqueat-ehaaqoa er altaratioaa ia, dadaetioaa iroa, a additleaa te equipamt toil! uadar IhJa aoraaaeat upon olvia* dua 
aeliee la wriuaq la Drava. fa I to avaal Ihat I to ehaaqa ia aeeepted by Drava, aa aquilabtr odjuatoanl oi t to eentraet priea atoV to aade attar qiviaq 
dua aUoweaea ta raaallina iaereaeaa aad daeieaaaa in Ito aottawted coal ai I to wak end, U any aueh etoaqa eto l l delay Ito eeaplelian ei I to wak , 
Orava etaU to allewad addltioaal llaw ier Ito paiiaiaanea oi I to wak ouiiiewal ta eevar eueh delay. A atataaaai oi Ito aaouat at aay aueh adfuaowat 
oi t to eentraet prlea end any additional t iaa nquifod ahall to aubeiltted le Buyer by Drava aad ahall to appravad by Buyar ia wiiliaiq baiera aay aueh 
ehaaqe la owda. 
Drava loaaivoa t to liqht le n jeet any laquoatod ehoaqa, ellarallaa, deduetlea a cddltlaa i i It aaa to deaeaavated that ether w a k ia pravoaa w i l l to 
edVBcaaly aitacted. 

12. CmZENSHlPi B la a eonduten oi thia aqnaewat Ihat I to Bayer a to l l to evUaaa ot I to Uailed Slatea wilhla I to aoaainq el I to Shtppiaq Aet at 
1 n < aa oaeadod ta lato tule la I to equipawat la to eeaatrnatad harauadar (4* U.S. •';ade 802 eata iorth I to baaia i a eitiaaaahip ier papoeaa al t to Aet 
i a ewporatleaa, partnaiahlpa a aaaaaioUaaa). 
Buyer wamata Ihat I to provlaiaaa at aald Shlppiaq Aat at 1915 aa aaaadod topoalaa naMetiana upon tnaalara oi aoiiae oaulBBaat ta panaaa aat 
eilkaaa oi I to Uailed Slataa ato aay praalaaatloia, orden a nquJalieaa iaaued Itoauadar a n aM vialetad (49 U J . Cade 909, 939). 

13. NON'JUAIV^ " ^ —' ' ' lE f - Walvar hr Drava at a hnoeh ai eoy oi I to lorak- aod eoadlUeaa oi any eoatraei raauUnq ir.aB thia quoratiea or p t » 
poeal a to l l a « to eeaafauad'aa a waiver ef aay elhor bnaeh. 

14. ASSIGNMENT: Subjaot la pr la wrtltaa eooaaal ai Drava, thia aqraaaoat oad tto beiwiite ot eny payaaata aada honuoder aey to aaatowd by 
B u y w i a i d UUa to Iho aquipaeat ead aotarlaU enwriaq iate I to eonaHueUea Ihaiaai' 

owinq at I to date oi aueh tarainallea. 
IS. CANCELLATION CHARGES; U Buyar ato l l ia i l , naqlaei a miuo. lo perfena oa aaaed tonin, a it Buyw atoU taralaata Ihia eoatraet a uoy part 
tora5"flfo:rayjfilteycau!oM ei Draw, I to caitiaet Sr that part • ' » H > » . " » » f t ? * ^ ^ ' ^ . ' ' ^ . S S r a ' . f e ' i j K H ' l ^ S T t o U S * ! ! ^ 
Ul . aa iB i ealoulawd aa I to eua ei eeatt iaeumd by Drave in tto eenalnieUea ol Ito oquipneal aubject ot the bieaeh laaa tto valaa a( tto wak eaa-
plaud m l raoeU, phw oa aaouat oqual le Ian paiemi (1 OKI oi i to adiuaiod oeatraet price oi I to oqulpaonl iavelvad ia t to biaoch. 
Said araioaant oi ehaiqaa ta to paid by Bay« ialrly raproaanta a roaaeaubla laoceat oi oatieipatad actual leea ia Uaht t t I to pretobla ceaw le Drava 
and haa toea a a n d by belh pertiee le h. a leaaawbU aaoidil to eovar oU hora oad eapenaae cauaed by Buyar'a bnaeh. 
t l la uadanleod end eqiaad Itat a l l aatarial procund end wak p.rfann.d up le tto Jaw ei hraueh aad peyaeat.ot cherqea by B-jya la Drave otaU ta-
aaia I to praperty ol Drave aad Buyer e to l l tovo ae r lqhu thenia a Utla ttorate. 
1». eovEwmwe L A W ; Thie aerMownl end el l aaaidawnM mlaiiaq th .n te etaU to de.a.d lo tan bean oaarad iate pumueat la, and otal l to qavanf 
ed byTttoaUtotant lnlawe el I to CeamonwMlth ei Paonaylvonia. 
H , PHAVO ACCEPTANCE; Thia aaemoat ia aubjoct ta aceapwaea by Drava avidoaead by aaeeulloa by oa aulhaiaed Dravo aoaaqar. 

; ; : ) 

I t . EXPIRATION OF OFFER; TlJla oliOT, eubiact la priar aala et t to oquipowat aad/a aaauiaeturtaq perlad quatad haraia, ahaU naaia volM i w 
O lUr tyUOl oelradar daya Irea t to dew heraoi. . . 
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C 
Mr. L. E. Sutton, President 
Dravo Mechling Corporation 
Pittsburgh, Pennsylvania 15222 

Page No. 2 

February 3, 1981 

O 

This letter, and any attachments hereto, constitutes our offer 
to fumish 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. 

The above Information Is Intended to record the entire agreement 
between parties hereto and supercedes any previous communications unless 
expressly referred to herein. 

We thanlc 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. 

Very truly yours, 

DRAVO CORPORATION 
Englneerlngjulorks Division 

LAG/J1d 

Enclosures 

ACCEPTED: DRAVO MECHLING CORP. 

L. A. Greene 
Manager, Marine Sales 

BY: 

T I T L E : 

DATE: 

^ ? . i-Jtt^v 
P r e s i d e n t 

M^rch 26, 1981 

BY: 

TITLE: 

DATE: 

DRAVO CORPORATION 
ACCEPTED: ENGINEERING WORKS DIV. 

Z ^ . -yy^.cLU. 

c 

o 



EXHIBIT 5 to 
SECURITY AGREEMENT 

Bareboat Charter, as 
amended 



. J M : ^ 
MAR 18 1982-10 i j l AM 

MIERSrATE COMMERCE COMMISSION 

AMENDED AND KESTATED 

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 Marcn 18, 1982 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, 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-
10786, or by reference therein to other agreements or instruments 
shall, unless otherwise defined herein, nave the respective 
meanings stated in said scheoule X or such other agreements 
or instruments. 

WHEREAS, the Shipbuilder has entered into the 
Construction Contract with the Charterer providing for the 
construction of forty box hopper barges Hull Nos. 8485 through 
8524 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 anci the Shipowner has purchased the Vessels; 

WHEREAS, in order to assist the financing of such 
purchase, the Shipowner proposes to issue United states 
Government Guoranteed Ship Financing Bonds pursuant to the 
Commitment to Guarantee Obligations, which Obligations win 
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 October 1, 1981, which 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 tne Construction Contract Assignment) on the 
following terms and conditions: 

Section 1. Tt̂ e rharf,er Period. The period Of this 
Charter shall commence 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 December 31, 2003. The period of this Charter 
for any particular Vessel shall commence on the Delivery Date 
thereof after execution and 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); proYlf̂ fidf HQlfiĴ fiT* 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; 
orovjidgd. however, that (1) the total extension of the 
Charter Period by reason of any and all such periods during 
which a Vessel shall be out of service shall not exceed 
180 days, (ii) promptly 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 which the Vessel snail be out of service and the 
extent thereof, (ill) not later than the end of the Charter 
Period, the Charterer may, iipon 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 dally 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-sucn 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. aufcQxdlnaJLlflfl-^nd ftsslanffi&at-of cna££££. 
(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 all 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 purposes of this subordination and of the rights 
herein provided. 

(b) The Charterer hereby specifically consents to ' 
the mortgage, pledge and assignment effected'or to be effected 
by the Mortgage and the Security Agreement and to all the 
security interests contemplated thereby and by the Participation 
Agreement. The Charterer agrees to execute and deliver any 
further consents and acknowledgements with respect to any such 
mortgage, pledge, 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 which the Charterer does or may have aqainst 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(i) hereof during the Charter Period, 
forty-four (44) installments of Basic Charter Hire, payable 
semi-annually in arrears, the first 22 of which shall equal 
5.138184% of Shipowner's Cost for all of the Vessels and the 
remaining 22 of which shall equal 6.280007X of Shipowner's Cost 
for all of the.Vessels, the first such Installment being due 
on June 30t 1982 and subsequent Installments thereof being due 
on each December 31 and June JO thereafter through and Including 
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December 31, 2003. 

In payment of a portion of any payment of Basic Cnarter 
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, which 
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 nay 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 Ooligations in 
satisfaction of any mandatory sinking fund payment. 

(b) Termination Values and Stipulated Loss Values 
are set forth 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. Ail 
payments of Hire shall be free and clear of, and without 
deduction for, or on account of, any and all present or future 
taxes, levies, imposts, deductions or other cnarges whatsoever 
imposed or levied by any governmental or taxing authority 
Wheresoever located. In the event of any failure on the part 
of the Charterer to pay any Supplemental Hire, the Shipowner 
shall have all 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 when aue for ariv 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 demana 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 
subject 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 o t the Shipowner within 15 days of such notice, 
an amount equal to any additional Guarantee Fee which is payable. 
The'Shipowner shall, 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 amounts 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 il:O0 A.M. on the day that Obligations 
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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 tndenture Trustee and the 
Depository on the Charter Hire Payment Date following 
presentation of tnelr 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 Oepository 
Agreement. 

(g) This Charter is a net bareboat charter, and no 
payments to be made by the Charterer under this Charter during 
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 
otherwise, or against the Shipbuilder under tne Construction 
Contract, or against any other party, or for any other reason 
whatsoever, nor shall the Charterer be entitled to retain'any 
interest in or with respect to Basic Charter Hire or any 
Supplemental 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 Cnarter 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 
the 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 reason'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 aefect in, or damage to, or 
loss or destruction of, anv of the Vessels from any cause; the 
requisitioning, seizure or other taking of title or use of any 
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of the Vessels oy any government cr 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 Oepository shall direct in writing to the Charterer 
and the Shipowner. 

(j) The Charterer agrees to pay as Supplemental 
Charter Hire to the Shipowner (1) 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 additional 
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. NQtlce of Hgytg^ae ;̂ nd gharter. 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) ana 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, which 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 for 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 tb 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 for the purposes 
of identification the Charterer or any assignee, subcharterer 
or operator permitted under Section 18 hereof shall have the 
right at its expense to paint the Vessel in its own colors, 
to Install and display its 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 with, Charterer or any such other Person. 

section 5. DlacIaHD££,.at-IilaxxflQ£le5i .Claims llndat 
the Cgnstru^*;*"" contrat̂ t;. (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 

-8-



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 Ot 
DELIVERY OF ANY VESSEL, It being agreed that all such risks, 
as among the Shipowner, 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 
oe 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 title 
by the Shipowner, including any claim for delay in delivery 
of the Vessel. 

(b) Nothing contained herein shall in any way diminish 
or otherwise c:ffect 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 tne 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 Cnarter 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, whatever 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 to 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 under Section 3.04 of the 
Indenture. 

Section b. Title to and q^? Qf ^^^ '^^SS^ls; 
QQeu|per}tay ton °* ^hP Ŷ PŜ ^̂ î NO Liens- (a) 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 whatsoever other than the Mortgage, 
the Charter, and liens permitted by the Mortgage and tne 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 occurred 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; grpvided. 
httWever- 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 Agreement) and the Charterer 
hereby waives any remedies it may have at law or in equity 
against the Shipowner or tne 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. Tne 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 
tne use of such eoulpment, 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, ordinary wear 
and tear and ordinary depreciation excepted. The Charterer 
Shall provide such additional equipment, outfit, appliances, 
tools, spare and replacement parts, non'-consumable stores, etc., 
as shali 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, etc., 
shall remain the property of the Charterer and the Charterer 
Shall remove the same at its expense at or before redelivery 
of the Vessels. Leased equipment may he 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 (1) Shipowner's Liens 

' or Owner Participant's Liens and (11) Mens 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 -jien not excepted above 
if the same shall arise at any time. Except for any Liens 
expressly permitted oy 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 prbmptly 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" ol 
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a "designated foreign country" in the i-oreign 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 win 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 bf 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 
sh«)ll cease to be such a citizen, or shall cease to be so 
qualified, the Charterer shall notify the Shipowner and the 
Se:retary 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. Mal.ntenan^'e. Cert 1 f 1 eatlon. 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 operating 
condition. 
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(o) The Vessels shall be repaired, overhauled, dry-
docked, cleaned and painted by the Charterer at Its expense 
whenever necessary to maintain and 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, wnenever requested on reasonable notice, and 
shall at its expense furnish the Snipowner 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 damage exceeds 350,000 with respect to a Vessel; provided 
that if a security Default has occurred and is continuing the 
Charterer shall give such i.nformation regarding any potential 
liability to the Secretary; provided further that unless such 
Security Default was caused by a failure of the Charterer to 
perform its obligations hereunder the obligation in the precedi:ig 
proviso Shall apply only to Security Defaults of which 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 otner 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 tne Shipowner and the Secretary. The 
Charterer shall furnish two copies of the report of such marine 
surveyor to the Shipowner ano 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. r̂ artei;-p»;'s (;h.̂nae«i and Equipment. (a) 
Except as otherwise specifically permitted hereby, the Charterer 
shall make no structural changes in any of tne 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 equipment it may require 
in addition to that on board tne Vessels on the applicable 
Delivery Date, provided that such installations are accomplished 
at the Charterer's exoense'and risk and provided further that 
such installation shall be readily removable without causing 
material damage to such Vessels. Pumps, gear or equipment so 
installed shall remain the property of the Charterer and the 
Charterer shall 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; prgyidgd. hQWeveri that (1) 
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 assuming such Vessel was then in the condition 
required to be maintained bv tne terms of this Charter and (11) 
all such alterations are readily removable from such Vessel 
without diminishing or impairing the value, utility, capacity 
or operating condition whlc.n such Vessel would have had at such 
time had such alterations nst oeen 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 damage thereto, or, if not capable of being 
so removed, 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 (1) 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 (1) they can be removed in good and workmanlike manner 
with reasonable dispatch and (11) after such removal 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 cbndltion required to be maintained by the terms of this 
Charter. All alterations 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 
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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 otner owner at any time, provided 
that such removal does not damage the Vessel (or any such damage 
is promptly repaired in good and workmanlike manner) and the 
Vessel after sucn 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 purposes hereoJE. 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 tne right to purchase 
any part described in the preceding sentence which is owned' 
by the Charterer at the end oiE the Charter Period for the fair 
market sales value thereof, as determined by agreement of the 
Charterer and the Shipowner or in the absence of such agreement 
by the Appraisal Procedure; prnvtded that the Shipowner has 
given the Charterer notice of its 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 nave 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 behalf of the Shipowner (but at the Charterer's 
sole expense) tb 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 
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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 tne 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 from 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 e}:penses 
incurred by the Shipowner in connection with such snle. Any 
excess of such sales price over such Termination Value snail 
be paid to or retained by the Shipowner. 

Section 9. insurapgq. (a) The Charterer shall, 
without cost to the Shipowner, keep the Vessels insured against 
such risks and in such form (including, without limitation, 
the form of tne loss payable clause and the -designation of named 
assureds in addition tb the Shipowner) as the Secretary may 
specify under the provisions of the Security Agreem^int, provided 
that the amount of hull and machinery insurance as to each vessel 
(plus any permitted deductible) shall in no event ba 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 ot 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 snail 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 purposes 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 under any Insurance on a Vessel with respect to 
protection and indemnity risks may be paid directly to the 
Charterer tb reimburse it for any loss, damage or expense paid 
by it and covered by such insurance or to the Person to whom 
any llaollity covered by such insurance has been insured and 
(II) in the case of any loss (other than a loss covered by clause 
(1) 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 br, 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 to 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 an amount equal to the Stipulated 
Loss Value applicable to such Vessel in accordance with the 
provisions bf 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 
compensation 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; pro^ldfd 
that original policies shall be made available for 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 to this Section 9, specifying and 
stating, in effect, that such insurance complies in all 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, whereby 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 bther 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 Agreement 
• 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. i^tatutory Benefit^. This Charter is 
. not a personal contract. The Shipowner shall have the benefit 
of all limitations of and exemptions from liability accruing 

• to bwners of Vessels by any statute or rule bf law for the time 
being in force, 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; fiCjUEldfidi )UUCfiX&£( 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. f;ompHan«7^ apith Laws. The Charterer 
hereby covenants that: (iJ the Charterer shall comply with 
all applicable laws, reg-ulations, requirements and rules, 
donestlc 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 when (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 tne 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; (11) the Charterer 
shall keep in its offices, as and when 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 cf any instruments or 
the taking of any other action by the Shipowner, the Charterer 
will in a timely manner prepare and submit to the Shipowner 
such instruments and specify in writing ro the Shipowner the 

• action by it so required. 

Section 12. PQngey"^"? qhlpowper. 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 trustee), and contained in this Charter 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 (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 
purpose 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 
3s trustee under the Trust Agreement or in its individual 
:apacity, and The Connecticut Bank and Trust Company (or any 
juch entity actina as such successor trustee) snail not have 
my personal obligation, liability or duty whatsoever to the 
Charterer or any other Person for or with respect to any such 
!)ayment, the performance of or compliance with any statement, 
representation, covenant or agreement made in any such document 
fxcept personal liability for its own gross negligence or willful 
ilsconduct and personal liability for breach of the Bank's 
^onvenants in Section 17 or representations in Section b of 
r.he Participation Agreement. Nothing contained in this Section 
.2 Shall be construed to limit the exercise and enforcement, 
.n accordance with the terms of this Charter and the other 
locuments constituting part of the Security, of the rights and 
remedies of the Charterer against the Security. 

Section 13. Additional Covenants ofj \X\^ Charterer. 
)uring the Charter Period and so long as any amounts are due 
:rom the Charterer under this Charter: 

(a) The Charterer will deliver tb tne 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 stanaing 
selected by the Charterer, all in reasonable detail 
and setting forth in comparative form the corresponding 
figures for the preceding fiscal year; 

(11) 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 tne related consolidated 
statements of income and retained earnings for such 
period, all in reasonable detail and setting forth 
in comparative form the corresponding figures for 
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 Shipowner 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 reasbnably 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, where the 
Shipowner is required to file, prepare and deliver (or 
cause to be prepared and delivered) to the Shipowner within 
a reasonable time pribr to the date for filing any reports, 
certificates, applications, licenses, notices, consents, 
bonds, agreements, requests, orders or any other instruments 

-21-



or documents with respect to tne Vessels, this Charter 
or any of the transactions contemplated hereby wnlch 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 tax reports and returns 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,'whichever is applicable 
pursuant to the terms thereof, of Exhibit 1 to the 
Restricted Title XI Reserve Fund and Financial Agreement 
or the Title XI Reserve Fund and Financial Agreement 
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 
Secretary were named as an Indemnitee under Sections 10 
and 12'and under Section 17, respectively, of the 
Participation Agreement. 

(a) upon the occurrence of an Event of Loss with 
espect to a Vessel, the Charterer shall forthwith (and in any 
rvent within fifteen days after such occurrence) give the 
.-hipowner and the Secretary written notice of such Event of 
3ss specifying a-date nbt more than 75 days after the date 

c t the occurrence of the Event of Loss, and not less than 50 
lays after the date such notice is given by the Charterer, on 
hich the Charterer will make the payment specified in the 
-3llowing paragraph (which date is herein called the "Loss 
.-ayment Date"). Promptly after receipt of such notice, the 
hipowner shall (1) give tb the Indenture Trustee written 
.nstructlons to redeem Outstanding Ooligations on the Loss 
ayment Date pursuant to Section 3.05 of Exhibit 1 to the 
.hdenture and (11) take such actions as shall from time to time 
;3 reasonably requested by the Charterer to cause the Secretary 
3 give to the Indenture Trustee the written instructions to 

S3 redeem Outstanding Obligations as contemplated by said Section 
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.05. The Charterer shall continue to pay Basic Charter Hire 
ten due on any Charter Hire Payment Date occurring during the 
3riod from and including the occurrence of the event giving 
Ise to the Event of Loss to and including the Loss Payment 
ate. 

The Charterer shall pay to the Shipowner on the Loss 
ayment Date an amount equal to the sum of (a) the stipulated 
3SS Value for such Vessel'determined as of the Charter Hire 
ayment Date on or immediately preceding the Loss Payment Date, 
lus (b) interest, at the rate of interest on the Obligations, 
^ the amount specified in clause (a) of this paragraph for 
ne period from such Charter Hire Payment Date to and including 
-te Loss Payment Date plus (c) all other Hire (including, without 
imitation, Basic Charter Hire due through the Charter Hire 
ayment Date bn or immediately preceding the Loss Payment Date) 
je on or'prior to the Loss Payment Date. In the event of 
ayment in full of such Stipulated Loss Value and all other 
ire then due hereunder, the obligation of the Charterer to 
ay Basic Charter Hire hereunder with respect to such Vessel 
fter such Loss Payment Date shall terminate, provided that 
ie Charterer shall remain liable for all payments of Hire for 
jch Vessel due bn or before the date of such payment of 
tipulated Loss Value. 

(b) [0mitt3d.] 

(c) Subject to Section 2.09 of Exhibit 1 to the 
acurity Agreement, payments received at any time by the 
lipowner or by the Charterer from any governmental authority 
r other Person with respect to an Event of Loss or Cover 
asualty resulting from the condemnation, confiscation, theft 
r seizure of, or requistion of title to or use of a Vessel 
r a Cover will be applied to reimburse the Shipowner for costs 
Id expenses incurred in connection therewith and then to pay 
te Shipowner so much of such payments remaining as shall not 
Kceed the Stipulated Loss Value required to be paid by the 
larterer in connection therewith in reduction of the Charterer's 
sligation to pay such Stipulated Loss Value, if not already 
aid by the Charterer, or, if already paid by the Charterer, 
tail be applied to reimburse the Charterer for its payment 
f such Stipulated Loss value, or, if such payments are in 
aspect of a Cover which has been replaced by the Charterer 
jrsuant to the first paragraph of section 28 hereof, shall 
a applied to reimburse the Charterer for its costs of 
aplacement, and the balance, if any, of such payments remaining 
lereafter will be paid over to, or retained by, the Shipowner. 

(d) In the event of the requisition for use oy the 
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ilted States or any instrumentality or agency thereof (for 
jrposes of this Section I4(d} called the "Government") or by 
~ny other governmental authority of a Vessel, the Charterer 
nail promptly notify the Shipowner and the Secretary of such 
aquisltion, and all of the Charterer's obligations under this 
narter with respect to said Vessel shall continue to the same 
xtent as if such requisition had not occurred; ofoyH^*^ that 
t such requisition is by such other governmental authority 
~nd is for a period in excess of 180 days or is by the Government 
r such other governmental authority and continues beyond the 
armination of the Charter Period an Event of Loss shall be 
.aemed to occur on the 18lst day after such requisition or on 
ne last day of the Charter Period, as the case may be. . All 
ayments received by the Shipowner or the Charterer from the 
. overnment for the use of said Vessel shall be paid over to, 
r retained by, the Charterer. Notwithstanding the preceding 
antence, if a requisition of use results in an Event of Loss, 
jch payments shall be disbursed as provided in Section 14(c) 
areof. 

(e) Any amount referred to in Section 14(c) or i4(d) 
areof which is payable to the Charterer, shall not be paid 
3 the Charterer if at the time of such payment an Event of 
afault shall have occurred and be continuing, but shall be 
aid by the Shipowner for the account of the Charterer in a 
agregated interest-bearing account with a banking institution 
alected by the Shipowner without any duty to maximize the return 
nereon and, if the Shipowner declares this Charter to be in 
afault pursuant to Section 19 hereof, such amount shall be 
'spiled (together with any such interest) against the Charterer's 
-aligations hereunder as and wnen due. At such time as there 
nail not be continuing any such Event of Default such amount 
nail be paid to the Charterer to the extent not previously 
-pplied in accordance with the preceding sentence. 

Section 15. M9^^q^°q "̂*̂  ̂ ggupltv Agreement. The 
harterer agrees that it will not take any action under this 
narter or otherwise wnlch would viplate, or cause the Shipowner 
.0 violate, any of the provisions of the Mortgage or the Security 
greement and will request that the Shipowner effect any actions 
hich, in the opinion of tne Charterer, are necessary in order 
0 establish and maintain the Mortgage as a preferred mortgage 
<.nder the Ship Mortgage Act, 1920, as amended. The Shipowner 
-.grees to effect the reasonable actions so requested and may 
ely on an opinion of counsel for the Charterer in so doing. 
.he Charterer further agrees to perform all of the covenants 
f the Shipowner set fbrth in the Mortgage or the Security 
greement to the extent such covenants are by their nature 
.apable of being performed by the Charterer. Upon request of 
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he Charterer the Shipowner agrees to take all reasonable steps 
0 release from the liens of the Security Agreement and the 
ortgage any Vessel or Cover removed from this Charter pursuant 
o Section 8, 14, 17, or 28 hereof. 

Section 16. Redelivery, (a) Except to the extent 
hat the Charterer has been relieved of the obligation by the 
ccurrence of an Event of Loss or the provisions of Section 
7 hereof with respect to one or more of the vessels, the 
harterer at its own expense shall redeliver (with 30 days 
ritten notice of the time of redelivery) each of the vessels 
o the Shipowner at the expiration of the Charter Period and 
he extension period, if any, provided for in this Section 16, 
-t such port or ports on the Mississippi River in the New Orleans 
r Baton Rouge area as the Shipowner may designate not less 
han 30 days prior to the expiration of the Charter Period or 
extension'period, as the case may be, or in the absence of such 
esignation as the Charterer may elect, in such good order and 
..ondltlon as when delivered hereunder and in the condition 
equlred by Section 7(a) hereof except for depreciation and 
rdinary wear and tear as might reasonably be expected for 
vessels of similar age, class, and design engaging in operations 
.ormal to the Charterer's Industry. Corrosive wear resulting 
rom and directly attributable to the transportation of corrosive 
aterial, as defined in 49 C.F.R. {»173.240 and itemized in 49 
•F.R. ^172.101 (as said regulations may be amended from time 
o time) shall not be considered ordinary wear and tear for 
urpose's of the preceding sentence and Sectibn 7(a) hereof 
(although this provision shall not prohibit the Charterer from 
sing the Vessel to carry corrosive materials). The Vessels 
hall be redelivered charter free, cargo free, with no 
nfulfilled requirements of any governmental agency or department 
avlng jurisdiction in the premises, and free and clear of all 
lens, except for any Shipowner's Liens or Owner Participant's 
lens. 

(b) This Charter shall be extended, at a dally charter 
ire rate equal to the quotient of (1) the amount of Basic 
harter Hire of the Vessel or Vessels not redelivered and due 
-or the period ending on the preceding Charter Hire Payment 
ate divided by (11) 180, or pro rata for'periods less than 
- day, for the duration of any voyage in progress at the time 
f expiration of the Charter Period and for such additional 
eriod as shall reasonably be required to effect redelivery, 
urlng such extension period, if any, all of the obligations 
f the Charterer under this Charter in respect of the Charter 
eriod (other than the payment of Basic Cnarter Hire which shall 
le payable as set forth above) shall continue in respect of 
uch extension period. 
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(c) The Charterer snail permit access to the Vessels 
It all reasonable times during the last six months ot the Charter 
'eriod to the Shipowner or the Owner Participant and to persons 
iesignated by the Shipowner or the Owner Participant in 
:onnectlon with any prospective sale or charter of the Vessels 
)y the Shipowner, and shall permit the superficial inspection 
>f the Vessels by such persons; prgy^c^gd. hn"ev«̂ r- that the 
ixercise of such rights shall in no way unreasonably Interfere 
lith the use by the Charterer of the Vessels. 

(d) Upon the redelivery of each Vessel, the Charterer 
/ill make such Vessel available to the Shipowner at the port 
)f redelivery for inspection by the Owner Participant. The 
:harterer, at its expense, will fully correct and repair any 
:ondltion disclosed by such inspection to the extent necessary 
:o cause such Vessel to comply with the terms of Section 7(a} 
ind 16(a) hereof. In the event the Owner Participant and the 
Zharterer do not agree on the nature of the corrections or 
'epairs to he made, an independent marine surveyor reasonably 
satisfactory to the Owner Participant and the Charterer shall 
je selected who shall make such determination. Sucn 
letermination shall be final and binding on the parties hereto. 
Che Charterer and the Owner Participant shall equally share 
:he costs and expenses of such surveyor. 

(e) Upon redelivery of each Vessel hereunder* the 
Zharterer will provide storage for such Vessel at a location 
)n the Mississippi River in the New Orleans or Baton Rouge area 
selected in the sole discretion of the Charterer, without cbst 
:o the Shipowner or the Owner Participant, for a period of forty-
Eive (45) days from (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 oe 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 
3r the Owner Participant insists on redelivery pursuant to 
Section 16(a) hereof at any other location, the Charterer shall 
nave 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 
hawe 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. T^^ Cĥ i;'terer'g Option tnTe''"'^"ate upon 
Vessel Begomlna Ohsolete er Surplus. Notwithstanding any 
provision herein contained to the 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 bf 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 oh 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 Date 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 
ppoportlonate 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 tne.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 wno shall have submitted 
the highest bid prior to the Termination Date unless tne 
Charterer shall have rejected such bid, provided that any 
purchaser shall nbt 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 Charterer shall pay to tne 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 tne 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 amounts above described, the obligations of 
ttje 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 obligations of the Shipowner and the Charterer 
hereunder with respect to such Vessel shall terminate except 
for those obligations which by their terms survive termination 
of the Charter Period. The Shipowner shall not be under any 
duty to solicit bids, to inquire irto 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 tne 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 !\n(i Subghai^terg. 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, witn the prior written consent of the 
snipowner 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 tne 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 of 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 snail not cause the 
Shipowner to sell or transfer any Vessel or title thereto to 
the Charterer or to any other Person pursuant to any provision 
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. Eyentig .Qt ng^auif,. 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 same shall become due and payable and such failure 
shall continue until the earlier bf (1) 10 days after 
written notice thereof by the Shipowner or the Secretary 
to the Charterer, (11) 30 days after the failure to make 
such payment or (iil) the giving of a Secretary's Notice 
to the Indenture Trustee by the Secretary with respect 
to such failure; or 

(b) Charterer shall fall 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 (1) 5 days after the 
failure to make any payment or (11) 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 respect 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 (1) 10 days 
after written notice of such failure by tne Shipowner or 
(11) 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 oe 
performed or observed by it hereunder or under the 
Participation Agreement and such failure shall not have 
been remedied within the earlier of (1) 30 days after 
written notice of sucn failure from the Shipowner or the 
Secretary or (11) 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 
herewith or therewith or pursuant hereto or tnereto 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 transactibns contemplated by the 
Participation Agreement and sucn condition shall continue 
unremedied for the lesser of (1) 30 days after written 
notice thereof from the Secretary or the Shipowner to the 
Charterer specifying the default and demanding that the 
same be remedied or (11) 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 snail cease paying br 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 witnin 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 
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remedied within the earlier of (1) 30 days after written 
notice from the Secretary to the Charterer or (11) the 
giving of a Secretary's Notice to the Indenture Trustee 
by the Secretary with respect to such failure. 

Section 20. AC^iMn FQ̂ ^̂ QŴ ĥ" Evg"t of default. If 
any Event of Default specified in Section 19 shall have occurred 
and shall not have been remedied 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 tne 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 snail 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 hot the Shipowner shall have made such 
a request, the Shipowner may enter upon and take possession 
of the Vessels, wherever fbond, whether underway or in any port, 
harbor or other place, without prior demand and without legal 
process, and for that perpose 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 expehse of the Charterer; and thenceforth 
the Shioowner 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 wnlch under 
the terms of this Charter may then be due and also recover 
forthwith from the Charterer (1) as liquidated damages for loss 
of the bargain and not as a penalty, an amount equal to the 
stipulated Loss Value applicable to the Charter Hire Payment 
Date coinciding with or immediately 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 tne expense of the 
Charterer, in accordance with the Appraisal Procedure set forth 
in Section 21(b) hereof); proviHed. hoyney^r. that the fair market 
sales value shall be zero if the Shipowner is unable to recover 
possession of the Vessels in accordance with tne terms of this 
Section 20(b); orpvtded further. tUUtfî UXt 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; (11) interest on the stipulated 
Loss Value aforesaid from such Charter Hire Payment Date to 
the date of payment at the Default Rate; (111) 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, which 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 
(1) of this Section 20(b)). To the extent that liquidated 
damages under the clause (1) aoove 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 computing 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 (whether for a period greater or less than the balance 
of what would have been the Charter Period in the absence of 
the termination'of the rights bf 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, ana 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 br 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 tne 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 Snipowner's damages as set 
forth In this section or which might limit or modify the remedies 
herein provided. 

The failure of the Snipowner to exercise its rights 
granted it hereunder, or tne 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 tne 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. Benfiaal,fll«£lidrtftr upon gXBlratlan. -
(a) The Charterer shall have the right, exercisable 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 for a period of two years at a charter rate payable 
semi-annually in arrears which snail 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 ranaom basis which 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 tnls 
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 hereto 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 snail 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 )f such terms contained herein and within 40 days 
of the qivlnij of such notice. If only one appraiser shall have 
been so appointed within 15 days of tne 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 bf the giving of such notice, then the determination of 
such appraiser snail be final 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 bareooat 
charter hire or both, as the case may be, of the Vessel or 
Vessels Shall be an amount equal to 5QX of the sum of the amounts 
so determined. If the difference between the amounts so 
determined shall exceed lOX of the lesser of such amounts, or 
if neither appraiser shall have made a determination within 
40 days of the giving of notice tnen 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 aopraiser 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 tne 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 50X 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 mar.ket 
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 snail 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 
2i(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. IifiUcfi&. All notices and other 
communications hereunder shall be mailed postage prepaid by 
certified mail, 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 Snipowner nereunder 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. iJlscellaneQUS- (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 whlcn 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 Day. 

(f) Any payment not made by the Charterer to the 
Shipowner when due as provided in this Charter shall bear 
interest from 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 
Agreement, 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 
agreement, 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. Sfî tfiiafal̂ ^̂ v̂i Effect̂  apd ̂ Q̂dtt̂ qatlpi;̂  
aJL.C&a£lfi£. 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 tne 
Secretary. 

section 25. &ale*,Cflnafllldat,tflDAJi££flfir, or Ct>aafl& 
fl£.IlUlllfi. (a) Without tne prior written consent of the Shipowner 
and the Secretary, the Charterer win 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. tuuuLJUX* that no such consent of the Shipowner or 
the Secretary shall be required in the event of any consolidation 
or merger if (1) the Charterer is the corporation'surviving 
such consolidation or merger, (11) 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 
t,o 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, merger 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 same effect as if it had been named 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. EfljL£Qj:fflaDce-fll.,QbllflalQns to-the-Secretajat. 
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 dbcument, 
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 reao 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. nefinitions. 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 "nfiX£fll"f "tlfi£fila"« "hereby". 
"ilSXfilfi"* "hereunder", and "fiAifiJtLtJa" refer to this Charter; 

(3) Capitalized terms used herein which are 
not defined 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. CQver.̂ â̂ "̂ !*''̂ - 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 Cover Casualty, cause to be duly conveyed to the 
Shipowner as 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, assuming 
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 (11) 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 tne 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 Cover 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-. Promptly after receipt of such 
notice, the Shipowner shall (1) 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 
3.05. The Charterer shall continue to pay Basic Charter Hire 
when due on each Charter Hire Payment Date occurring during 
the period from 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 amount speciflea in the immediately preceding clause 
(a) for the period from such Cnarter Hire Payment Date to and 
including the Loss Payment Date olus (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 amount 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 sucn Cover shall thereupon cease to be a Cover chartered 
hereunder. 

IN WITNESS WHEREOF, the Charterer and the Shipowner 
have executed this Charter the day and year £lrst above written. 

DRAVO MECHLING CORPORATION 

By: », 
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 
trustejsOas aforesaid 

One Constltutrion 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 PURSUANT THERETO BETWEEN THE SHIPOWNER AND THE SECRETARY. 
rO THE EXTENT THAT SUCH CHARTER MAY BE DEEMED TO CONSTITUTE 
"CHATTEL PAPER" UNDER THE UNIFORM COMMERCIAL CODE Or' ANK 
JURISDICTION, NO SECURITY INTEREST MAY BE OBTAINED IN SUCH 
CHARTER EXCEPT BY POSSESSION OF THE COUNTERPART THEREOF DENOTED 
"COUNTERPART NO. 1". 
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STATE OF NEW YORK ) 
) SS.: 

:UUNTY OF NEW YORK ) 

On this 18th day of March, 1982, before me personally 
appeared w. J. Mollenauer, to me personally known, who, being 
3y me duly sworn, says that he is a Vice President of DRAVO 
MECHLING CORPORATION, that said instrument was signed on behalf 
3f said Corporation by authority of its Board of Directors and 
ne acknowledged that the execution of the foregoing instrument 
«as the free act and deed of said Corporation. 

Notary Publ 
BORnUt WfiENM 

(Notarial Seal! I IBIB» PnWIe, state of New Yor* 
t n w b a t x a j . Q c a x j Ho. 31-46M597 

Qnfflad In Nm Yoik OoiaQr 
4 y C o m m i s s i o n e x p i r e s Ommisslon Cxpltes Maieh aô  M K ? 

STATE OF NEW YORK ) 
) SS : 

ZOUNTY OF NEW YORK ) 

On this 18th day of March, 1982, before me personally 
appeared Michael J. Rlster, to me personally known, who* being 
ay me duly sworn, says tnat he is an Assistant Vice President 
3f THE CONNECTICUT BANK AND TRUST COMPANY, that said instrument 
«as signed on behalf of said Corporation by authority of its 
3oard of Directors and he acknowledged that tne execution of 
:he foregoing Instrument was the free act and deed of said 
:orporation. 

[Notarial Seal] |gmMih«ikiarilw«M 
We. 31-4e8«»7 

ly Commission e^'9^xe^JSSSitiSmM£!S%Zs 
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to 

Bareboat Charter 



CHARTER SUPPLEMENT NO. 

THIS CHARTER SUPPLEMENT NO. , dated , 198_, 

.0 Bareboat Charter dated as of October 1, 1981 (the "Charter") 

letween DRAVO MECHLING CORPORATION (the "Charterer") and THE 

.rONNECTICUT BANK AND TRUST COMPANY, not in its individual 

.rapacity but solely as owner trustee under the Trust Agreeement 

lated as of October 1, 1981 between it and New England Merchants 

•easing Corporation B-7 (in its capacity as such owner trustee, 

.he "Shipowner"). 

WITNESSETH: 

WHEREAS, the Charter provides for the execution and 

lelivery 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 

.ther good and sufficient consideration, the Shipowner and the 

:harterer 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 nereby confirms that it has 

unconditionally accepted and hired from the Shipowner under 

the Charter, for all purposes tnereof the following numbered 



• 
Vessel(s) (the "delivered Vessel(s)") with the Official 

Number and designation by the Charterer as follows: 

a&as. M U HSU Otllclfll 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 'Nuinber Inclpt^tn" COV^^ 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. 

IN WITNESS WHEREOF, the Shipowner and the Charterer 
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ave caused this Charter Supplement to be duly executed as of 

he day and year first aoove 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 [N 
NO TO THE ABOVE CHARTER SUPPLEMENT AND ALL HIRE DERIVED 
HEREFROM ARE SUBJECT TO A SECURITY INTEREST IN FAVOR OF THE 
ENDER NAMED THEREIN IN ACCORDANCE WITH THE PROVISIONS OF A 
ECURITY AGREEMENT BETWEEN THE SHIPOWNER AND SAID LENDER AS 
ECURED PARTY. TO THE EXTENT THAT SUCH CHARTER SUPPLEMENT MAY 
E DEEMED TO CONSTITUTE "CHATTEL PAPER" UNDER THE UNIFORM 
3MMERCIAL CODE OF ANY JURISDICTION, NO SECURITY INTEREST MAY 
E OBTAINED IN SUCH CHARTER SUPPLEMENT EXCEPT BY POSSESSION 
F THE COUNTERPART THEREOF DENOTED "COUNTERPART NO. 1". 
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OMMONWEALTH OF PENNSYLVANIA ) 
) SS.: 

OUNTY OF ALLEGHENY ) 

On this «__« day of . 198_, before me 
ersonally appeared • to me personally known, who, 
eing by me duly sworn, says that he is a «««.^__«__ of DRAVO 
ECHLING CORPORATION, that one of the seals affixed to the 
-oregoing instrument is the corporate seal of said Corporation, 
hat said instrument was signed and sealed on behalf of said 
orporatlon by authority of its Board of Directors and he 
-cknowledged that the execution of the foregoing instrument 
'as the free act and deed of said Corporation. 

Notary Public 

iNotarial Seal] 

y Commission expires 

OMMONWEALTH OF PENNSYLVANIA ) 
) SS.: 

OUNTY UF ALLEGHENY ) 

on this day of . 198., before me personally 
-ppeared . to me personally Known, who, being by me 
uly sworn, says that he is a ........«_ of THE CONNECTICUT 
ANK AND TRUST COMPANY, that one of the seals affixed to the 
oregoing Instrument is the corporate seal of said Corporation, 
hat said Instrument was signed and sealed on oehalf of said 
orporatlon by authority of its Board of Directors and he 
•=knowledged that the execution of the foregoing instrument 
as the free act and deed of said Corporation. 

Notary Public 

Notarial seall 

y Commission expires 



i ••• 

narter 1 Hire 
â afiin Date 

ecember 
une 30, 
ecember 
une 30, 
ecember 
une 30,: 
ecember 
une 30, 
ecember 
une 30, 
ecember 
une 30, 
ecember 
une 30, 
ecember 
une 30, 
ecember 
une 30, 
ecember 
une 30, 
ecember 
une 30, 
ecember 
une 30, 
ecember 
une 30, 
ecember 
une 30, 

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 

&ilfiuiaifi£t.Lfi5£.̂ ,aliifi& 

^ncj 

l&ziaiJOi&Liaa.Mlii&& 

stipulated Loss 
Jtflmfi-£ercfiflJLaa&t*t 

• • 

103.325282 
106.596307 
109.633127 
108.327905 
109.888157 
111.134653 
111.912445 
112.235473 
112.122772 
111.648874 
111.108461 
110.547766 
109.969114 
109.366133 
108.741379 
108.093078 
107.419321 
106.713552 
105.983583 
105.218042 
104.425068 
103.593158 
'102.726186 
101.046012 
98.980134 
96.330263 
93.595502 
90.760433 

Schedule Two 
to 

Bareboat Charter 

Termination 
Value 
Percentaflft* 

101.267115 
104.496253 
107.490721 
106.844420 
108.374754 
109.590729 
110.337383 
110.678647 
110.483541 
109.976584 
109.402445 
108.807343 
108.193591 
107.554803 
106.893519 
106.207951 
105.496176 
104.751622 
103.982086 
103.176181 
102.342027 
101.468108 
100.558280 
98.282702 
95.656038 
92.939̂ 128 
90.135977 
87.231139 

After payment of all other Hire due and payable on the 
applicable Charter Hire Payment Date. 



u 

ecember 
une 30, 
ecember 
une 30, 
ecember 
une 30, 
ecember 
une 30, 
ecember 
une 30, 
ecember 
une 30, 
ecember 
une iO, 
ecember 
une 30, 
ecember 

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 

87.829978 
84.788348 
81.641493 
78.373196 
75.039443 
71.570908 
67.958669 
64.182004 
60.240945 
56.137951 
51.896842 
47.507831 
43.036814 
38.423316 
33.744241 
29.101705 
25.000000 

84.229506 
81.115265 
77.894333 
74.550466 
71.139618 
67.592433 
63.899959 
60.041440 
56.016877 
51.828694 
47.500679 
43.023008 
38.461544 
33.755775 
28.982567 
24.244001 
20.000000 
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AMENDMENT NO. 1 TO 
AMENDED AND RESTATED BAREBOAT CHARTER 

Tills 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 Banlc ("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 $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 subsequent 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 hereiby 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 
W I 

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: 
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 

BY: 
Assistant Vice President 

One Constitution Plaza 
Hartford, Connecticut 06115 

Attention: Corporate Trust Department 



COMMONWEALTH OF PENNSYLVANIA ). 
) SS.: 

COUNTY OF ALLEGHENY ) 

On this day of , 198__, before 
me personally appeared , to "me per
sonally 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 "*« 

STATE OF ) 
) ss.: 

COUNTY OF ) 

On this day of '___, 1982_, before 
me personally appeared , to me personally 
known, who, 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 signeS' 
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 
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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 
Junei 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 Values 

and 

Termination Values 

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 
38.95832.5 
34.204138 
29.502154 
25.000000 

Schedule Two 
to 

Bareboat Charter 

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 

. 76.071992 
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 pavment of all other Hire due and payable on the applicable 



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"). v 

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, Dpavo paid interim charter hire in the £unount 

of $142,605.95, which aunount equa^d 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 aimount 

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 aunount 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 subsequent 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 eunended 

by (i) deleting "5.122930%" from line 6 and inserting "5.271196%' 

in lieu thereof, and (ii) deleting "6.261353%" from line 7 
Ir. 

and inserting "6.442567%" in lieu thereof. 

2. Schedule Two to the Charter is hereby eunended 

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 eunended, 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: 
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 

B Y J 
Assistant Vice President 

One Constitution Plaza 
Hartford, Connecticut 06115 

Attention: Corporate Trust Department 



COMMONWEALTH O? PENNSYLVANIA ) 
) SS I 

COUNTY OF ALLEGHENY . ) 

On this day of , 198__, before 
me personally appeared , to "me per
sonally 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! 

STATE OF ) 
) ss.: 

COUNTY OF ) 

On this day of ;__, 1982_, before 
me personally appeared , to me personally 
known, who, 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 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. 

Notary Public 

[Notarial Seal] 

My Commission expires 
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Cheurter 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 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 
39.674062 
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. 2 TO 
AMENDED AND RESTATED BAREBOAT CHARTER (NM-2) 

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 ji not in its individual capacity but solely as owner 
trustee (the "Shipowner'') under the Trust Agreement, dated as of 
October 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 2 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 aclcnowledged, 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 1 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 number "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 subseguent sections). 
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(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(i) 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: 
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(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 Iiondon 
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. 
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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 Pairticipant, respectively, of 
written notice by such insurers of such cancellation, 
lapse, reduction or material change, and 

(iv) provide that there shall be no recourse 
against 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 Icnown 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 
Icnown 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 haye 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 furnish 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 indeianify 
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." 

(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 
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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-2) 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-2) 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-2) 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 Amended and 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 twenty barges named DM 
2801 through DM 2820. 

"Second Preferred Fleet Mortgage" means the Second 
Preferred Fleet Mortgage dated the Note Closing Date from the 
Charterer to the Owner Trustee, relating to twenty barges named 
DM 2801 through DM 2820, 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) Stoclcholders' Equity. The Charterer shall at all 
times maintain a Stocldiolders' Ec[uity equal to not less than Ten 
Million Dollars ($10,000,000). 

(b) Working Capital. The Charterer shall at all times 
maintain Working Capital equal to not less than One Dollar ($1). 

(c) Total Consolidated Indebtedness to Stoclcholders' 
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, charter, 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 terms 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 s\ibsidiaries 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 of all 
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 sxibsidiary 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 terms of such 
Indebtedness. 

"Distribution" shall mean and include, with respect to 
the Charterer or any subsidiary of the Charterer, (i) the 

-13-



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 tbe 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 laade 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, 
including 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. 

"Stoclcholders' 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 th^ 
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 

-16-



accounting principles consistently applied, and 
present fairly, accurately and completely the 
results of operations and financial condition of the 
Charterer and its stibsidiaries 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 instrument. 

-17-



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 
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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 
Pavment 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 

Stipulated Loss Values 
and 

Termination Values, 

Stipulated Loss 
Value Percentage* 

108.785579 
107.384.041 
106.848515 
105.455477 
103.934583 
102.355957 
100.728259 
99.039189 
97.297283 
94.321384 
91.246742 
88.058823 
84.766713 
81.353824 
77.828987 
74.175349 
70.401467 
66.490205 
62.449827 
58.262897 
53.952055 
49.572662 
45.031248 
40.321848 
35.438282 
30.374140 
24.999603 

Schedule Two 
to 

Bareboat Charter 

Termination 
Value 

Percentage* 

107.358754 
105.907644 
105.298299 
103.827750 
102.225469 
100.561388 
98.843962 
97.060677 
95.219845 
92.140074 
88.956366 
85.653929 
82.241573 
78.702428 
75.045021 
71.252185 
67.332144 
63.267416 
59.065899 
54.709772 
50.221274 
45.655342 
40.918062 
36.003004 
30.903495 
25.612614 
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 



C-

PAieriCIPATION AGREEMENT 

da ted a s o f 

October 1, 1981 

among 

DRAVO MECHLING CORPORATION, 

Charterer, 

NEW ENGLAND MERCHANTS LEASING CORPORATION B-7, 

Owner Participant, 

THE CONNECTICITT BANK AND TRUST CCMFANY, 
in its individual capacity and aa owner trustee, 

L' Shipowner 

auid 

PITTSBURGH NATIONAL BANK, 

L. Lender 

40 Box Hopper Barges 
C With Boll Top Covers 

Hull Nbs. 8485 through 8524 

G 



% » 
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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 Slilpowner; 
Acceptance of Vessels 5 

4. Representations and Warranties 
of the Charterer 5 

5. Representations and Warranties 
of the Owner Participant 9 

6. Representations and Warranties 
of the Shipowner » 11 

^ 7. Representations and Warranties of the 
Lender 13 

8. Conditions to the Gbligations of the 
Owner Participant and the Lender 14 

9. Conditiona to tha Gbligations of the 
Charterer 25 

10. General Tax Indemnity 26 

' 11. Special Income Tax Indemnity.. 31 

12. General Indemnity 39 

13. Notices 42 

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 Liena 43 

Concerning the Owner Participant and 

the Shipowner 44 

Refinancing 45 

Citizenablp of the Parties. 46 

Employee Retirement Income Security 

Act Of 1974 47 

T'ranafer of Owner Participant' a Intereata 47 

Change in Hire Factora 49 

Miscellaneoua 52 

Conatruction Contract Aaaigonent 
Security Agreement 
Flrat Preferred Fleet.Mortgage 
Bareboat Charter 
Guaranty 
Gonaent of Shipbuilder 
Fozm of Certificatea of Shipowner'a Coat 
Truat Agreement 
Def initio na 
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Thia PARTICIPATION AGREEMENT, dated aa of October 1, 
1981, among DRAVO MECHLING CORPORATION, a Delaware corporation 
(the "Charterer"), NEW ENGLAND MERCHANTS LEASING CORPORATION 
B-7, a Maaaachuaetta corporation (the "Owner Participant"), 
TBE CONNECT ICITT BANK AND TRUST COMPANY, a Connecticut banking 
corporation, in ita individual capacity for purpoaea of Sectiona 
6, 17 and 18(b) hereof (the "Bank"), and otherwiae solely aa 
owner truatee under the Truat Agreement, dated aa of tlie date 
hereof, between it and the Owner Participant (in ita capacity 
aa owner truatee, the "Shipowner") and PITTSBURGH NATIONAL BANK, 
a national banking aasoclation (the "Lender"). 

PRELIMINARY STATEMENT 

L.. 

A. Aa provided in Sec t ion 1 hereof , t h e c a p i t a l i z e d 
t e r a a uaed h e r e i n which a r e def ined i n Schedule X h e r e t o o r 
by r e f e r e n c e t laerein to o t h e r agreeimenta o r i n a t r u n e n t a a h a l l , 
un leaa o therwiae def ined h e r e i n , have t h e r e a p e c t i v e meaninga 
a t a t e d i n Schedule X o r auch o t h e r agreementa o r i n a t r u n e n t a . 

B. The C h a r t e r e r haa e n t e r e d i n t o t h e Cona t ruc t ion 
Con t rac t w i th t h e Sh ipbu i lde r provid ing for tlM c o n a t r u c t i o n 
o f t h e Veaaela ; 

C. The Cha r t e r e r w i l l aaa ign t o t h e Shipowner i t a 
r i g h t a under the Cona t ruc t ion Con t rac t purauan t t o t h e 
Cona t ruc t ion Con t rac t Aaaignment s u b a t a n t i a l l y i n t h e fiozm of 
E x h i b i t A h e r e t o ; 

D. The Shipowner w i l l purchaae the Veaaela i n 
accordance wi th t h e terma hereof and of the Conat ruc t ion Cont rac t 
and the Conat ruc t ion Cont rac t Aaaignment, «Axich purchaae w i l l 
be financed i n p a r t by an inveatment o r inveatmenta by t h e Owner 
P a r t i c i p a n t and in p a r t by a loan o r loana from t h e Lender which 
w i l l be evidenced by one o r more Secured Notea, which Secured 
Notea w i l l be aecured by the S e c u r i t y Agreement a u b a t a n t i a l l y 
i n t h e fbm of E x h i b i t B h e r e t o , and by the Mortgage 
a u b a t a n t i a l l y i n the form of E x h i b i t C h e r e t o on the Veaaela 
d e l i v e r e d on the f i r a t Del ivery Date and by a Mortgage Supplement 
i n r e a p e e t of t h e Veaaela d e l i v e r e d on each aucceeding Del ivery 
Date and axAsatantially i n t h e form a t t a c h e d to the Mortgage; 

E. The C h a r t e r e r w i l l c h a r t e r t h e Veaaela from t h e 
Shipowner pur suan t t o t h e Char te r s t d sa t an t i a l l y i n t h e foxn 
o f E x h i b i t D h e r e t o ; 

F . The Guarantor w i l l guaran ty c e r t a i n of t h e Owner 



Participant'a obiigationa hereunder pursuant to the Guaranty 
aubatantially in tlie form of Exhibit E hereto; 

G. The Bank and the Owner Participant have 
concurrently herewith entered into the Truat Agreenent 
avbatantially in the fbrm of Exhibit H hereto; and 

H. The partiea hereto intend that the Secured Nbtea 
ahall be refinanced by and replaced with the Refinancing 
Obiigationa, and that the partiea will enter into auch additional 
doeumenta or amendmenta to this Agreement and the documents 
contemplated hereby a a are cuatomary in connection with the 
iaauance of aaid Obiigationa. 

NOW, THEREFORE, in conaideration of the mutual 
agreementa herein contained, the partiea hereto agree aa followat 

Section 1. Def ini tiona. For all purpoaea of thia 
Agreement, unleaa otherwiae expreaaly provided or unleaa the 
context otherwise requires! 

(1) All references herein to Sectiona or other 
aubdiviaiona, unleaa otherwise apecified, refer to the 
correaponding Sectiona and other aubdiviaiona of thia Agreement; 

(2) The terma "hereof", "herein", "hereby" 
"hereto", "hereunder" and "herewith" refer to thia Agreement; 
and 

(3) The capitalized terma uaed herein which 
are defined in Schedule X to thia Agreement or by reference 
therein to other instruments or forma of inatrumenta, aa auch 
capitalized teraa msy be amended from time to time in accordance 
with the proviaiona of thia Agreement, shall have the reapective 
meaninga atsted in f̂ chedule X or auch other inatrumenta. 

Section 2. Inveatmenta by the Owner Participant; 
Loana by the Lender^ (a) On each Delivery Date, aubject to 
the terma and conditio na hereof and in reliance on the 
agreementa, repreeentationa and warrantiea contained herein 
or made pursuant hereto, the Owner Participant agreea to make 
available to the Shipowner funda repreaenting ita inveatment 
or inveatmenta in the Veaaela, and the Lender agreea to make 
a loan or loana to the Shipowner, aa provided in thia Section 
2. 
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(b) Notwithatanding any o t h e r p rov ia ion of t h i a 
P a r t i c i p a t i o n Agreement the aggrega te inveatmenta by t h e Owner 
P a r t i c i p a n t i n t h e Shipowner 'a Coat of t h e Veaaela aha l l no t 
exceed $7,750,000 and the aggregate loana by t h e Lender to the 
Shipowner hereunder a h a l l no t exceed $12,350.00 . 

(c) On each Del ivery Date ( i ) t h e Owner P a r t i c i p a n t 
a h a l l make an inveatment i n t h e Veaaela then be ing d e l i v e r e d 
by paying to t h e Shipowner an amount equal to 38.6582% of t h e 
Shipowner 'a Coat of aa id Veaaela and ( i i ) t h e Lender aha l l make 
a loan to the Shipowner i n an amount equal t o 61.3418% of auch 
Shipowner 'a Coat ; p rovided , however, t h a t the Owner P a r t i c i p a n t 
a h a l l have no o b l i g a t i o n to make any inveatment , and the Lender 
a h a l l have no o b l i g a t i o n to make any l o a n , i n r e a p e e t of any 
Veaaela d e l i v e r e d a f t e r December 3 1 , 1981. On each Del ivery 
Date , upon r e c e i p t of Shipowner 'a Coat , t h e Shipowner aha l l 
pay t o the Sh ipbu i l de r , t h e C h a r t e r e r o r t he o t h e r Peraona 
e n t i t l e d t h e r e t o , t h e amounta r ep reaen t ing the itema of 
Shipowner 'a Coat aa a e t fb r th i n tlie a p p l i c a b l e Del ivery Date 
C e r t i f i c a t e of Shipowner' a Coat . 

(d) On t h e Se t t l ement Date, a i ibject t o tlie r e c e i p t 
o f t h e Se t t l emen t Date C e r t i f i c a t e o f Shipowner 'a Coat on o r 
b e f o r e auch Date, t h e Owner P a r t i c i p a n t a h a l l iiake a f u r t h e r 
inveatment i n the Veaaela by paying to the Shijpowner an amount 
equal to 38.6582% of Dlfferentied. Shipowner'a Coat and the Lender 
ahaill make a fu r the r loan to the Shipowner i n -:he amount equal 
t o 61.3418% of D i f f e r e n t i a l Shipo%mer'a Coat . I n the even t 
an Event o f Defaul t a h a l l e x i a t on t h e Se t t l emen t Date, t h e 
Lender a h a l l have no o b l i g a t i o n t o make auch a loeua i n vihich 
even t the Owner P a r t i c i p a n t cdud.1 ina t ead make a fu r the r 
inveatment i n the Veaaela by paying to the Shipowner 100% of 
D i f f e r e n t i a l Shipowner'a Coat . Upon r e c e i p t oZ D i f f e r e n t i a l 
Shipowner 'a Coat , t h e Shipowner a h a l l pay to ^he Cha r t e r e r o r 
t h e o t h e r Peraona e n t i t l e d t h e r e t o o u t of t he funda made 
a v a i l a b l e by t h e Owner P a r t i c i p a n t and t h e Lender, t h e amounta 
r e p r e a e n t i n g t h e itema i n D i f f e r e n t i a l Shipowner*a Coat aa s e t 
f b r t h i n the Se t t l emen t Date C e r t i f i c a t e o f Shipowner 'a Coat . 

(e) On t h e Refinancing Date, sub jec t to the r e c e i p t 
o f the Final C e r t i f i c a t e of Shipowner 'a Coat on o r be fo re auch 
Date and the iaauance of Refinancing Obi iga t iona , the.Owner 
P a r t i c i p a n t a h a l l make a fu r the r inveatment i n t h e Veaaela by 
paying t o the Shipowner an amount equal to the ezceaa , i f any, 
o f (1) t h e amount r equ i r ed t o prepay t h e e n t i r e p r i n c i p a l of 
and accrued and unpaid i n t e r e a t on the Outstanding Secured Notea 
on the Refinancing Date over ( i i ) t he n e t proceeda firom the 
iaauance and aa l e of t h e Refinancing Obi iga t iona a f t e r deduct ion 
o f Refinancing Coata . Upon r e c e i p t of such inveatment ( i f any) 
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and auch proceeds, the Shipowner shall pay to the Lender the 
amount required to prepay the entire principal of and accrued 
and unpaid intereat on the Outatanding Secured Notea and ahall 
pay to the Charterer or the other Peraona entitled thereto the 
amounta repreaenting the itema.of Refinancing Coat aet forth 
in the Final Certificate of Shipowner'a Coat. 

(f) On the date apecified therefor in Section 23 
hereof, aidsject to the proviaiona of auch aection and on the 
condition that no Event of Default ahall exiat, the Owner 
Participant ahall make a further inveatment in the Veaaela by 
paying to the Shipowner the amount required to be paid by Section 
23 hereof and the Shipowner ahall apply aiich amount to the 
prepayment of the Secured Notea in accordance 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 leaat two Buaineaa Daya before 
each Delivery Date, which notice sheill be accompanied by the 
Delivery Date Certificate of Shipowner'a Coat of the Veaaela 
to be delivered on auch Delivery Date. Prior to noon, Pittaburgh 
time, on each auch Delivery Date the Owner Participant and the 
Lender will advance to the Shipowner, in immediately available 
funda, the amount of the inveatment and loan to be made by each 
of them on atich Delivery Date. Delivery and preaentation of 
all required doeumenta on each Delivery Date ahall be made at 
the off leea of Meaara. Tucker, Arenaberg, Very & Ferguaon, 
Pittd3urgh, Pennaylvanla at a doalng commencing at 9s00 A.M., 
Pittd3urgh time. 

(h) Amounta of Refinancing Coat may be paid by the 
Charterer in advance of the Refinancing Date aa an advance and 
the Charterer ahall be reinbursed therefor on the Refinancing 
Date out of the proceeda firom the Refinancing Osligationa or 
the inveatment of the Owner Participant purauant to Section 
2(e) hereof. 

(i) Prior to December 31, 1981, the Charterer ahall 
not accept delivery of any Veaaels from the Shipbuilder other 
than on behalf of the Shipowner pursuant to Section 3 hereof. 



Section 3. Undertaking a by the Shipowner; Acceptance 
of Veaaela. On each Delivery Date, simultaneously with the 
acceptance of the Veaael or Veaaela delivered on auch date in 
accordance with the terma of thia Agreement, the Shipowner ahedl 
(1) execute and deliver to the Lender Secured Notea in the 
aggregate principal amount determined purauant to Section 
2(e) (ii) hereof, (2) cause auch Veaael or Veaaels to be diily 
documented in the name of the Shipowner in accordance with the 
lawa and regulationa of the United Statea, (3) execute and 
deliver the Security Agreement and the Mortgage, in the caae 
of the firat Delivery Date, or a Mortgage Supplement, in the 
caae of each aubaequent Delivery Date, and cause the Mortgage 
or Mortgage Supplement to be duly recorded in accordance with 
the Ship Mortgage Act, 1920, aa amended, (4) execute and deliver 
the Charter, in the caae of the firat Delivery Date, and a 
Charter Supplement, and deliver auch Veaael or Vessela to the 
Charterer pursuant to the Charter auid (5) execute and deliver 
the other doeumenta to which it ia to become a party aa 
contemplated by thia Agreement. On the Settlement Date the 
Shipowner ahall execute and deliver to the Lender Secured Notea 
in the aggregate principal amount equal to the amount of the 
loan, if any, made by the Lender purauant to Section 2(d) hereof. 
The Shipowner hereby appointa the Charterer aa ita agent to 
accent delivery of the Veaaela delivered on any Delivery Date 
by tie Shipbuilder in Pittaburgh, Pennaylvanla, provided, that 
the Charterer ahall not accept on behalf of the Shipowner (x) 
any Veaaela on any day prior to the day the inveatment of the 
0%mer Participant therein la made purauant to Section 2(e) 
hereof, (y) any Veaaela after December 31, 1981 or (z) any 
Veaaela if the acceptance thereof and payment therefor would 
cauae the Owner Participant'a maximum inveatment or the Lender'a 
maximum loan purauant to Section 2(b) hereof to be exceeded. 
Acee-Jtanee of delivery of the Veaaela from the Shipbuilder by 
the :harterer aa agent fbr the Shipowner, aa evidenced by 
exec ition of the applicable Charter Supplement, shall constitute 
acceptance by the Charterer of the Vessela from the Shipowner 
for all purpoaea of the Charter. 

Section 4. Repreaentatione and Warrantiea of the 
Charterer. Charterer repreaenta and warranta to the Lender, 
the Owner Participant and the Shipowner aa followat 

(a) The Charterer ia a corportion duly incorpora-ted, 
validly exiating and in good standing under the lawa of the 
State of Delaware with corporate power and authority to conduct 
ita buaineaa aa auch busineaa la preaently being conducted, 
to own or hold under charter or leaae ita propertiea and to 
enter into and perform its obiigationa under thia Agreement, 
the Cnarter, the Conatruction Contract Aacignment and the 
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Conatruction Contraet. The Charterer ia duly qualified to do 
buaineaa and ia in good atanding aa a foreign corporation in 
all atatea %Aiere its failure to so qualify w>uld have a 
materially adverse affect on ita ability to perform ita 
obiigationa under the aforeaaid inatrumenta. 

(b) (i) The Charterer ia not in violation of any 
terma of ita Artielea of Incorporation or ita By-Lawa, or of 
any material term of any agreement, inatrument, judgment, decree, 
franehiae, permit, order, law, atatute, rule or governmental 
regulation preaently applicable to it; and (11) the execution, 
delivery and perfbrmance by the Charterer of the agreementa 
referred to in Section 4(a) hereof and the conaummation by the 
Charterer of the 'tranaaetiona contemplated thereby (w) have 
been duly, authorized by all neceaaary corporate action on the 
part of the Charterer, (z) do not require any atocldiolder 
approval or the consent of any truatee or holder of any 
indebtedneaa or obligation of the Charterer (or, if ao required, 
auch approval or eonaent haa been obtained), (y) under preaent 
law do not and will not reault in any material violation of 
any term referred to in elauae (i) above (provided that the 
repreaentation in thia elauae (y) ia made on the aaaumption 
that the Charterer will remain i Citizen after the date hereof), 
and (z) are not in conflict with and do not conatitute a default 
under any aueh term or any proviaion of, or avbject the Veaaela 
or any part thereof to any Lien of, any indenture, mortgage, 
leaae, contract or other agreement or inatrument (other than 
the Charter and aa permitted thereunder) to vAiich the Charterer 
ia a party or by which it or ita property ia bound or affected. 

(e) The execution, delivery and performance by the 
Charterer of the agreementa referred to in Section 4(a) hereof 
do not require any eonaent, authorization or approval of, or 
any filing or regiatration wit>̂ , or the taking of any other 
action in reapeet of, any fede.' al, atate or other governmental 
authority or agency (except routine information filinga, the 
aetiona deacribed in Section 4'm) hereof and aetiona required 
in connection with the obtaining of the Guaranteea) or if ao 
required the. same have been ob-(:ained 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 againat the Charterer 
in accordance with ita terma. 
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(e) There are no aetiona, auita or proeeedinga pending 
or, to the beat of the Charterer'a knowledge, threatened before 
any court, adminiatrative agency, environmental council, 
arbitrator or governmental body which will, if determined 
adveraely to the Charterer, materially adveraely affect ita 
ability to perform ita obiigationa under the agreementa referred 
to in Section 4(a) hereof, ineluding the operation or uae of 
the Veaaela aa contemplated by the Charter. 

(f) The Charterer haa heretofore cauaed to be 
delivered to the Shipowner and the Lender copiea of the 
conaolldated balance aheet of the Charterer aa of Deceniber 31, 
1981, and the related conaolldated atatementa of income and 
retained earninga for the year then ended, all aa certified 
by Main Hurdman & Cranatoun. Said financial atatementa are 
correct and complete and fairly preaent the financial condition 
of the Charterer on a conaolldated baaia aa of the date of aaid 
balance aheet and the reaulta of the operatlone of the Charterer 
on a conaolldated baaia fbr the period covered by aaid atatement 
of income and retained earninga and have been prepared in 
accordance with generally aeeepted accounting prineiplea 
conaiatently applied (except aa aet forth therein). Since 
Deeenber 31, 1980, there have been no materially adverae c?iangea 
in the aaaeta or liabilitiea of the Charterer which will 
materially impair the Charterer'a ability to perform ita 
obiigationa under the agreementa referred to in Section 4(a) 
hereof. 

(g) On the Delivery Date for eaeh Veaael, auch Veaael 
ahall be firee and clear of any Liena ariaing aa a reault of 
acts or omiaalona to act by or on behalf of the Charterer or 
any Affiliate of the Charterer, except aueh Liena aa are 
expreaaly permitted by the Charter. 

(h) Aaauming due authorization, execution and c-ellvery 
of the Conatruction Contraet Aaaignment by the Shipowner, the 
Conatruction Contraet and the Conatruction Contraet Aaaignment 
are eaeh in full force and effect and the Conatruction CoL;traet 
Aaaignment effectively convey a to the Shipowner the rights and 
claima purported to be conveyed to the Shipowner thereby, free 
and clear of all Liena, except for auch Liena aa are expreaaly 
permitted by the Charter; and the Charterer ia not in default 
in any material reapeet under the Conatruction Contract or the 
Conatruction Contract Aaaignment. 
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(1) The Charterer ia, and at all timea ainee the 
execution of the Conatruction Contraet haa been, a Citizen. 

(j) The Charterer haa delivered or cauaed to be 
delivered to each of the Shipowner, the Owner Participant and 
the Lender a correct and complete copy of the Conatruction 
Contract aa amended, modified and aupplemented to the date 
hereof. 

(k) Neither the Charterer nor anyone acting on ita 
behalf (other than the Owner Participant and ita Affiliatea) 
haa directly or indirectly offered the Secured Notea or any 
aimilar aecurlty relating to the Veaaela to or aolieited any 
offer to acquire any of the same from, or otherwiae approached 
or negotiated with reapeet thereto with, anyone other than the 
Lender and not n»re than three other inatitutional inveatora. 

(1) Neither the Charterer nor any Affiliate of the 
Charterer haa taken any action the effect of ̂ ich would be 
to cauae the Shipowner, the Owner Participant or the Lender 
or any Affiliate of. any of them to be liable for any broker'a, 
finder'a or agent'a fee or commiaaion.̂  

(m) Except for the due recordation and endoraement 
of the Mortgage and each Mortgage Supplement under the Ship 
Mortgage Aet, 1920,- aa amended, the filing of financing 
atatementa and continuation atatementa under the Uniform 
Commercieil Code aa in force in the State of Connecticut, the 
filing of the Charter and eaeh Charter Supplement and the 
Security Agreement with the Interatate Commerce Commiaalon in 
accordance with 49 U.S.C. $11303, the Lender'a poaaeaaion of 
the original counterpart of the Charter and the documentation 
of each Veaael in the name of the Shipowner under the lawa of 
the United Statea of America, no further action, including any • 
filing or recording of any document, ia neceaaary or adviaable 
in any jurladiction in order to eatabliah, preaerve and perfect 
the Shipowner'a legal title to and intereat in eaeh aueh Veaael 
and the Charter and the mortgage and aecurlty intereat therein 
created-for the benefit of the Lender. 

(n) None of the financial atatementa referred to 
in Section 4(f) hereof containa any untrue atatement of a 
material fact or omita a material fact neceaaary to make the 
atatementa contained therein not mialeading; There la no fact 
which haa not been diaclosed to the Shipowner which materially 
affecta adveraely or, so far aa the Charterer now foreaeea, 
will materially affect adversely the ability of the Charterer 
to perform its obligations under the agreements referred to 
in Section 4(a) hereof. 
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(o) The Charterer haa filed all required tauc returna 
and haa paid all taxea ahown to be due and payable thereon and 
all other taxea %Aiieh are payable by it to the extent the aame 
have become due and payable, except taxea being conteated in 
good faith by appropriate proeeedinga and with reapeet to which 
adequate reaervea have been provided on ita booka. 

Section 5. Representations and Warranties of the 
Owner Participant. The Owner Participant represents and warrants 
to the Charterer, the Shipowner and the Lender aa followsi 

(a) The Owner Participant ia acquiring ita intereat 
in the Veaaela for ita own account fbr inveatment and not with 
a view to, or fbr aale in connection with, the diatribution 
thereof, avbject to any requirement of law that the diapoaltion 
of auch intereat be at all timea within ita control. The Owner 
Participant agreea that eaeh acquiaition of any auch intereat 
by it hereunder shall conatitute a reaffirmation of ita 
repreaentation and warranty contained in thia Section 5(a). 

(b) The Owner Participant ia a Citizen amd ia a 
corporation duly organized and validly exiating in good atanding 
under the lawa cf the Commonwealth of Maaaachuaetta and haa 
the corporate pcwer and authority to carry on ita buaineaa aa 
now conducted, to own or hold under leaae ita propertiea and 
to enter into aiid perform ita obiigationa under thia Agreement 
and the Truat Agreement. 

(c) Thia Agreement and the Truat Agreement have been 
duly authorized by all neceaaary corporate action on the part 
of the Owner Participant and have been duly executed amd 
delivered by tha Owner Participant, and neither the execution 
and delivery tl̂ sreof, nor the conaummation by the Owner 
Participant of the tramaaetiona contemplated thereby nor 
compllance by the Owner Participant with any of the terma and 
proviaiona thereof (1) requirea any approval of atockholdera 
of the Owner Participant or approved, or eonaent of any truatee 
or holdera of any indebtedneaa or other obiigationa of the Owner 
Participant, (11) violatea any material terma of any preaent 
law, judgment or governmental rule, regulation or order preaently 
applicadale to or binding on the Owner Participant (provided 
that the repreaentation in this elauae (11) ia made on the 
aaaumption that the Owner Participant will remain a Citizen 
after the date hereof), or (iii) does or will contravene or 
reault in any breach of or conatitute any default under, or 
reault in the, creation of any Lien (other than the Liena created 
by the Mortgage, the Security Agreement and the Charter) upon 
any property of the Owner Participant under, any preaently 
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exiating indenture, mortgage, chattel mortgage, deed of truat, 
conditional, sad.es contract, bank loan or eredit agreement, 
coirporate charter, by-law or other agreement or instrument to 
which the Owner Participant or any Affiliate of the Owner 
Participant ia a party. 

(d) Eaeh of thia Agreement and the Truat Agreement, 
aaauming the due authorization, execution and delivery by the 
other partiea thereto, eonatitutea a legal, valid and binding 
obligation of the Owner Participant enforceable againat the 
Owner Participant in accordance with ita terma. 

(e) There are no aetiona, auita or proeeedinga pending 
or, tq the beat knowledge of the Owner Participant, threatened 
befbre any court, administrative ageney, environmental council, 
arbitrator or governmentatl body which will, if determined 
adveraely.to the Owner Participant, have a materially adverae 
effect on the ability of the Owner Participant to perform ita 
obiigationa under thia Agreement and the Truat Agreement. 

(f) Both the place of buaineaa (or chief executive 
office if there ia more than one place of buaineaa) of the Owner 
Participant and the place where ita records concerning the 
Veaaels and all of ita intereat in, to and under thia Agreement 
and the Truat Agreement are kept are preaeatly-located at One 
Waahington Mall, Beaton, Maaaachuaetta. 

(g) There ia preaently no Lien on any part of the 
Security of the character which the Owner Participant ia or 
may in the future be required to remove purauant to Section 
17 hereof. 

(h) The execution, delivery and performance by the 
Owner Participant of this l^reement and the Truat Agreement 
do not require any eonaent, authorization or approval of, or 
any filing or regiatration with, or the taking of any other 
action in reapeet of, any federal., atate, mvmlcipal or other 
governmental, department, commiaalon, boarri, bureau, agency or 
Inatrumentality (except routine information filinga, the aetiona 
deacribed in Section S(j) hereof and aetiona in connection with 
obtaining the Guaranteea) or if so required the same have been 
obtained or made. 
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(1) Neither the Owner Participant nor anyone acting 
on ita behad.f (other than the Charterer and ita Affiliatea) 
haa directly or indirectly offered the Secured Nbtea or any 
aimilar aecurlty relating to the Veaaela or aolieited amy offer 
to acquire any of the same from, or otherwiae approached or 
negotiated with reapeet thereto with, anyone other than the 
Lender and not more than two other inatitutional inveatora. 

(j) Except for the due reeordation aiad endoraement 
of the Mortgage and eaeh Mortgage Supplement under the Ship 
Mortgage Aet, 1920, a a amended, the filing of finamcing 
atatementa and continuation atatementa under the Uniform 
•Commercial Code aa in fbrce in the State of Connecticut, the 
filing of the Charter and eaeh Charter Supplement and the 
Security Agreement with the Interatate Commerce Commiaalon in 
accordance with 49 U.S.C. §11303, the Lender'a poaaeaaion of 
the originatl counterpart of the Charter and the documentation 
of eaeh Veaael in the name of the Shipowner under the lawa of 
the United Statea of America, no further action, including any 
filing or recording of any document, ia neceaaary or adviaable 
in any jurladiction in order to eatabliah, preaerve and perfect 
the Shipowner'a legal title to and intereat in each auch Vesael 
and the Charter and the mortgage and aecurlty intereat therein 
created for the benefit of the Lender. 

(k) Neither the Owner Participant nor any of ita 
Affiliatea haa taken any action the effeet of %Ailch would be 
to cauae the Charterer, the Shipowner or the Lender or any of 
their Affiliatea to be liable for any broker'a, finder'a or 
agent' a fee or commiaaion. 

Section 6. Repreaentationa and Warrantiea of the 
Shipowner. The Bank (but only aa to thoae mattera relating 
expreaaly to the Bank) and the Shipowner repreaent and warrant 
to the Charterer, the Owner Participant and the Lender aa 
followat 

(a) The Bank ia a Citizen amd ia a banking corporation 
duly organized and validly exiating in good atanding- under the 
lawa of the State of Connecticut and haa the corporate power 
and authority to enter into and perform ita obiigationa under 
thia Agreement and the Truat Agreement. The Shipowner haa the 
power and authority under the Truat Agreement to enter into 
the Shipowner'a Doeumenta. 
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(b) Thia Agreement and the Truat Agreement have been 
duly authorized by all neceaaary corporate action on the part 
of the Bank. The Shipowner'a Doeumenta have been duly authorized 
by ad.1 neceaaary action on the part of the Shipowner. Eaeh 
of such doeumenta haa been (or when delivered will be) duly 
executed and delivered by the Shipowner and/or the Bank, aa 
the caae may be, and neither the execution azid delivery thereof, 
nor the conaummation by the Shipowner or the Bank, aa the caae 
may be, of the tranaactlona contemplated thereby, nor compliance 
by the Shipowner or the Bank, aa the case may be, with any of 
the terma and proviaiona thereof (1) requirea any approval of 
atockholdera of the Bank or approval or eonaent of any truatee 
or holdera of any indebtedneaa or other obiigationa of the Bank, 
(ii) doea or will contravene any material terms of any preaent 
law, judgment, or governmental rule, regulation or order 
preaently applicable to or binding on the Shipowner or of any 
preaent Connecticut or federal law, judgment, or governmental 
rule, regulationa or order governing the banking or truat powera 
of the Bank (provided that the repreaentation in thia elauae 
(11) ia made on the aaaumption that the Shipowner will remain 
a Citizen after the date hereof) or (iii) doea or will contravene 
or reault in any breach of or conatitute any default under, 
or reault in the creation of any Lien (other than the Liena 
created by the Mortgage, the Truat Agreement, the Security. 
Agreement and the Charter) upon any property of the Shipowner 
or the Bank under, any preaently exiating indenture, mortgage, 
chattel mortgage, deed of truat, conditional aalea contract, 
bamk loan or credit agreement, corporate charter, by-law or 
other agreement or inatrument to v^ich the Shipowner or the 
Bank or any Affiliate of the Bank ia a party. 

(c) Each of the Shipowner'a Doeumenta, aaauming the 
due authorization, execution and delivery by the other partiea 
thereto, eonatitutea (or, when entered into, will conatitute) 
a legal, vaaid and binding obligation of the Shipowner 
enforceable againat the Shipowner in accordance with ita terma. 
Thia Agreement and the Truat Agreement, aaauming the due 
authorization, execution and delivery by the other partiea 
thereto, conatitute the legal, valid and binding obiigationa 
of the Bank enfbrceable againat the Bank in accordance with 
their reapective terma. 

(d) There are no 'aetiona, auita or proeeedinga pending 
or, to the beat knowledge of the Shipowner and the Bank, 
threatened before any court, adminiatrative agency, environmental 
council, arbitrator or governmental body >Aiich will, if 
determined adveraely to the Shipowner or the Bank, have a 
materiaaiy adverae effect on the ability of the Shipowner or 
che Bank, aa the case may be, to perform ita obiigationa under 
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the Shipowner' a Doeumenta. 

(e) Both the place of buaineaa (or chief executive 
officer if there ia more than one place of buaineaa) of the 
Shipowner and the place where ita recorda concerning the Veaaela 
and all of ita intereat in, to and under the Shipowner'a 
Doeumenta to which it ia a party are kept are preaently located 
at One Conatitution Plaza, Hartford, Connecticut. 

(f) There ia preaently no Lien on any part of the 
Security of the character which the Bank ia or may in the future 
be required to remove puraxaint to Section 17 hereof. 

(g) The execution, delivery and performance by the 
Shipowner of the Shipowner'a Doeumenta or by the Bank of thia 
Agreement and the Truat Agreement do not require amy eonaent, 
authorization or approval of, or filing or regiatration with, 
or any other action in reapeet of, any federal, atate, municipal 
or other governmentail department, commiaaion, board, bureau, 
agency or inatrumental ity (except routine information filinga, 
the aetiona deacribed in Section 5(j) hereof and aetiona in 
connection with obtaining the Guaranteea) or if ao required 
the same have been obtained or made; provided that no 
repreaentation ia made aa 1:0 the aecuritiea or blue aky lawa 
of any jurladiction; provided further that the Bank*a 
repreaentationa in thia Section 6(g) are limited to f̂ derad. 
and Connecticut lawa, rulea and regulationa. 

(h) Neither the Shipowner nor the Bank nor anyone 
authorized by either of them haa directly or indirectly offered 
the Secured Notea or any aimilar aecurlty relating to the Veaaela 
or aolieited any offer to acquire any of the aame from, or 
otherwiae approached or ne-̂ otiated with reapeet thereto with, 
anyone other than the Lender. 

Section 7. Repreaentationa and Warrantiea of the 
Lender. The Lender repreaenta and warranta (a) that each Secured 
Note to be acquired by it hereunder ia being acquired fbr ita 
own aeeount fbr inveatment in the courae of ita ordinary 
inveatment buaineaa and not with a view to or fbr aale in 
coimection with any diatribution thereof or with any preaent 
intention of aelllng such Secured Note and (b) that it ia a 
Citizen. 
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Section 8. Conditiona to Ctoligationa of the Owner 
Participant and the Lender. The obligation of the Owner 
Participant to make an inveatment purauant to Section 2(e)(1) 
hereof in eaeh Veaael delivered on any Delivery Date and the 
obligation of the Lender to make a loan to the Shipowner purauant 
to Section 2(e) (11) hereof on any aueh Delivery Date are aiibject 
to the fulfillment of the conditiona apecified in Section 2 
hereof and of the following conditiona on auch Delivery Date 
(provided that the conditiona in Section 8(k), (1), (m), (n) 
and (z) need not be fulfilled on amy Delivery Date other than 
the firat)t 

(a) No change ahall have occurred after the date 
of thia Agreement in applicable law or regulationa thereunder 
or adminiatrative interpr eta tiona thereof which in the opinion 
of counael to the Owner Participant or the Lender would make 
it illegal for the Owner Participant to make auch inveatment 
or the Lender to make auch loan, reapeetively. 

(b) The Charter, Secured Notea in an aggregate 
principal amount equal to the loan to be made by the Lender, 
the Truat Agreement, the Conatruction Contract, the Guaranty, 
the Mortgage (and eaeh Mortgage Supplement in the caae of any 
Delivery Date other than the firat Delivery Date), the Security 
Agreement, the Conatruction Contraet Aaaignment and thia 
Agreement ahall have been duly executed and delivered by the 
partiea thereto and ahall be in full force and effeet and there 
ahall exiat no materiaO. default by any party thereto. 

(e) The Shipbuilder ahall have duly executed and 
delivered to the Shipowner the Conaent of Shipbuilder which 
ahall be in full fbrce and effect, and there ahall exiat no 
material, default thereunder by the Shipbuilder. 

(d) - The Shipowner shall have received a Cl-̂ arter 
Supplement in the fbrm attached to the Charter, duly executed 
by the Charterer, stating that simultaneoualy therewith the 
Charterer ia unconditionally accepting eaeh Veaael delivered 
on aiuh Delivery Date under the Charter for all purpcaea thereof 
and that, aa between the Shipowner, the Owner Participant, the 
Lender and the Charterer, each auch Veaael compllea with the 
requirementa of the Charter and with all apecificationa of the 
Conatruction Contraet; provided, however, that auch Charter 
Supplement may atate that nothing contained therein or in the 
Charter ahall in any way diminiah or otherwiae affect any right 
which the Charterer, the Shipowner, the Owner Participant or 
the Lender may have with reapeet to any auch Vessel againat 
the Shipbuilder or any siibcontractor of the Shipbuilder under 
the Construction Contract or otherwise. 
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(e) Such Del ivery Date alied.1 occur on o r p r i o r to 
December 3 1 , 1981. 

( f ) The Shipowner, t h e Owner P a r t i c i p a n t and the 
Lender a h a l l have rece ived a n o t i c e wi th r e a p e e t to aueh payment 
a a provided i n S e c t i o n ' 2 ( g ) hereof accompanied by t h e a p p l i c a b l e 
Del ivery Date C e r t i f i c a t e of Shipowner 'a Coat duly executed 
by the Cha r t e r e r and approved by t h e Shipowner. 

(g) The r e p r e a e n t a t i o n a and wa r r an t i e a of the 
C h a r t e r e r conta ined h e r e i n aha l l be t r u e and c o r r e c t i n a l l 
materied r e a p e e t a on and aa of auch Del ivery Date and a t aueh 
Del ivery Date no Event o f Defaul t o r o t h e r even t \ ^ l c h , wi th 
n o t i c e o r l apae of t ime o r b o t h , would become an Event o f Defaul t 
a h a l l have occurred and be con t inu ing , and the Owner P a r t i c i p a n t 
and the Lender aha l l have rece ived a c e r t i f i c a t e of the 
C h a r t e r e r , algned by t h e C h a r t e r e r ' a P r e a i d e n t o r by one of 
i t a Vice P rea iden ta o r i t a T reaau re r , da ted auch Del ivery Date , 
t o aueh e f f e e t and t o t h e fu r the r e f f e e t t h a t s 

( i ) t h e Maater Carpenter*a C e r t i f i c a t e a for 
atich Veaaela and the f u l l warranty b i l l a o f a a l e 
r e f e r r e d to i n Sec t ion 8(q) hereof a r e in form and 
avbatance a a t i a f a c t o r y t o C h a r t e r e r ; and 

( i i ) t h e invo icea r e l a t i n g t o auch Veaaela 
r ece ived by t h e Shipowner from t h e S h i ^ u i l d e r purauant 
to Sec t ion 8 ( r ) hereof c o r r e c t l y a t a t e t h e amounta 
payable to t h e S h i p b u i l d e r . 

(h) C h a r t e r e r a h a l l have d e l i v e r e d to the Owner 
P a r t i e i p a i i t a w r i t t e n a ta tement reasonably a a t i a f a c t o r y t o the 
Owner P a r t i c i p a n t o f John P . C o l l e t t i & Aaaocia tea , I n c . o r , 
i f auch firm i a unable o r unwi l l ing t o aerve , auch o t h e r 
independent a p p r a i a e r aa i a a ccep t ab l e t o the Owner P a r t i c i p a n t , 
t h a t aa of auch Del ivery Date each Veaael then be ing d e l i v e r e d 
w i l l have an ea t imated f a i r market va lue a t t he end of the 
o r i g i n a l term of the Char te r for auch Veaael of a t l e a a t 21% 
o f Shipowner 'a Coat of aueh Veaael and an ea t imated uaeful l i f e 
aa o f auch Del ivery Date of a t l e a a t 28-1/2 y e a r a . 

(1) (A) I f auch Del ivery Date i a t h e f i r a t Del ivery 
Date , t h e Lender and t h e Owner P a r t i c i p a n t a h a l l each have 
r e c e i v e d , i n each caae in form and aiibatance a a t i a f a c t o r y t o 
i t x 

(1) a copy of r e a o l u t i o n a of the Board of 
D i r e c t o r a of the C h a r t e r e r , c e r t i f i e d aa o f auch 
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Delivery Date by the Secretary or an Aaaiatant 
Secretary thereof, duly authorizing or ratifying the 
execution, delivery and perfbrmance of thia Agreement, 
the Charter, the Conatruction Contract Aaaignment 
and all other agreementa referred to herein or 
contemplated hereby to which it ia or will be a party, 
together with an ineunbency certificate aa to the 
peraon or peraona \iAio ahall or ahall have executed 
emd delivered aaid inatrumenta on behalf of the 
Charterer; and 

(11) a eopy of the Artielea of Incorporation 
and the By-Lawa of the Charterer, certified aa of 
auch Delivery Date by the Secretary or an Aaaiatant 
Secretary of the Charterer, and a certificate of good 
atanding with reapeet to the Charterer certified by 
the Secretary of State of the State of Delaware aa 
of a date reaaonably proximate to auch Delivery Date. 

(B) If auch Delivery Date ia other than the firat 
Delivery Date, the Lexider and the Owner Participant ahall each 
have received, if requeated, in each caae in form and aijbatanee 
aatiafactory to it: 

(1) a certificate of the Secretary or an 
Aaaiatant Secretary of the Charterer, dated auch 
Delivery Date, atating that the reaolutiona referred 
to in Section 8(1} (A) (1) hereof remain in full force 
and effeet, have not been modified, amended, repealed 
or reaeinded, and are the only reaolutiona adopted 
by the Board of Directora of the Charterer in reapeet 
of the mattera covered thereby, together with an 
ineunbency certificate aa to any peraon or peraona 
vho executed and delivered any inatrumenta on behalf 
cf the Charterer relating to the, tranaactlona 
contemplated by thia Agreement and who are not included 
in any auch incumbency certificate previoualy furniahed 
ĵo the Lender and the Owner Participant; and 

(ii) a copy of any eunendmenta to the Artielea 
of Incorporation and the By-Lawa of the Charterer 
not theretofore furniahed to the Lender and.the Owner 
Participant*purauant to thia*Agreement, certified 
aa of auch Delivery Date by the Secretary or an 
Aaaiatant Secretary of the Charterer. 
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( j ) (A) I f aueh Del ivery Date i a t h e f i r a t Del ivery 
Date, t h e Lender aha l l have r ece ived , i n each caae in form and 
aubatance a a t i a f a c t o r y t o i t : 

(1) a copy o f r e a o l u t i o n a of t h e Board of 
D i r ec to ra o f t h e Owner P a r t i c i p a n t , c e r t i f i e d aa o f 
auch Del ivery Date by t h e Clerk o r an A a a i a t a n t Clerk 
the reof , duly a u t h o r i z i n g o r r a t i f y i n g t h e execu t ion , 
d e l i v e r y and performance of t h i a Agreement and the 
T r u a t Agreement and alX o t h e r agreementa r e f e r r e d 
to h e r e i n o r contemplated hereby t o which i t i a o r 
w i l l be a p a r t y , t o g e t h e r wi th an ineunbency 
c e r t i f i c a t e aa to the peraon o r peraona \Aio aheU.1 
o r aha l l have executed and d e l i v e r e d aaid inatrumenta 
on b e h a l f of t h e Owner P a r t i c i p a n t ; and 

( i i ) a eopy of t h e A r t i e l e a of Organiza t ion 
and the By-Lawa of the Owner P a r t i c i p a n t , c e r t i f i e d 
aa of auch Del ivery Date by t h e Clerk o r an Aaa ia t an t 
Clerk o f t h e Owner P a r t i c i p a n t , and a c e r t i f i c a t e 
of l e g a l ex i a t ence wi th r e a p e e t to the 0«mer 
P a r t i c i p a n t c e r t i f i e d by t h e Sec re t a ry o f S t a t e of 
t h e Commonwealth o f Ma a aaehv.se t t s and a c e r t i f i c a t e 
of good s tanding wi th r e s p e c t to the Owner P a r t i c i p a n t 
from t h e Commiaaioner of the. Department o f Corpora t i o n a 
and Taxa t ion , i n eaeh caae da ted aa of a d a t e 
reaaotiably proximate t o aucli Del ivery Da te . 

(B) I f auch Del ivery Date i a o t h e r than the f i r a t 
Del ivery Date , t h e Lender ahaa.1 have r e c e i v e d , i f r equea ted , 
i n each caae i n form and aubatance a a t i a f a c t o r y t o i t : 

(1) a c e r t i f i c a t e of ':.he Clerk o r an Aaa i a t an t 
Clerk o f t h e Owner P a r t i c i p r i n t , da ted auch Del ivery 
Date, a t a t i n g t h a t t h e reao.>.utiona r e f e r r e d to i n 
Sec t ion 8 ( j } ( A ) ( i ) he reof remain in f u l l force and 
e f f e e t , have no t been modif ied, amended, repeaded 
o r r eae inded , and a r e the on ly r e a o l u t i o n a adopted 
by t h e Board of D i r ec to ra o f t h e Owner P a r t i c i p a n t 
i n r e a p e e t of t h e ma t t e r a covered the reby , t o g e t h e r 
w i th an ineusbency c e r t i f i c a t e aa t o any peraon o r 
peraona \iAio executed and d e l i v e r e d any inatrumenta 
on b e h a l f o f t h e Owner P a r t i c i p a n t r e l a t i n g t b the 
t r a n a a c t l o n a contemplated by t h i a Agreement and who 
a r e no t included in any such ineusbency c e r t i f i c a t e 
p rev ioua ly furniahed to the Lender; and 

( i i ) a copy of any amendmenta to the A r t i e l e a 
of Organiza t ion and the By-Lawa of the Owner 
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Participant not theretofore furniahed to the Lender 
purauant to thia Agreement, certified aa to such 
Delivery Date by the Clerk or an Assistant Clerk of 
the Owner Participant. 

(k) The Lender and the Owner Participant 8haU.l have 
received an opinion of Robert E. Mertz, Esq., counsel to the 
Charterer, dated auch Delivery Date and aatiafactory to the 
Lender and the Owner Participant, to the effeet: 

(i) Set fbrth in Section 4(a), (c), (d) and 
(m) hereof. 

(ii) Set fbrth in Section 4(b) hereof, provided 
that Section 4(b)(ii)(z) hereof may be given to the 
beat of auch counael'a knowledge. 

(ill) Set forth in the flrat aentenee of Section 
6(c) hereof. 

(iv) Set fbrth in Section 6(b) (11) hereof with 
reapeet to the Shipowner and other than banking and 
truat mattera. 

(v) Set fbrth in Section 4(e) hereof to the 
beat of auch counael*a knowledge. 

(vi) That the Charterer ia a Citizen. 

(vii) That the Conatruction Contract Aaaignment 
effectively conveya to the Shipowner the righta and 
claima pvurported to be conveyed to the Shipowner 
thereby. 

(viii) Set forth in Section 6(g) hereof with 
reapeet to the Shipowner and other than banking and 
truat mattera. 

(iz) That it ia not neceaaary in connection 
with the offering, sale and delivery of the Secured 
Notea, under the eircumatancea contemplated by thia 
Agreement, to register the Secured Notea under the 
Seeuritiea Act of 1933, aa amended, or to qualify 
the Security Agreement or the Mortgage under the Truat 
Indenture Act of 1939, aa amended. 

(x) That the Vessela delivered on auch Delivery 
Date have been duly documented in the name of the 
Shipowner under the lawa of the United Statea and 
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the Mortgage [each of the Mortgage (aa originally I 
executed) and the Mortgage Supplement] haa been duly 
recorded in the Office of the Officer in Charge, 
Documentation Section U.S. Coaat Guard, Pittd3urgh, 
Pennaylvanla (the only office in which aueh recording 
ia neceaaary). 

I 
(xi) That the Mortgage haa been duly endoraed 

on the marine doeumenta of the Veaaela delivered on 
auch Delivery Date (or proviaion to effect auch ! 
endoraement within 15 daya from the date hereof haa 
been made by the Charterer) and eonatitutea al firat 
"preferred mortgage" under the Ship Mortgage Act, 
1920, aa amended, having the effeet and with the 
priority provided in aaid Act; and no periodic re-
recording or periodic refiling of the Mortgage or 
any other inatrument ia neceaaary under exiating law 
to continue the lien of the Mortgage. 

(xii) That the Shipowner ia the aole owner of 
the Veaaela delivered on auch Delivery Date, free 
and clear of any Lien of record or otherwiae known 
to hJAr except for Liena of the character not 
prohibited by Section 2.04(a) of Exhibit I to the 
Security Agreement aa may now exiat. 

(xiii) That the Conatruction Contraet and the 
Shipbuilder'a Conaent attached thereto have been duly 
authorized by all neceaaary corporate action on the 
part of the Shipbuilder and have been duly executed 
and delivered by the Shipbuilder and conatitute valid 
and binding obiigationa of the Shipbuilder enforceable 
in accordance with their reapective terma. 

(ziv) That the ftill warranty billa of aale or 
other doeumenta of title for eaeh Veaael delivered 
on auch Deliveiry Date have been duly authorized, 
executed and delivered and conatitute the vaULid and 
biziding obiigationa of the Shipbuilder enforceable 
in accordance with their terma, and upon delivery 
thereof good and marketable title to each aueh Veaael 
waa effectively conveyed to the Shipowner. 
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(1) The Lender and the Owner Participant ahad.1 have 
received an opinion of Meaara. Morgan, Lewia & Boekiua, apecial 
counael for the Charterer, dated auch Delivery Date amd 
aatiafactory to the Lender and the Owner Participant, to the 
effeet: 

(i) That other than the documentation of the 
Veaaela and the recordation and endoraement of the 
Mortgage and each Mortgage Supplement and upon the 
aaaumption that eaeh of the Shipowner, the Lender 
and the Owner Paurticipant ia a Citizen, no conaent, 
approval, order or authorization of, or regiatration 
with, any federal, atate or other governmental, 
authority or ageney which would not otherwiae be 
required, ia required on auch Delivery Date solely 
by reaaon of the fact that the Veaaela are "veaaela" 
within the meaining of the Shipping Aet, 1916, a a 
amended, for the execution, delivery and performance 
by the Lender, the Shipowner and the Charterer of 
thia Agreement, the Charter, the Conatruction Contraet, 
the Conatruction Contraet Aaaignment and the other 
agreementa referred to herein (to the extent that 
eaeh ia a party hereto and thereto) and the carrying 
out and enforcement by the Lender, the Shipowner and 
the Char tare:: of their reapective obiigationa, righta 
and remediea hereunder and thereunder. 

(ii) That the execution and delivery by the 
Charterer of thia Agreement, the Charter, the 
Conatruction Contract and the Conatruction Contraet 
Aaaignment and the performance by it of ita obiigationa 
hereunder and thereunder, under preaent law do not 
and will not contravene any law or any governmental, 
rule or regulation preaently binding on the Charterer 
aolely by reaaon of the fact that the Veaaela are 
"veaaela" within the meaning of the Shipping Act, 
1916, aa amrnded, aaauming that eaeh of the Shipowner, 

. the Lender snd the Owner Participant ia a Citizen. 

(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 Counael 
to the Owner Participant, dated such Delivery Date and 
aatiafactory to the Lender amd the Owner Participant, to the 
effect: 

(1) Set forth in Section 5(b) hereof. 
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(11) Se t f o r th i n Sec t ion 5(c) hereof , provided 
t h a t t he op in ion a e t f b r th i n Sec t ion 5 (c ) (11) hereof 
need no t cover lawa, r u l e a and r e g u l a t i o n a r e l a t i n g 
t o veaae l a , ahipping o r t h e c h a r t e r i n g of v e a a e l s 
and t h a t Sec t ion 5 ( e ) ( i i i ) hereof may b e given to 
the b e a t of auch counael*a knowledge. 

( i i i ) S e t f o r t h i n Sec t ion 5(d) he reof . 

( i v ) Se t fb r th i n Sec t ion 5(e) hereof t o the 
b e a t of aueh c o u n a e l ' a knowledge. 

(v) s e t f o r t h i n Sec t ion 5(h) he reof . 

(v i ) S e t f o r t h i n Sec t ion 8 ( k ) ( i z ) he reof . 

( v i i ) S e t f o r t h i n the aeventh paragraph of 
t h e Guaranty. 

(n) The Lender and t h e Owner P a r t i c i p a n t aha l l have 
r ece ived an op in ion of Meaara. Day, Berry & Howard, counael 
for the Shipo%mer and the Bank, dated auch Del ivery Date and 
a a t i a f a c t o r y to the Lender and the Owner P a r t i c i p a n t , t o the 
e f f e e t : 

( i ) Se t f o r t h i n Sec t ion 6 (a ) hereof ; 

( i i ) S e t f o r t h i n Sec t ion 6(b) he reof except 
t h a t t h e op in ion aa t o judgmenta and o rde ra may b e 
g iven to the b e a t of aueh c o u n a e l ' a knowledge, t h a t 
Sec t ion 6(b) ( i i ) hereof may b e l i m i t e d to banking 
and t r u a t lawa i n the caae o f t h e Shipowner and Sec t ion 
6(b) ( i i i ) he reof may b e g iven to t h e b«.at of aueh 
coun ael* a knowledge; 

( i i i ) Tha t t he Shipowner 'a Ooeum>.?nta and the 
P a r t i c i p a t i o n Agreement and t h e T r u a t Agreement have 
been duly a u t h o r i z e d , executed and del . .vered by t h e 
Shipowner o r the Bank, aa the caae may b e , and t h a t 
each of t h e P a r t i c i p a t i o n Agreement and the T rua t 
Agreement i a t h e legad., v a l i d and b ind ing o b l i g a t i o n 
of the Bank enfbrceab le i n accordance wi th i t a terma; 

( iv ) S e t fb r th i n Sec t ion 6(d) hereof to the 
b e a t of such co i inse l ' a knowledge; 

(v) S e t fb r th i n Sec t ion 6(g) hereof with r e apee t 
to banking and t r u a t lawa wi th r e a p e e t to the 
Shipowner; and 
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(v i ) Tha t a Uniform Commercial Code f inancing 
a ta tement haa been duly f i l e d wi th t h e Sec re t a ry o f 
S t a t e of Connect icut naming the Shipowner aa deb to r 
and the Lender aa aecured p a r t y and no fu r the r a c t i o n , 
ine lud ing the f i l i n g o r recording of any document, 
i a neceaaary o r adv iaab le i n Coxmeetieut i n o r d e r 
t o e a t a b l i a h , p reaerve and p e r f e c t t h e Shipowner 'a 
l e g a l t i t l e to and i n t e r e a t i n each Veaael amd the 
Char te r and the mortgage and s e c u r i t y i n t e r e a t t h e r e i n 
c r e a t e d fbr t h e b e n e f i t o f t h e Lender, o t h e r than 
t h e f i l i n g of c o n t i n u a t i o n a ta tementa under t h e Uniform 
Commercieil Code. 

(o) Each op in ion of counael d e l i v e r e d purauant t o 
t h i a Sec t ion 8 a h a l l be addreaaed t o t h e Bank and may a t a t e 
one o r more of t h e following i 

( i ) t h e e n f o r c e a b i l i t y o f t h e r i g h t a and remediea 
provided i n any agreement a g a i n a t any p a r t i c u l a r p a r t y 
i a aubjec t to any a p p l i c a b l e bankruptcy , 
r e o r g a n i z a t i o n , inao lveney , moratorium o r o t h e r a imi l a r 
lawa a f f e c t i n g g e n e r a l l y t h e enforcement o f c r e d i t o r a ' 
r i g h t s from time to t ime i n e f f e e t ; 

( i l ) t he op in ion i a aubjec t to q u a l i f i c a t i o n 
in r e a p e e t of t he e f f e c t of e e r t a i n lawa and jud ic ia l , 
dee i a iona upon t h e e n f o r c e a b i l i t y o f c e r t a i n r i g h t a 
and remediea provided i n a apec i f i ed ina t rument ; 
p rovided , however, t h a t any op in ion a i b j e e t to aueh 
q u a l i f i c a t i o n aha l l f u r t h e r a t a t e t h a t none of auch 
lawa then i n fbrce and none of auch dee ia iona w i l l , 
i n t h e op in ion of aueh counae l , make the r i g h t a and 
remediea provided in a apec i f i ed inat rument inadequate 
for the p r a c t i c a l r e a l i z a t i o n of the b e n e f i t a o r 
a e c u r l t y in tended t o b e provided by such ina t rument ; 

( i i i ) t h e op in iona r e l a t i n g t o fac tua l ma t t e r a , 
in format ion wi th r e a p e e t to which l a i n t h e poaaeaaion 
of any peraon, f inn o r c o r p o r a t i o n , a r e baaed upon 
a c e r t i f i c a t e o r op in ion of , o r r e p r e a e n t a t i o n in 
w r i t i n g algned by , auch person o r by an o f f i c e r o r 
o f f i c e r a of auch firm o r c o r p o r a t i o n and t h a t counael 
g iv ing auch op in ion haa no t independent ly v e r i f i e d 
aueh factvial m a t t e r s ; provided, however, t h a t eaeh 
auch c e r t i f i c a t e , op in ion o r r e p r e a e n t a t i o n aha l l 
(unleaa independent ly d e l i v e r e d to the p a r t y r ece iv ing 
auch op in ion) b e a t t a c h e d to o r d e l i v e r e d wi th aueh 
o p i n i o n ; 
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(iv) with reapeet to the opiniona pertaining 
to the enforceability of an agreement or inatrument, 
no opinion ia expreaaed aa to the apeeific remedy 
that any court, other governmental authority, or 
arbitrator may grant, impoae or render and, in 
particular, no opinion ia expreaaed aa to the 
availability of equitable remediea aa auch fbr the 
enforcement of any proviaion of an agreonent governed 
by the lawa of admiralty; and 

(v) counael giving auch opinion do not purport 
to be experta on the lawa of any jurladiction o-^er . 
than the United Statea and Pexmaylvania in the caae 
of the opinion of Robert E. Mertz, Eaq., the United 
Statea and Maaaachuaetta in the caae of the opinion 
of Philip Sternatein, Eaq., the United Statea and 
Connecticut in the caae of Meaara, Day, Berry & Howard 
and the United Statea and New York in the caae of 
Meaara. Morgan, Lewia & Boekiua, and that, in reapeet 
of the lawa of any jurladiction other than auch atate 
referred to in the opinion rendered by them, they 
are relying completely on the opiniona of other 
counael, provided that a eopy of eaeh aueh opinion 
relied on ia attached to their opinion emd addreaaed 
to the Shipowner, the Owner Participant, the Lender 
and the Charterer. 

(p) On auch Delivery Date the Lender ahed.1 have 
received a certificate, dated auch Delivery Date, of the Owner 
Participant to the effect that ita repreaentationa and warrantiea 
aet forth in Section 5 hereof remain true and correct on and 
aa of such Delivery Dale. 

(q) The Shipowner ahall have received a Maater 
Carpenter* a Certificate and a full warranty bill of aale or 
other doeumenta of title for eaeh Veaael to be delivered on 
auch Delivery Date, duly executed by the Shipbuilder and, in 
the caae of the Charterer-Furniahed Equipment, if any, to be ' 
delivered on auch Delivery Date, a full warranty bill of aale 
or other doeumenta of title fbr auch Charterer-Furniahed 
Equipment, duly executed by the Charterer, and all auch 
inatrumenta ahall be in form and aiibatance satisfactory to the 
Owner Participant and the Lender. 
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( r ) The Shipowner aha l l have rece ived an invo ice 
from the Sh ipbu i lde r o r , i n the caae of any Char te re r -Furn iahed 
Equipment, t h e Cha r t e r e r d e l i v e r e d on aueh Del ivery Date ahowing 
t h e t o t a l coa t paid o r payable to the Sh ipbui lder o r the 
C h a r t e r e r fbr auch Veaael o r Char te re r -Furn iahed Equipment under 
t h e Cona t ruc t ion Con t r ac t , o r o the rwiae , apecifying any amounta 
p rev ioua ly r ece ived by aueh Shipbui lder i n r e a p e e t of aueh c o a t , 
and c e r t i f y i n g t h a t r e c e i p t by t h e Sh ipbui lder o r t he Cha r t e r e r 
o f amounta equal to aueh coa t a aheULl c o n a t i t u t e f u l l and complete 
d iaeharge of any and a l l o b i i g a t i o n a owing t o the Sh ipbu i lde r 
o r t he Cha r t e r e r in r e a p e e t of t h e payment fbr auch Veaael o r 
Char te re r -Furn iahed Equipment. 

(a) A l l co rpora t e and o t h e r proeeedinga, ine lud ing 
a l l f i l i n g a , r e g i a t r a t i o n a and record inga neceaaary o r adv iaab le 
t o aeeure o r p e r f e c t t he i n t e r e a t a of t h e Shipowner and the 
Lender contemplated hereby on aueh Del ivery Date i n connect ion 
wi th t h e t remaac t iona contemplated by t h i a Agreement and a l l 
doeumenta i n c i d e n t t h e r e t o a h a l l be a a t i a f a c t o r y i n fbrm and 
avbatanee to the Lender and the Owner P a r t i c i p a n t , and eaeh 
o f them a h a l l have rece ived auch doeumenta and evidence t he r eo f 
aa any of them o r t h e i r counael may r e q u e e t i n o rde r to e a t a b l i a h 
t h e conaummation of t h e t r a n a a c t l o n a contemplated by t h i a 
Agreement, t h e t ak ing of a l l c o r p c r a t e proeeedinga i n conzieetion 
t h e r e w i t h and compl iance 'wi th the cond i t i ona a e t f o r t h i n t h i a 
Sec t ion 8 . 

( t ) The inaurance c e r t i f i c a t e a and op in ion r e q u i r e d 
by Sec t ion 9 of t h e Char t e r a h a l l have been d e l i v e r e d to t h e 
Lender and the Owner P a r t i c i p a n t . 

(u) The Owner P a r t i c i p a n t ( i n t h e caae of the Lender) 
o r t h e Lender ( i n t h e caae of t h e Owner P a r t i c i p a n t ) aha l l have 
iTiade a v a i l a b l e i t a r e a p e c t i v e coc-.nitment on aueh Del ivery Date 
5n accordance wi th Sec t ion 2(e) ha reof . 

(v) Good and v a l i d t i t l e to t h e Veaaela aha l l have 
t e e n du ly , v a l i d l y and e f f e c t i v e l y conveyed and t r a n a f e r r e d 
by the Sh ipbu i lde r o r , i n the case of t h e Char te re r -Furn iahed 
Equipment, i f any, by the Cha r t e r e r to the Shipowner, f r ee and 
c l e a r of a l l Liena, t h e Vesse l s a h a l l have been duly documented 
i n t h e name of t h e Shipowner a s owner t he reo f i n accordance 
wi th t h e laws and r e g u l a t i o n s of t h e United S t a t e a , f r ee and 
c l e a r of a l l Liena o t h e r than the Liena c r e a t e d by o r permi t ted 
under the S e c u r i t y Agreement and the Cha r t e r , t h e T rua t 
Agreement, t h e Mortgage o r the Mortgage Supplement, aa t h e caae 
may b e , a h a l l have been duly recorded emd endorsed on t h e 
Veaaela* marine documents i n accordance wi th t h e laws and 
r e g u l a t i o n s of the United S t a t e s , c r e a t i n g a v a l i d f i r s t 
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pre f e r r ed sh ip mortgage on the Vesaela i n fitvor of t h e Lender, 
t h e Char te r and a p p l i c a b l e Char te r Supplement and the S e c u r i t y 
Agreement shed.1 have been f i l e d in accordance wi th 49 U.S.C. 
§11303, and f inancing a ta tementa s h a l l have been f i l e d i n 
accordance wi th t h e Connect icut Uniform Commercial Code. 

(w) Al l of t h e r e p r e a e n t a t i o n a and wa r r an t i e a of 
t h e Shipowner and t h e Bank a e t f o r t h i n Sec t ion 6 hereof aha l l 
b e t r u e i n a l l materied. r eapee t a on and aa of auch Del ivery 
Date and the Lender and the Owner P a r t i c i p a n t aha l l have rece ived 
c e r t i f i c a t e a from t h e Shipowner and the Bank t o aiich e f f e e t . 
The Lender and the Owner P a r t i c i p a n t aha l l a lao have rece ived 
auch c e r t i f i c a t e a firom t h e Sec re t a ry o r the Aaa i a t an t Sec re t a ry 
o f t h e Bank aa t o the Bank'a o f f i c e r a , r e a o l u t i o n a , By-Lawa 
and c h a r t e r documents aa the Lender o r the Owner P a r t i c i p a n t 
may reaaonably r e q u e a t . 

(x) The Owner P a r t i c i p a n t a h a l l have rece ived an 
op in ion of Joaeph A* Rlehardaon, J r . , Senior Vice P rea iden t 
and Reaident A t t o m e y for the Lender, da ted auch Del ivery Date 
and a a t i a f a c t o r y to the Owner P a r t i c i p a n t , t o the e f f e c t t h a t 
t h e Lender i a a C i t i z e n . 

Sec t ion 9 . Condit iona t o t h e Obi iga t iona of t h e 
C h a r t e r e r wi th Reapeet to Each Del ivery Date . The o b i i g a t i o n a 
o f the Cha r t e r e r to be performed on each Del ivery Date and t h e 
o b i i g a t i o n a t o execute and d e l i v e r doeumenta i n connect ion 
t h e r e w i t h a h a l l be a t b j e e t t o the a a t i a f a c t i o n o f t h e fbllowing 
cond i t i ona on auch Del ivery Date : 

(a) The cond i t iona in Sect iona 8 ( a ) , (u) and (v) 
hereof aha l l have been a a t i a f i e d . 

(b) The C h a r t e r e r a h a l l have r ece ived t h e documenta, 
o r copie a the reo f , i n eaeh caae a a t i a f a c t o r y i n fbrm and 
aubatance t o i t , deacr ibed i n Sec t iona 8 ( j ) , ( p ) , ( r ) , and Iw) 
he reof . 

(e) Since the da te of t h i a Agreement no change aha l l 
have occurred i n a p p l i c a b l e law o r in a p p l i c a b l e r e g u l a t i o n a 
the reunder o r i n i n t e r p r e t a t i o n a the reo f by r e g u l a t o r y 
a u t h o r i t i e a \di ich, i n the op in ion of counael to t h e C h a r t e r e r , 
would make i t i l l e g a l for the Cha r t e r e r o r the Shipowner to 
perform i t a o b i i g a t i o n a hereunder o r under the C h a r t e r . 
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(d) A l l of t h e r e p r e a e n t a t i o n a and w a r r a n t i e a of 
t h e Owner P a r t i c i p a n t , t h e Shipowner and the Lender a e t fb r th 
i n Sec t iona 5 , 6 and 7 hereof a h a l l be t r u e and c o r r e c t on and 
aa of aueh Del ivery Date wi th t h e aame e f f e c t aa i f eaeh had 
been made on auch d a t e , and each of t h e Lender, t h e Owner 
P a r t i c i p a n t and the Shipowner aha l l have performed a l l agreementa 
r equ i r ed to b e performed by i t on o r p r i o r to auch Del ivery 
Date under t h i a Agreement and t h e agreementa r e f e r r e d to h e r e i n 
t o which i t i a a p a r t y . 

(e) The Cha r t e r e r s h a l l have r ece ived eeieh of the 
op in ions desc r ibed in Sec t ion 8 hereof addreaaed to i t . 

Sec t ion 10 . Genered. Tax Indemnity, (a) The C h a r t e r e r 
ag reea t o pay, and on w r i t t e n demand t o indonnify and ho ld 
heurmleaa each Indemnitee (\diieh te rm, fo r t h e purpoae o f t h i a 
Sec t ion 10, a h a l l mean t h e Shipowner, t h e Bank, t h e Owner 
P a r t i c i p a n t , t h e Lender, t h e T r u a t E a t a t e and t h e i r r e a p e c t i v e 
aucceaaora and aaaigna) from any and a l l l i c e n a e and r e g i a t r a t i o n 
feea and any and a l l t axea , l e v i e a , impoata, d u t i e a , chargea 
o r wi thholdinga of any n a t u r e whataoever, t o g e t h e r wi th any 
p e n a l t i e a , f i nea , i n t e r e a t the reon o r a d d i t l o n a to tauc wi th 
r e a p e e t t h e r e t o ( c o l l e c t i v e l y , " t axea , feea o r o t h e r chargea") 
impoaed a g a i n a t any Indemnitee , t h e Veaaela o r emy p a r t t he reo f 
by any Fede ra l , a t a t e o r l o c a l government o r tax ing a u t h o r i t y 
i n the United S t a t e a o r by any fore ign country o r fore ign taucing 
a u t h o r i t y , upon o r w i th r e a p e e t o r r e l a t i n g t o : t h e Veaaela 
o r emy p a r t t he reo f ; t h e c o n a t r u c t i o n , purchaae, ownerehip, 
d e l i v e r y , c h a r t e r i n g , l oan f inanc ing , poaaeaaion, uae , o p e r a t i o n , 
maintenance, r e t u r n o r o t h e r d i a p o a l t i o n of the Veaaela o r any 
p a r t t he reo f ; t h e H i r e , proceeda r e e e i p t a o r earn inga a r i a i n g 
from t h e Veaaela ine lud ing i n t e r e a t , p r i n c i p a l and o t h e r amounta 
payable on t h e Secured Nbtea; t h e P r i n c i p a l Doeumenta o r emy 
the reof , o r t h e iaauance , a c q u i a i t i o n o r aiibaequent t r a n a f e r 
o f t h e Secured Notea, exc lud ing , however, a l l taxea« feea o r 
o t h e r chargea : 

(1) %riiich a r e on, baaed on, o r meaaured.by, 
t h e n e t income, c a p i t a l o r ne t worth (except aa a e t 
f b r t h i n the l e t t e r agreement of even da t e he rewi th 
between the Cha r t e r e r and the Owner P a r t i c i p a n t ) o r 
loana o r o t h e r Inveatmenta o f t h e Owner P a r t i c i p a n t 
o r t h e Lender o r which a r e i n the n a t u r e of a firanchiae 
tax fbr t h e p r i v i l e g e of doing bua ineaa , an exc iae 
t a x , a c a p i t a l ga ina t a x , exceaa p r o f i t a t a x , minimum 
tax for t ax p re fe rencea , accumulated earn inga t a x , 
peraonal holding company t a x , windfad.1 prof i t a t a x , 
auceeaaion o r e a t a t e t a x , o r a giroaa r e c e i p t tax (o the r 
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than a groaa r e c e i p t tauc i n t h e n a t u r e of a aad.ea 
o r uae o r rented, t a x ) , and which in any aueh caae 
a r e impoaed by (A) t h e United S t a t e a o r (B) any a t a t e 
o r l o c a l government o r taucing a u t h o r i t y i n t h e 
j u r l a d i c t i o n in which aueh Indemnitee haa i t a p r i n c i p a l 
o f f i c e o r the j u r l a d i c t i o n in which i a l o c a t e d an 
o f f i c e of t h e Lender o r the Owner P a r t i c i p a n t , aa 
the caae may b e , which i a t r e a t e d by aueh Indemnitee 
on t h e booka, r ecorda o r t ax r e t u r n a of aueh Indemnitee 
aa t h e o f f i c e through \Aich i t l a p a r t i c i p a t i n g i n 
t h e t r a n a a c t l o n a contemplated by t h i a Agreement o r 
(C) any o t h e r j u r l a d i c t i o n the impoai t ion of which 
e i t h e r r e a u l t a i n a r e d u c t i o n of auch Indemni tee ' a 
l i a b i l i t y fbr t axea , feea o r o t h e r chargea deacr ibed 
in Sijbclauaea (A) o r (B) hereof o r in the caae of 
t h e T r u a t E a t a t e to the e x t e n t t h a t auch t a x e a , feea 
o r o t h e r chargea on the T rua t E a t a t e r e a u l t i n a 
r e d u c t i o n of t h e 0«mer P a r t i c i p a n t ' s l i a b i l i t y fbr 
t axea , feea o r o t h e r chargea , o r (D) any o t h e r 
j u r l a d i c t i o n i n which aueh Indemnitee i a a<d)jeet t o 
t axea , feea o r o t h e r chargea aa t h e r e a u l t ao l e ly 
o f bua ineaa o r t r a n a a c t l o n a u n r e l a t e d t o the Overa l l 
T ranaac t lona ; 

(11) \Aileh a r e on o r a r e baaed on o r meaaured .. 
by any feea o r compenaation rece ived by t h e Shipowner 
fbr ae rv icea rendered in connect ion wi th t h e 
t remaac t iona contemplated hereby ; 

( i l l ) vAiieh a r e demonatrated to the reaaonable 
a a t i a f a c t i o n of auch Indemnitee to b e , and to t h e 
e x t e n t t h a t aueh t a x e a , feea o r o t h e r chargea a r e , 
enac ted o r adopted ua a d i r e c t a u b a t i t u t e for faea, 
teueea and -other chargea vAilch a r e now o r h e r e a f t e r 

C in effe«'?t and otheirwiae would have been impoaed on 
any Indemnitee and which a r e no t feea , t axea o r o t h e r 
chargea indemnified a g a i n a t under t h i a Sec t ion 10 
o r Sect.-Lon 11 hereof ; 

( i v ) t o t h e e x t e n t pa id b y , o r r e i sbu raed t o 
auch Indemnitee b y , any peraon o t h e r than the 
C h a r t e r e r ; 

(v) ^ i c h a r e p e n a l t i e a , f i nea , i n t e r e a t , 
a d d i t l o n a to tax and o t h e r a imi l a r chargea impoaed 
on any Indemnitee aa t h e r e a u l t of t he groaa negl igence 

O o r w i l l fill miaconduct of auch Indemnitee; 
« 

( v i ; \Aiich a r e impoaed aa a r e a u l t of a vo lun ta ry 
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o r i nvo lun ta ry t r a n a f e r o r o t h e r d i a p o a l t i o n by t h e 
Shipowner o r the Owner P a r t i c i p a n t of i t a i n t e r e a t 
i n the Veaael o r any p a r t t he reo f (o ther than purauant 
to Sec t ion 8 ( e ) , 14 o r 17 of t h e Char te r o r the 
aaaignment of t he Char te r o r t he g ran t ing of t h e 
a e c u r l t y i n t e r e a t purauant t o the S e c u r i t y Agreement 
emd Mortgage), un leaa , i n each caae , an Event of 
Defaul t aha l l have occurred and be con t inu ing ; and 

( v i i ) %Aiieh a r e impoaed wi th r e a p e e t to any 
pe r iod a f t e r t h e t e r m i n a t i o n o r e x p i r a t i o n of t h e 
Char t e r Pe r iod , excep t dur ing any pe r iod i n vAiich 
t h e Shipowner o r the Lender l a exe re i a ing any remedy 
purauant to Sec t ion 20 of t h e C h a r t e r ; 

provided t h a t notwi tha tanding t h e fbregoing exc lua lona , t h e r e 
a h a l l no t b e excluded any taucea, feea o r o t h e r chargea impoaed 
by any j u r l a d i c t i o n , on , baaed on, o r meaaured b y , n e t income 
r e a u l t i n g d i r e c t l y o r i n d i r e c t l y (whether by i n c l u a i o n of an 
i tem i n groaa income, diaed.lowanee of a e r e d i t a g a i n a t t a x , 
diaed.lowanee of a deduc t ion for d e p r e c i a t i o n o r o therwiae) from 
(w) t h e C h a r t e r e r ' a r e c e i p t o f o r r i g h t t o r e c e i v e any refund 
o r e r e d i t pu r suan t t o the Cona t ruc t ion Con t rae t o r (x) any 
payment by t h e Sh ipbu i lde r i n a a t l a f a c t i o n o.? a c laim a g a i n a t 
t h e Sh ipbu i lde r wi th r e apee t to the Veaaela ^jnder amy warremty 
o r indemnity p rov ia ion of t h e Cona t ruc t ion Con t rac t o r fbr 
f a i l u r e t o meet t h e a p e c i f i c a t i o n a a t t a c h e d t h e r e t o ; and provided , 
f inrther, t h a t aueh indemni f i ca t ion s h a l l no t b e r equ i r ed ao 
long aa and only t o the e x t e n t t h a t , any auch t a x , fee o r o t h e r 
charge which i a no t impoaed by way of wi thholding i a be ing duly 
con tea ted ( inc lud ing by payment of t a x , i f r equ i r ed ) by t h e 
C h a r t e r e r i n good f a i t h (and for the payment of vAiich adequate 
r e a e r v e s have been provided) by a p p r o p r i a t e proeeedinga ao long 
aa aueh proeeedinga do not i nvo lve , i n the r»ood f a i t h 
de t e rmina t i on of the Owner P a r t i c i p a n t and the Lender, t h e a a l e , 
f o r f e i t u r e o r l oaa o f any Veaael o r any in t6 . rea t t h e r e i n . 

(b) C h a r t e r e r f u r t h e r aigreea t h a t , wi th r e a p e e t 
t o any payment o r indemnity hereunder , auch payment o r indemnity 
a h a l l inc lude any amount neceaaary t o hold harmleaa the r e c i p i e n t 
o f t h e payment o r indemnity on an a f t e r - t a x b a a i a from a l l t axea , 
feea o r o t h e r chargea r equ i r ed to be paid by auch r e c i p i e n t 
w i th r e a p e e t to auch payment o r indemnity under the lawa o f 
any Federed., a t a t e o r locad. government o r tax ing a u t h o r i t y i n 
t h e United S t a t e a o r any fore ign country o r fore ign tax ing 
a u t h o r i t y . 
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(e) I f any Indemnitee r e a l i z e a a n e t tax b e n e f i t 
under the federa l and any a p p l i c a b l e a t a t e income o r f ranehiae 
t ax not taken in to aeeount under Sec t ion 10(b) hereof aa a r e a u l t 

,- o f i n c u r r i n g any t a x e a , feea o r o t h e r chargea g iv ing r i a e t o 
a r i g h t of indemni f ica t ion purauauit to t h i a Sec t ion 10 (whether 
auch tauc b e n e f i t aha l l be by meana of t ax c r e d i t o r deduc t i on ) , 
aueh Indemnitee a h a l l pay t o the C h a r t e r e r an amount equal to 
t h e aum of auch n e t teuc b e n e f i t p lua any n e t tax b e n e f i t r e a l i z e d 
aa t h e r e a u l t of any payment to the C h a r t e r e r purauant to t h i a 

^^ aentenee when, a a , i f and to the e x t e n t r e a l i z e d ; provided t h a t 
(A) auch aum ahad.1 no t exceed the exceaa of the amounta 
p rev ioua ly paid by t h e Cha r t e r e r to the Indemnitee purauant 
t o t h i a Sec t i on 10 over t h e amounta p rev ioua ly paid by t h e 
Indemnitee to t h e C h a r t e r e r purauant to t h i a Sec t ion 10 i n 
r e a p e e t of auch t axea , feea o r o t h e r chargea, (B) auch aum aha l l 
no t b e payable be fb re auch t ime aa t h e C h a r t e r e r aha l l have 
made ed.1 paymenta and indemni t iea then due purauant t o t h i a 
Agreement and (C) auch aum a h a l l no t be payable a t any t ime 
when an Event of Defaul t a h a l l be c o n t i n u i n g . Each Indemnitee 
a h a l l i n good f a i t h uae reaaonable e f f o r t a i n f i l i n g i t a t a x 
r e t u r n a and i n dea l ing wi th t ax ing a u t h o r i t i e a to aeek and claim 
any auch tax b e n e f i t . For purpoaea o f t h i a Sec t ion 10 a n e t 
teuc b e n e f i t aheill be deemed to b e r e a l i z e d when and to the e x t e n t 
t h a t any tax t r ea tmen t o therwiae payable i a reduced o r e l imina ted 
the reby o r a tax refund a t t r i b u t a b l e t h e r e t o i a r e c e i v e d . 

(d) I f any proceeding ( inc lud ing t h e w r i t t e n claim 
o r w r i t t e n t h r e a t of auch proceeding) i a commenced a g a i n a t any 

^ Indemnitee for emy auch t a x , fee o r o t h e r charge , aueh Indemnitee 
a h a l l promptly n o t i f y t h e C h a r t e r e r . I f reaaonably requea ted 
by t h e C h a r t e r e r i n w r i t i n g , aueh Indemnitee aha l l upon r e c e i p t 
o f a a t i a f a c t o r y aaaurancea and a t t he expenae of the Cha r t e r e r 
( i n c l u d i n g , wi thout l i m i t a t i o n , a l l c o a t a , expenaea, l o a a e a , 
l e g a l and accountanta* feea and dieburaementa p e n a l t i e a and 

^̂  i n t e r e a t ) e i t h e r 

(1) i n good f a i t h e o n t e a t ( a f t e r c o n a u l t a t l o n 
w i t h t h e C h a r t e r e r ) , i n the name of the Cha r t e r e r 
o r aueh Indemnitee , t h e v a l i d i t y , a p p l i e a b i l t y o r 
amount of auch t a x , fee o r o t h e r charge by (A) 
r e a i a t i n g payment the reo f i f auch Indemnitee i n i t a 
f u l l d i a c r e t i o n s h a l l determine auch course o f a c t i o n 
to be a p p r o p r i a t e , (B) no t paying the aame except 
under p r o t e a t , i f p r o t e a t i a neceaaary and proper , 
and (C) i f payment be made, us ing reaaonable e f f o r t a 
to o b t a i n a refund t he r eo f i n a p p r o p r i a t e 

C . a d m i n i a t r a t i v e and j u d i c i a l proeeedinga, o r 

( i i ) i f auch c o n t e s t may b e undertaken by t h e 
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Charterer in ita own name or on behalf of auch 
Indemnitee, permit the Charterer to eonteat the 
validity, applicability or amount of auch tax, fee 
or otiier charge; 

provided that no auch eonteat ahall be permitted if it will 
reault in the aale, forfeiture or loaa of any Veaael or any 
part thereof or intereat therein, or in the creation of a Lien 
thereon vdiich ia not fully bonded; provided further that the 
Charterer ahall not be deemed to be in default under thia 
Agreement ao long as any Indemnitee or the Charterer, as the 
caae may be, ahall diligently proaecute aueh eonteat aa permitted 
hereunder. 

(e) If any Indemnitee ahall obtain a refund of all 
or any part of auch tax, fee or other charge paid by the 
Charterer auch Indemnitee ahall pay the Charterer the amount 
of auch refund; provided that auch amount ahall not be payable 
before auch time a a the Charterer ahad.1 have made ed.1 paymenta • 
then due under thia Section 10. If in addition to auch refund 
auch Indemnitee ahad.1 receive an amount repreaenting intereat 
on the amount of such refund, the Charterer shall be paid that 
proportion of such interest which ia foirly attributable to 
taxea, feea or other chargea paid by the Charterer prior to 
.tl:e receipt of aueh refund. 

(f) In caae any report or return ia required to be 
made with reapeet to any obligation of the Charterer under thia 
Section 10 or ariaing out of thia Section 10, the Charterer 
will either make auch report or return in auch manner aa will 
ahow the ownerahip of the Veaaela in the Shipowner, and aend 
a eopy of auch report or return to the Indemnitee, or will notify 
tlie Indemnitee of auch requirement and make auch report ox return 
i:>t auch manner aa ahall be aatiafactory to the Indemnitee. 
ovided that \Aiere auch return or report ia required to lefleet 
tema in addition to taxea, feea or other chargea impoaed on 

ov borne or indemnified by Charterer under thia Section, the 
Ciarterer ahall only.be obligated to provide auch Indemnitee 
with information auf fie lent to permit auch return or repoi-t 
to be properly made with reapeet to the taxea, feea or other 
chargea fbr which the Charterer ia reaponaible (and the Charterer 
ahad.1 hold each Indemnitee harmleaa from and againat any 
liabilitiea, obiigationa, loaaea, damagea, penedtiea, claima, 
aetiona, auita and coata arising out of any inaufficieney or 
inaccuracy of information so provided). 

f 
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(g) In the caae of any taxea, feea or other charge 
that are reported on a conaolldated or conbined baaia by any 
Indemnitee or ita Affiliatea, the amount of the indemnity or 
any payment by or to the Charterer under thia Section 10 in 
reapeet of auch taxea, feea or other chargea ahall be computed 
with reference to the rulea applicable to the conaolldated or 
combined return of auch Indemnitee and auch Affiliatea. 

Section 11. Special Income Tax Indemnity, (a) 
Intended Tax Benefita. The Owner Participant intenda, for 
purpoaea of the Code and of the atate and local tax lawa of 
the jurladiction in which the Owner Participant* a prinelped. 
place of buaineaa ia located that are baaed on or meaaured by 
net income of the Owner Participant (auch Federal, atate and 
local tax lawa being herein referred to aa "Income Tax Laws"), 
to take the following deductiona ("Depreciation Deductiona"): 
(i) fbr purpoaea of the Code, recovery deductiona purauant to 
Code Section 168 in reapeet of eaeh Veaael baaed on 100 percent 
of the Veaael Coata of eaeh Veaael, in an amount equal to the 
following pereentagea of aueh baaia: 15% fbr calendar year 
1981, 22% fbr calendar year 1982, and 21% for eaeh of the 
calendar yeara 1983, 1984 and 1985; and (11) fbr purpoaea of 
other Income Tax Lawa, depreciation deductiona in reapeet of 
each Veaael on the baaia of tne aaune aaaumptiona aet forth above 
in reapeet of the Code, but only if and to the extent auch 
recovery or depreciation deductiona are ed.lowable under aueh 
Income Teuc Lawa aa they exiat aa of the date of this Agreement 
(prior to any Change in Tax Law reapecting recovery or 
depreciation deductiona, whether or not auch Change in Tax Law 
ia retroactive). 

(b) Repreaentationa and Warrantiea by the Charterer. 
The Charterer repreaenta and warranta to the Owner Participant 
that (1) the Charterer will :«ot at any time during the term 
of the Charter, uae or fall -o uae <.ny Veaael in aueh a way 
aa to dlaquallfy auch Veaael for the Depreciation Deduction; 
and (11) the Charterer will riaintain aufficient recorda to verify 
uae of the Veaael in the mawier above provided, vAiich recorda 
will be made available for inapeetion and copying to the Owner 
Participant within 30 daya after receipt of a written demand 
therefor. The aole remedy of the Owner Participant fbr breach 
of any of the fbregoing representationa and warrantiea ahall 
be the indemnity provided below. 
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(e) Income Tax Indemni f i ca t i on . I f by reaaon of 
(1) any a c t o r f a i l u r e to a c t of t he C h a r t e r e r ( r ega rd l eaa of 
whether any auch a e t o r f a i l u r e to a e t i a permi t ted o r r equ i red 
by t h e terma of the Char te r o r o t h e r w i a e ) , o r (11) the b r each 
o f o r inaccuracy i n law o r i n f a c t of any of t h e C h a r t e r e r ' a 
r e p r e a e n t a t i o n a and w a r r a n t i e a a e t f o r t h i n Sec t ion 11(b) hereof 
o r t he b reach of any of t h e r e p r e a e n t a t i o n a and w a r r a n t i e a made 
by the Cha r t e r e r i t a e l f and ae t f o r t h i n any c e r t i f i c a t e o r 
document executed and d e l i v e r e d by t h e Cha r t e r e r in connect ion 
wi th t h e e loa inga apec i f i ed i n Sec t ion 2 hereof o r i n connect ion 
wi th t h e d e l i v e r y and acceptance of any Veaael ( exc lud ing , among 
o t h e r t h i n g a , any a p p r a i a a l o r o t h e r item de l i ve r ed b u t not 
made by t h e C h a r t e r e r ) , o r ( i i l ) the aa l e o r o t h e r d i a p o a l t i o n 
o f any Veaael o r t h e i n t e r e a t o f t h e Owner P a r t i c i p a n t t h e r e i n 
dur ing t h e cont inuance o f an Event o f Defau l t , t h e Owner 
P a r t i c i p a n t ahad.1 l o a e , o r ahad.1 not have, o r aha l l loae t h e 
r i g h t to c la im, o r a h a l l auffer a d iaa l lowance of o r ahad.1 be 
r equ i r ed to r e c a p t u r e a l l o r any p o r t i o n o f the Deprec ia t ion 
Deduction wi th r e a p e e t t o ed.1 o r p a r t of any Veaael for purpoaea 
o f t h e Income Tax Lawa, o r i f for Feder ad. income tax purpoaea 
any i tem of income, l o a a o r deduct ion wi th r e a p e e t to emy Veaael 
i a t r e a t e d aa der ived from, o r a l l o c a b l e t o , aourcea o u t a i d e 
t h e United S t a t e a ( A e t h e r o r no t any fo re ign income teueea 
impoaed aa a r e a u l t t he r eo f may b e c r e d i t e d a g a i n a t Fedc.rad., 
a t a t e o r locad. income t axea of t h e Owner P a r t i c i p a n t ) , o r i f 
t h e r e aha l l be included i n the groaa income of t h e Owner 
P a r t i c i p a n t fbr FedereLL, a t a t e o r l o c a l income tax purpoaea 
any eunount on account o f any a d d i t i o n , mod i f i ca t ion o r 
Improvement t o o r i n r e a p e e t o f any Veaael made o r paid fbr 
by t h e Cha r t e r e r not e o n a t i t u t i n g a pe rmi t t ed inveatment by 
t h e C h a r t e r e r under Rev.Proc. 79-48 (any auch l o a a , diaallovfance, 
r e c a p t u r e , t r e a t m e n t o r i nc lua ion be ing h e r e i n a f t e r c a l l e d a 
"Tax Loaa") , t hen i n any auch caae , t h e Baalc Char te r Hire 
a p p l i c a b l e to eaeh aueh Veaael a h a l l , on the Char t e r Hire Payment 
Date next fbllowing t h e da t e on ^ i c h t h e l i a b i l i t y o f the 
C h a r t e r e r hereunder aha l l become fixed aa h e r e i n a f t e r provided , 
and on eaeh aucceedlng Char te r Hire Payment Date, b e increaaed 
by aueh eunount fbr aueh Veaael which ( a f t e r deduct ion of a l l 
t axea r equ i r ed to be pa id by the Owner P a r t i c i p a n t aa a r e a u l t 
o f t he Owner P a r t i c i p a n t ' a r e c e i p t of auch auma under the lawa 
o f t h e United S t a t e a o r any pol i t iced . aubdiv ia ion the reo f o r 
any fore ign teucing a u t h o r i t y , i n eaeh caae c a l c u l a t e d on the 
aaaumption t h a t auch t a x i a payable a t t he h i g h e a t then 
a p p l i c a b l e marginal teuc r a t e ) , when taken t o g e t h e r wi th the 
p o r t i o n of t h e Baalc Char te r Hire i n a t a l l m e n t a due on auch da t ea 
under the Char te r which a r e to be d i a t r i b u t e d to the Owner 
P a r t i c i p a n t w i l l , i n the Owner P a r t i c i p a n t * a reaaonable op in ion , 
main ta in the Owner P a r t i c i p a n t * a a f t e r - t a x economic and 
account ing y i e l d and overed.1 n e t a f t e r - t a x eaah flowa in r eapee t 
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of aueh Veaael at a level which ia not leaa than the aame level 
that would have been available if axich Tax Loaa had not occurred, 
and the Charterer ahad.1 pay to the Owner Participant an amount 
which (after the deduction of any additional taxea required 
to be paid by the Owner Participant in reapeet of the Owner 
Participant* a receipt of auch amount and after deduction to 
the Owner Participant (to the extent aillowable) of any intereat 
and penaltiea indemnified againat, all computed on the aaaumption 
that auch taxea are payable at the higheat then applicable 
marginal tax rate) aheill be eqvial to the amount of any intereat 
or penalty \Ailch may be impoaed in connection with auch Tax 
Loaa. In the event that the Charter ia terminated with reapeet 
to any Veaael with reapeet to which auch Tax Loaa haa occurred 
prior to the time the Charterer ia obligated to make paymenta 
to the Owner Participant aa aet fbrth in the preceding aentenee 
(either beeauae no auch payment obligation had become fixed 
under aueh aentenee prior to aueh termination or beeauae the 
due date of any auch payment or paymenta ahall occur following 
auch termination), then the Charterer ahall pay to the Owner 
Participant, in lieu of auch payment or paymenta, on or before 
30 daya after the liability of the Charterer hereunder ahall . 
become fixed aa hereinafter provided, auch lump aum aa ahall 
be neceaaary, in the Owner Participant'a reaaonable opinion, 
to maintain the Owner Participant* a after-tax economic and 
accounting yield and overall net after-tax eaah fLowa in reapeet 
of auch Veaael at a level which ia not leaa than the aame level 
that would have been available if aueh Tax Loaa had not occurred, 
plua an amount ̂ ich (after the deduction of any additional 
taxea required to be paid by the Owner Participant in reapeet 
of the Owner Participant*a receipt of auch amount and after 
deduction to the Owner Participant (to the extent allowable) 
of any intereat and penaltiea indemnified againat, all computed 
on the aaaumption that auch taxea are payable at the higheat 
then applicable marginal tax rate) ahall be equal to the amount 
of any intereat or penalty which may be impoaed in connection 
with auch Tax Loaa. 

The Charterer ahall have the option in reapeet of 
any Tax Loaa aubject to Indemnification to pay the Owner 
Participant, in lieu of the amount apecified in the aeeond 
preceding aentenee, auch lump sum amount aa ahall, in the Owner 
Participant* a reaaonable opinion, maintain the Owner Participant 
after-tax economic and accounting yield and overall net after
tax eaah flowa in reapeet of aueh Veaael at a level which ia 
not leaa than the aame level that would have been available 
had auch Tax Loaa not occurred, and the Charterer ahall ed.ao 
pay to the Owner Participant an amount vAiieh (after the deduction 
of any additional taxes required to be paid by the Owner 
Participant in respeet of the Owner Participant'a receipt of 
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such amount and a f t e r deduct ion ( to t h e e x t e n t a l lowable) of 
any i n t e r e s t and p e n a l t y indemnified a g a i n s t , a l l c a l c u l a t e d 
on the assumption t h a t such t axea a r e payable a t t he Then Cur ren t 
Ratea, baaed on t h e lawa e x i a t i n g aa of t h e d a t e of auch 
computation) a h a l l be equal to any i n t e r e a t o r pena l t y which 
may b e impoaed in connect ion wi th auch Tax Loaa. The term "Then 
Cur ren t Ratea" for any pe r iod meana t h e h i g h e a t r a t e a then 
g e n e r a l l y a p p l i c a b l e to bua ineaa c o r p o r a t i o n a . 

Except aa o therwiae a p e e l f i e a l l y provided h e r e i n o r 
aa t h e con tex t may o therwiae c l e a r l y r e q u i r e , a l l c a l c u l a t i o n s 
o f " a f t e r - t a x economic and acco iu t ing y i e l d and o v e r a l l n e t 
af ter- tauc eaah flowa" r equ i r ed purauan t t o t h i a Sec t ion 11 ahad.1 
b e determined on the b a a i a o f t h e aaaumptiona ( inc lud ing wi thout 
l i m i t a t i o n F e d e r a l , a t a t e and locad. income tax r a t e a , which 
r a t e a a r e h e r e i n c a l l e d "Aaaumed Tax R a t e a " ) , and method of 

( a n a l y a i a u t i l i z e d by t h e Owner P a r t i c i p a n t to compute auch 
amounta i n o r i g i n a l l y eva lua t i ng the t r a n a a c t l o n a ; p rovided , 
however, t h a t auch aaaumptiona a h a l l be ad jus ted to take i n t o 
account any aaaumptiona u t i l i z e d in ad jua t ing Hire Fac tora â a 
a r e a u l t of a Change purauant to Sec t ion 23 hereof and a lao 
t o take i n to aeeount any l o a a o r ga in to the Owner P a r t i c i p a n t 
o f a tax b e n e f i t no t aubjec t to indemni f ica t ion hereunder (o the r 
than by v i r t u ) of a mod i f i ca t ion o r o t h e r change in tax l aw) ; 
and provided , f u r t h e r , t h a t (1) where auch ea le td .a t ion i a t o 
b e made a f t e r g iv ing e f f e e t to any Tauc Loaa auch c a l c u l a t i o n 
aha l l a lao take i n t o account the eircumatancea and eonaequencea 
o f aueh Loaa, ine lud ing the F e d e r a l , a t a t e and l o c a l t ax b e n e f i t a 

V. from deduct iona to b e read.ized by t h e Owner P a r t i c i p a n t a r i a i n g 
from any Tax Loaa o r from any tax indemnified a g a i n a t , a l l 
computed ualng ( fo r eaeh a p p l i c a b l e per iod) t h e Then Cur ren t 
Ratea, baaed on the law e x i a t i n g aa of the da t e of computat ion; 
and (11) the addltioned. Fede ra l , a t a t e and l o c a l t axea payable 
t o the Owner P a r t i c i p a n t wi th r e a p e e t to the r e c e i p t o r acc rua l 
o f any indemni f i ca t ion aha l l be computed on the b a a i a o f t he 
a p p l i c a b l e Then Cur ren t Ratea, baaed on the law e x i a t i n g aa 
o f t h e d a t e of computat ion. 

In t h e even t t h e Owner P a r t i c i p a n t a h a l l a t any t ime 
o r from time to time a c t u a l l y r e a l i z e any b e n e f i t ( i n c l u d i n g , 
wi thou t l i m i t a t i o n , t ax c r e d i t a ) under any Income Tax Law n o t 
p rev ioua ly taken in to account , e i t h e r for purpoaea o f computing 
t h e indemni f ica t ion under t h i a Sec t ion 11 o r any adjuatment 
o f Hi re Fac tora under Sec t ion 23 hereof , i n determining t h e 
" a f t e r - t a x economic and account ing y i e l d and o v e r a l l n e t a f t e r 
t a x eaah flows" a r i s i n g from any Tax Loaa, t hen the Owner 
P a r t i c i p a n t aha l l pay. t o t h e Cha r t e r e r an amount equal to the 
aum of (x) t h e ' n e t r e d u c t i o n from time to time i n teueea under 
t h e Income Tas. Lawa ( a t t he Then Curren t Ratea for t h e pe r iod 
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i n vAiich aueh b e n e f i t i a a c t u a l l y r e a l i z e d ) by t h e Owner 
P a r t i c i p a n t from time t o t ime a t t r i b u t a b l e t o aueh teuc b e n e f i t 
p lua (y) the amount of a d d i t i o n a l n e t r e d u c t i o n i n teueea a c t u a l l y 
r e a l i z e d ( a t the a fo reaa id t ax r a t e a ) by t h e Owner P a r t i c i p a n t 
from time to time under the Income Tax Lawa aa a r e a u l t of any 
payment purauant to e lauaea (x) and (y) of t h i a aentenee when, 
a a , i f and to t h e e x t e n t r e a l i z e d ; provided t h a t (A) auch aum 
a h a l l no t exceed t h e exceaa o f t h e amounta p rev ioua ly pa id by 
t h e C h a r t e r e r to the Owner P a r t i c i p a n t purauant to t h i a Sec t ion 
11 over t h e amounta p rev ioua ly pa id by t h e Owner P a r t i c i p a n t 
t o t h e C h a r t e r e r purauant to t h i a Sec t ion 1 1 , (B) auch aum s h a l l 
no t b e payable be fb re auch t ime aa t h e C h a r t e r e r aha l l have 
made a l l paymenta and indemni t iea then due purauant t o t h i a 
Sec t ion 11 and (C) aueh aum a h a l l no t b e payable ao long aa 
an Event of Defaul t aha l l be c o n t i n u i n g , provided auch amount 
a h a l l be paid to the C h a r t e r e r when t h e r e i a no longer an Event 
o f Defau l t . The Owner P a r t i c i p a n t a h a l l i n good f a i t h uae 
reaaonab le e f f b r t a i n f i l i n g i t a t a x r e t u r n a and in dea l ing 
w i th t ax ing a u t h o r i t i e a t o aeek and c la im any aueh tax b e n e f i t . 
For purpoaea of t h i a Sec t ion 11 a n e t tauc b e n e f i t a h a l l be deemed 
t o b e r e a l i z e d when and t o t h e e x t e n t t h a t any teuc t r ea tmen t 
o therwiae payable i a reduced o r e l imina ted thereby o r a tauc 
refund a t t r i b u t a b l e t h e r e t o i a r e c e i v e d . Any amount payable 
by t h e Owner P a r t i c i p a n t to the C h a r t e r e r purauant to the 
foregoing a h a l l be pa id not l a t e r than 30 daya a f t e r t he d a t e 
t h e Owner P a r t i c i p a n t r e a l i z e a (o r i a deemed to have r e a l i z e d ) 
any auch r e d u c t i o n i n teueea. 

Anything i n t h i a Sec t ion 11 t o t h e c o n t r a r y 
no twi tha tand ing , t h e C h a r t e r e r aha l l no t be r equ i r ed to make 
any payment to t h e Owner P a r t i c i p a n t provided fbr t h e r e i n i f 
t h e Owner P a r t i c i p a n t aha l l have auf fared any Teuc Loaa wi th 
r e a p e e t to a l l o r p a r t of any Veaael aa a r e a u l t of t h e 
occur rence of any of t h e following even^.s: 

(1) an Event o f Loaa wi-ch .reapeet to aueh Veaael , 
i f t h e C h a r t e r e r aha l l have paid to t h e Shipowner 
t h e f u l l amounta a t i p u l a t e d wider Sec t ion 14 of t h e 
C h a r t e r ; 

( i l ) an Event o f Defaul t wi th r e a p e e t to aueh 
Veaael i f (x) where the Veaael i a no t aold purauant 
to Sec t ion 20 of the Char te r t he Owner P a r t i c i p a n t 
aha l l have rece ived the f u l l amount r equ i r ed to be 
paid by t h e C h a r t e r e r pursuan t to Sec t ion 20 of t h e 
Char te r (o r i f t h e Owner P a r t i c i p a n t aha l l be unable 
t o o b t a i n poaaeaaion of auch Veaael t he amount of 
t h e a p p l i c a b l e S t i p u l a t e d Loaa Value) , o r (y) where 
t h e Veaael a h a l l be aold purauant to aueh Sec t ion , 
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if the Owner Participant ahall have received from 
the net proceeda of auch aale and amounta paid by 
the Charterer purauant to Section 20 of the Charter 
the amount of the applicable Stipulated Loaa Value 
of auch Veaael; 

(iil) a aaJLe of auch Veaael or any Cover by 
the Shipowner purauant to Section 8(e) or 17 of the 
Charter, if the Charterer ahall have paid to the 
Shipowner the full amounta atipulated under Section 
8(e} or 17 of the Charter, aa applicable; 

(iv) a voluntary or involuntary tranafer or 
other diapoaltion by the Shipo%mer or the Owner 
Participant of ita intereat in auch Veaael (other 
than purauant to Sectiona 8(e), 14 or 17 of the Charter 
or the aaaignment of the Charter or the granting of 
the aecurlty intereat purauant to the Security 
Agre«nent and Mortgage), unleaa, in each caae, an 
Event of Default 8hed.l have occurred and be continuing; 

(v) the failure of the Owner Participant to 
claim in a timely and proper manner the Depreciation 
Deduction (unleaa the Owner Participant ahall have 
received an opinion of Tax Counael (aa hereinafter, 
defined) to the effeet that there ia no reaaonable 
baaia for auch claim), unleaa aueh failure ia 
attributable to one or more of the eventa or 
occurrencea giving riae to indemnification by the 
Charterer under thia Section 11(e); or 

(vl) the execution of Principal Doeumenta and 
the other doeumenta referred to therein, the righta 
and obiigationa thereby created, or the entering into 
any of the tranaactlona contemplated by any of the 
foregoing. 

The liability of the Charterer for the payment of 
the indemnity eunounta apecified in thia Section 11 aliad.1 beeome 
fixed (1) on the date of a Final Determination (hereinafter 
defined) if the Charterer electa to eonteat the Tax Loaa purauant 
to the proviaiona of Section 11(d) hereof and if the Shipowner 
haa received the Tax Counael Opinion (hereinafter defined) from 
Tax Counael, and (11) otherwiae on the date when the Shipowner 
makea payment of the tax attributable to auch Tax Loaa, but 
in either caae not earlier than 30 daya after the receipt by 
the Charterer of a written demand fbr payment, accompanied by 
a written atatement deacribing in reaaonable detail the related 
Teuc Loss and the computation of the amovmt ao payable. 
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(d) Conteat. In the event a claim ahall be made 
by any taxing authority againat the Owner Participant that a 
Teuc Loaa haa occurred and which claim, if aucceaaful, would 
reault in paymenta by the Charterer hereunder, and if, in the 
opinion of tax counael ael eeted by the Charterer and who ahall 
not be an employee of the Owner Participant and ahall be 
reaaonably acceptable to the Owner Participant ("Tax Coimael"), 
a bona fide defanae to auch claim exlata, the Owner Participant 
ahall, provided that no Event of Default exlata, upon the 
Charterer'a written requeat and at the expenae of the Charterer, 
eonteat auch matter in auch fbrm aa the Owner Participant ahall 
aeleet, conaidering in good faith auch requeat aa the Charterer 
may make concerning the moat appropriate fbrum in which to 
proceed. The Owner Participant ahall not be obligated to take 
any auch legal or other appropriate action unleaa it haa received 
an opinion (the "Tax Counael Opinion") from Tax Counael that 
a bona fide defenae to aueh claim exlata and the Charterer ahall 
firat have indemnified the Owner Participant for all coata and 
expenaea \Alch may be incurred by the Owner Participant in 
eonteating auch claim and ahall have furniahed the Owner 
Participant with auch reaaonable aecurlty therefor aa may be 
requeated. The action to be taken may, in the Owner 
Participant' a aole diacretion, be commenced prior to making 
payment of any tax and intereat and/or penalty attributable 
to aueh claim (a "Tax Payment") or after making auch Tax Payment 
and then aulng fbr a refund. If the Owner Participant takea 
auch action prior to making auch Teuc Payment, the indemnity 
amounta payable hereunder with reapeet to the Tax Loaa need 
not be paid by the Charterer while aueh action ia pending; 
provided that the Charterer ahall pay the coata and expenaea 
relating to aueh action when and aa the aame ahall become due. 
If the Owner Participant makea aueh Tax Payment prior to 
eonteating the matter, and then auea fbr a refund, the Charterer 
will advance to the Owner Participant, on an intereat-free baaia, 
an amount equal to the tax, intereat and penaltiea attributable 
to auch claim. If the Owner Participant auea fbr a refund after 
making aueh Tax Payment, and if the Final Determination ahall 
be in favor of the Owner Participant (1) no future paymenta 
ahall be due hereunder in reapeet of aubh matter (or an 
appropriate reduction shall be made if the Final Determination 
ia partly in favor of and partly adverae to the Owner 
Participant) other than any outatanding coata or expenaea 
incurred by the Owner Participant with reapeet to aueh conteat, 
and (11) the Owner Participant ahall pay to the Charterer an 
amount equal to the indemnity amounta theretofore paid by the 
Charterer to the Owner Participant in rea^ct .of. the .Tax Payment 
(or a proportionate part thereof if the Final Determination 
la partly adverae to the Owner Participant on or befbre auch 
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next succeeding Charter Hire Payment Date (or within thirty 
(30) daya from auch Fined. Determination, if there ia no 
aucceedlng Charter Hire Payment Date), together with the amount 
of any penalty or intereat actually refunded to the Owner 
Participant aa a reault of auch Final Determination. If the 
Final Determination of any eonteat (whether purauant to a 
deficiency or refund proceeding) ahad.1 be adverae to the Owner 
Participant, the indemnity amounta payable hereunder with reapeet 
to the Tax Loaa ahall be computed by the Owner Participant aa 
of the date of auch Final Determination, the Owner Participant 
ahad.1 notify the Charterer in writing of auch computation and 
the Charterer ahall make amd/or commence making payment with 
reapeet thereto in accordance with Section 11(e) hereof. If 
any auch claim referred to above ahall be made by any taxing 
authority and the Charterer ahall reaaonably have requeated 
the Owner Participant to conteat aueh claim, and the Owner 
Participant ahall have received the Tax Counael Opinion from 
Tax Counael and the Charterer ahall have duly complied with 
all of the terma of thia Agreement, the Owner Participant may 
nevertheleaa elect not to conteat any aueh claim deaplte the 
requeat of the Charterer made in accordance with the terma of 
thia paragraph, or to dlaeontinue any proeeedinga previoualy 
commenced aa a conaequence of aueh requeat, and thereupon the 
Charterer ahed.1 be relieved of all liability to indemnify the 
Owner Participant with r-sapect to the.Tauc Loaa involved in 
reapeet of auch claim. 

"Final Determination", for the purpoae of the preceding 
paragraph, meana a fined deeialon of a court of competent 
jurladiction after all ed.lowable appeala have been exhauated 
by either party to the action, or a determination within the 
meaning of Section 1313(a) of the Code. 

In the event indemnity paymenta ahed.1 be due the Owner 
Participant under thia faction 11, the Termination Valuea and 
the Stipulated Loas Valuea provided for in Section 14 and 17 
of the Charter ahall be adjuated appropriately; provided, however, 
that in no event will tliey be reduced to amounta leaa than the 
then outatanding princiiial of, and intereat on, the Secured 
Notea. 

(e) "Owner Participant" Includea Affiliated Group. 
For purpoaea of thia Section 11, the term "Owner Participant" 
ahall include the corporation eonatituting the Owner Participant 
and ahall alao include any affiliated group of \iAiich the Owner 
Participant, ia, or may beeome a member, and each member of 
auch affiliated group, if conaolldated, joint, or conbined 
returna are filed for auch affiliated group for Federal, atate 
or local income tax purpoaea. 
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(f) Payment. Any paymenta made puraxiant to thia 
Section 11 ahall be made directly to the Owner Participant or 
the Charterer, aa the caae may be. Such paymenta ahall be made 
by wire tranafar of immediately available funda to auch bank 
and/or account in the continental United Statea aa apecified 
by the Owner Participant or the Charterer, aa the caae may be, 
in written directiona to the payor, and if no auch direction 
ahall have been given, by check of the payor payable to the 
order of the Shipowner or the Charterer, aa the caae may be, 
and mailed to the Owner Participant or the Charterer, aa the 
caae may be, by certified mail, poatage prepaid at ita addreaa 
for Doticea aet fbrth in Section 13 hereof. 

(g) Finality of Computation. All compute tiona 
required to be made under thia Section 11 ahall be made in the 
flrat inatanee by the Owner Participant and if requeated by 
the Charterer ahall, at the Charterer*a expenae, be verified 
by independent ptblic accountanta aeleeted by Owner Participant 
from the following, except that the Owner Participant ahedl 
not aeleet the independent public accountanta who certified 
the moat recent certified financial atatement of the Owner 
Participant: Arthur Anderaen & Co.; Arthur Young 6 Company; 
Coopera & Lybrand; Ernat & Ernat; Deloitte Baaklna & Sella; 
Peat, Marwiek, Mitchell & Co.; Price Waterhouae & Co.; and Touche 
Roaa & CO. Any auch computation ahall be final, binding and 
concluaive upon the Owner Participant and the Charterer and 
the Charterer ahall have no right to inapect the booka, recorda, 
tax returna or other doeumenta of or relating to the Owner 
Participant. The aaaumptiona, methoda of analyaia and other 
information reveeded or made available to such independent piblic 
accountanta ahall be kept confidential and ahall not be revealed 
by them to any other peraon. 

Section 12. Genered. Indemnity, (a) Ihv̂ t Charterer, 
whether or not any of the tranaactlona contemplated hereby are 
conaummated, ahad.1 defend, indemnify and aave harmleaa the Bank, 
the Shipowner, the Owner Participant and the Lende^* amd the 
aucceaaora and aaaigna, officera, directora auid a.g«anta of each . 
(each of the foregoing being herein referred to ea an 
"Indemnitee") on a net after-tax baaia (taking into account 
the tax effect of any payment by the Indemnitee to othera 
oceaaioned by the event giving riae to the indemnity payment), 
from and againat any claim, penadty, cauae of action, damage, 
liability (\Aietlier or not baaed on a theory of atrict or abaolute 
liability in tort or otherwiae) or expenae (ineluding reaaonable 
legal feea and expenaea) in any manner ariaing prior to the 
end of the Charter Period (or during any period in vOiich the 
Shipowner or the Lender ia exereiaing any remediea purauant 
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to Section 20 of the Charter) out of, or relating to: 

(1) the conatruction (other than payment of 
the contract price), acceptance, rejection, delivery, 
poaaeaaion, ownerehip, chartering, aiib charter ing, 
maintenance, uae, repair, operation, redelivery, permitted 
aale or other permitted diapoaltion (other than aa provided 
in Section 22 hereof) of any of the Veaaela, or by reaaon 
of their condition (whether or not diaeoverable by due 
diligence), including, without limitation, claima for 
patent, trademark or copyright infringement, loaa or any 
damage to a Veaael or any cargo carried by a Veaael or 
damage to any other craft or veaaela or other property 
belonging to third partiea or death or injury to any peraon, 
regardleaa of %dietlier aueh claim ia made or cauae of action 
brought during or aibaequent to the Charter Period, except 
only that the Charterer ahall not be required to indemnify 
(1) any Indemnitee fbr any loaa or liability reaulting 
firom any auch Indemnitee* a own negligence (except to the 
extent aueh negligence ia attributable to the negligence 
of the Charterer) or willful miaconduct or (11) any 
Indemnitee fbr any loaa or liability ̂ Ich it may incur 
aa a reault of a default or breach by aueh Indemnitee under 
or in connection with any agreement referred to herein 
to which aueh Indemnitee ia a party or (ill) any Indemnitee 
from any loaa or liability ariaing aa a reault of any matter 
occurring after the expiration or earlier termination of 
the Charter (except during amy period in %Aiich the Shipowner 
or the Lender ia exereiaing any ronedlea purauant to Section 
20 of the Charter); or 

(2) the preparation, execution and delivery 
of thia Agreement and iiny other doeumenta or inatrumenta 
referred to herein or contemplated hereby, including without 
limitation: 

(1) the reaaonable feea, expenaea and 
didsuraementa of (I) Meaara. Morgan, ,Lewia & Boekiua 
and (II) any apecial counael for each of the Lender, 
the purehaaera of the Refinancing Gbligationa, the 
Shipowner and the Indenture Truatee; and 

(ii) all other expenaea in connection with the 
tranaactlona contemplated hereby including, without 
limitation, printing and duplicating expenaea and 
all feea, taxea and other chargea payable in connection 
with the recording or filing of inatrumenta and 
financing atatementa deacribed in thia Agreement and 
continuation atatementa with reapeet thereto, the 
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Refinancing Coat and the initial and ongoing feea 
and expenaea of the Indenture Truatee, the Bank and 
the Shipowner; 

rovided, however, that the indemnitiea aet fbrth in thia Section 
2(a) ahall not include any item financed aa part of Shipowner'a 

Coat or paid by the Charterer aa an advance purauant to Section 
2(1) hereof; provided further, however, that neither the 
indemnitiea aet fbrth in thia Section 12(a) nor any other 
proviaion of the Principal Doeumenta ahad.1 be conatrued aa a 
guarantee by the Charterer of the reaidual vad.ue of the Veaaela 
or aa a guarantee of the payment of the principal of or intereat 
on the Secured Notea or the Refinancing Cbligationa. 

(b) The indemnitiea provided for in thia Section 
12 are expreaaly avbject to the fbllowing: in caae any action, 
including any inveatigatory proceeding, ahall be brought againat, 
or commenced with reapeet to, any Indemnitee in reapeet of \diich 
the Charterer ia required to indemnify auch Indemnitee purauant 
to the proviaiona of thia Section 12, the Charterer ahall have 
the right to, and upon requeat of any Indemnitee ahall, aaaume . 
the defenae thereof, including the employment of coimael 
reaaonably aatiafactory to auch Indemnitee and the payment of 
all feea and expenaea related thereto. In the event the 
Charterer aaaumea the defenae of any auch action, any Indemnitee 
ahad.1 have the right to employ aeparate counael in auch action 
and participate therein, but the feea and expenaea of auch 
counael ahall be at the expenae of auch Indemnitee, unleaa (1) 
the employment of auch counael haa been apeelfieally authorized 
by the Charterer, (ii) the named partiea to aueh action 
(including any impleaded partiea) include both auch Indemnitee 
and the Charterer emd repreaentation of auch Indemnitee and 
the Char-'.erer by the aaune counael would be inappropriate under 
applicabj.e atandarda of profeaaional conduct due to actual or 
potentia.l. conflicting intereata between them, or (iii) the 
counsel employed by the Charterer and aatiafactory to aueh 
Indennitie haa adviaed auch Indemnitee, in writing, that auch 
counsel':! repreaentation of aueh Indemnitee would be likely 
to involve auch counael in repreaenting differing intereata 
which could adveraely affect either the judgment or loyalty 
of such counael to auch Indemnitee, whether it be a conflicting, 
inconaiatent, diverae or other intereat (in which caae the 
Charterer ahed.1 not have'the right to aaaume the defenae of 
auch action on behalf of auch Indemnitee, it being underatood, 
however, that the Charterer ahall not, in coimection with any 
one axich action, or separate but avbatantially aimilar or related 
aetiona in the aeune jurladiction ariaing out of the aame generad. 
facta or -^ircumatances, be lied3le for the reaaonable feea and 
expenaea of more than one separate firm of attorneya fbr each 
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aueh Indemnitee , vAiich firm a h a l l be dea ignated in w r i t i n g by 
aueh Indemni t ee ) . The Cha r t e r e r aha l l no t b e l i a b l e for any 
ae t t l emen t of any auch a c t i o n e f fec ted wi thout i t a conaent , 
b u t i f a e t t l e d wi th the conaent of t he Cha r t e r e r o r i f t h e r e 
b e a f i n a l judgment, beyond f u r t h e r review o r appea l , for the 
p l a i n t i f f i n any aueh a c t i o n , t h e Cha r t e r e r agreea to indemnify 
and ho ld harmleaa any Indemnitee firom and a g a i n a t any l o a a o r 
l i a b i l i t y on a n e t a f t e r - t a x b a a i a by reaaon of auch ae t t l emen t 
o r judgment. Notwithatanding anything i n t h i a Agreement to 
t h e c o n t r a r y , no Indemnitee a h a l l ever b e e n t i t l e d under any 
e i rcumatancea to any amount hereunder vAiieh, \dien added to ed.1 
amounta rece ived under c o n t r a e t a , indemnity agreementa o r 
inaurance p o l i c i e a , would r e a u l t i n aueh Indemni tee ' a r ece iv ing 
more than i t would be e n t i t l e d to recover under the p rov ia iona 
of, o r aa contemplated b y , t h i a Agreement. 

(c) I f any Indemnitee haa knowledge o f any l i a b i l i t y 
indemnified a g a i n a t purauant t o t h i a Sec t ion 12, i t a h a l l g i v e 
prompt w r i t t e n n o t i c e t he r eo f t o the C h a r t e r e r , b u t t h e & i l u r e 
t o g ive auch n o t i c e a h a l l no t r e l i e v e t h e C h a r t e r e r of i t a 
o b i i g a t i o n a under t h i a Sec t i on 12 . 

Sec t ion 1 3 . No t i cea . Un:.eaa o therwiae expreaa ly 
apec i f i ed o r pe rmi t t ed by t h e terma hereof , a l l communicatlona 
and n o t i c e a provided for h e r e i n ahauM be in w r i t i n g ,L. and any 
auch n o t i c e a h a l l beeome e f f e c t i v e upon peraonal d e l i v e r y t h e r e o f 
o r f ive daya a f t e r t h e da t e on whicli i t ahed.1 have been depoai ted 
i n t h e United S t a t e a m a i l , w i th proper poatage p repa id , for 
d e l i v e r y b y c e r t i f i e d mail w i th r e t u r n r e c e i p t r equea ted , 
addreaaed (1) i f t o t h e Owner P a r t i c i p a n t o r t h e Guarantor , 
t o i t a t One Waahington Mad.1, Boaton, Maaaachuaetta 02108 
A t t e n t i o n : Vice P r e a i d e n t , Admin ia t ra t ion , o r a t aueh o t h e r 
addreaa aa t h e Owner P a r t i c i p a n t a h a l l from time to time 
dea igna te by n o t i c e i n w r i t i n g to the o t h e r p a r t i e a h e r e t o , 
(11) i f t o t h e C h a r t e r e r , t o i t a t One Ol iver P laza , P i t t a b u r g h , 
Pennaylvanla 15222, A t t e n t i o n : Vice P rea iden t , Finance, o r 
a t auch o t h e r addreaa aa Cha r t e r e r aha l l firom time to time 
dea igna te by n o t i c e i n w r i t i n g to t .he .other p a r t i e a h e r e t o , 
( i l l ) i f t o the Lender, t o i t a t P i t t a b u r g h Nat ional Bui ld ing , 
P i t t a b u r g h , Pennaylvanla 15222, A t t e n t i o n : Bruce Robbina, Vice 
P r e a i d e n t o r a t auch o t h e r addreaa aa t h e Lender may from time 
t o t ime dea igna te by n o t i c e t o t h e o t h e r p a r t i e a h e r e t o and 
( i v ) i f t o t h e Shipowner, t o i t a t One C o n a t i t u t i o n P laza , 
Har t fo rd , Connect icut 06115, A t t e n t i o n : Corporate T r u a t 
Department, o r a t auch o t h e r addreaa aa the Shipowner may from 
time to time dea igna te by n o t i c e to the o t h e r p a r t i e a h e r e t o . 
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Sec t ion 14. Heading a. The heading a o f t h e va r ioua 
Sec t iona h e r e i n a r e fbr convenience of r e f e r ence on ly and aha l l 
no t de f ine o r l i m i t any of t h e terma o r p rov ia iona he reof . 

Sec t ion 15 . Repreaenta t iona and Warrant iea to Survive 
De l ive ry . Al l r e p r e a e n t a t i o n a , w a r r a n t i e a , indemni t iea and 
covenanta conta ined in t h i a Agreement, t h e Char te r o r any 
c e r t i f i c a t e , document, ina t rument o r o t h e r agreenen t d e l i v e r e d 
purauant he re to o r t h e r e t o ahadl aurvive any i n v e a t i g a t i o n o r 
i n a p e e t i o n made by o r on behedf of t h e Lender, t h e C h a r t e r e r , 
t h e Owner P a r t i c i p a n t o r the Shipowner and t h e aed.e emd d e l i v e r y 
o f t h e Veaaela t o t h e Shipowner. 

Sec t ion 16. Sec t ion 48(d) E l e c t i o n . The Owner 
P a r t i c i p a n t hereby agreea to the e x t e n t alloweible, t o make an 
e l e c t i o n under Sec t ion 48(d) o f t h e Code to paaa a l l a v a i l a b l e 
inveatment teuc c r e d i t wi th r e a p e e t t o the Veaaela fbr 1981 t o 
t h e C h a r t e r e r . The C h a r t e r e r agreea t o conaent t o auch e l e c t i o n . 

Sec t ion 17 . Owner P a r t i c i p a n t ' a and Shipowner 'a L iena . 
Each of the Owner P a r t i c i p a n t and the Bank a e v e r a l l y covenant "*' 
and agree wi th the o t h e r p a r t i e a h e r e t o t h a t i t w i l l take auch 
a c t i o n aa may b e neceaaary t o keep t h e S e c u r i t y f ree emd d e a r 
o f ed.1 Liena a r i a i n g aa a r e a u l t of any c la im a g a i n a t t h e Owner 
P a r t i c i p a n t o r any o f i t a A f f i l i a t e a o r the Bank o r any o f i t a 
A f f i l i a t e s , a s t h e case may b e , u n r e l a t e d to t h e Overadl 
T r a n s a c t i o n unleaa any auch Lien i a (a) fbr t axea o f t h e Owner 
P a r t i c i p a n t o r t h e Bank, a a t h e caae may b e , e i t h e r no t y e t 
due o r be ing con tea ted i n good f a i t h by a p p r o p r i a t e proeeedinga 
which do no t involve emy danger of t h e a a l e , f o r f e i t u r e o r l oaa 
o f a l l o r any p a r t of t h e S e c u r i t y o r any i n t e r e a t t h e r e i n o r 
(b) a r i a e a o u t of judgmenta o r awarda a g a i n a t the Owner 
P a r t i c i p a n t o r t h e Bank, aa the caae may b e , wi th r e a p e e t to 
which an appeal o r proceeding for review i a be ing proaecuted 
i n good f a i t h and wi th r e a p e e t t o %Aiich t h e r e a h a l l have been 
aecured a a tay o f execu t ion pending auch appeed. o r proceeding 
for rev iew. Eaeh of the Owner P a r t i c i p a n t and t h e Bank a e v e r a l l y 
ag ree to indemnify, p r o t e c t , aave and keep harmleaa t h e o t h e r 
p a r t i e a h e r e t o and t h e i r r e a p e c t i v e aucceaaora, aaa igna , agenta 
and aervanta ( fo r purpoaea of t h i a Sec t ion 17, r e f e r r e d to 
i n d i v i d u a l l y aa an "Indemnitee" and c o l l e c t i v e l y aa the 
"Indemniteea") from and a g a i n a t any atid a l l l i a b i l i t i e a , 
o b i i g a t i o n a , l oaaea , damagea, p e n a l t i e a , c la ima, a e t i o n a , a u i t a , 
c o a t a , expenaea and diaburaementa ( inc lud ing reaaonable l e g a l 
feea and diaburaementa) o f vAiatsoever k ind and n a t u r e which 
may b e imposed on, i ncu r r ed by o r a s s e r t e d a t any time (whether 
b e f o r e , dur ing o r a f t e r t h e Char te r Per iod) a g a i n s t any 
Indemnitee in any way r e l a t i n g to o r a r i a i n g ou t of Liena of 
any kind on o r i n r e a p e e t of t he Veaaela o r any o t h e r p a r t of 
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the Security, ariaing aa a reault of claima againat the Owner 
Participant or any of ita Affiliatea or the Bank or any of ita 
Affiliatea, aa the caae may be, of a character required to be 
diaeharged purauant to the preceding aentenee. Eaeh Indemnitee 
agreea that the Owner Participant shedl be reaponaible only 
fOr Owner Participant* a Liena and that the Bank ahall be 
reaponaible only for Shipowner* a Liena. 

Section 18. Concerning the Owner Participant and 
the Shipowner, (a) In no caae ̂ ataoever ahall the Owner 
Participant be peraonally liable fbr, or fbr any loaa in reapeet 
of, any of the repreaentationa, warrantiea, agreementa or-
obiigationa of the Owner Participant hereunder, aa to ad.1 of 
which the partlea hereto agree to look aolely to the Security, 
except that the 0«mer Participant ahall be peraonally liable 
for (i) ita own willful miaconduct or groaa negligence, (11) 
the breach of any repreaentation or warranty made by the Owner 
Participant in Section 5(a), (b), (e) (other than, in the caae 
of elauae (11) thereof, lawa or governmental rulea or regulationa 
relating to veaaela, ahipping or the chartering of veaaela), 
(e), (g), (1), (k) and (111) the breach of any of ita obiigationa 
under Section 2, 17, 19, 20, 21 or 22 hereof. 

(b) All of the atatementa, repreaentationa, covenanta 
and agreementa made by The Connecticut Bank and Truat Company 
(or any entity acting aa aucceaaor truatee) in ita capacity 
aa truatee under the Truat Agreement or in ita individual 
capacity, or made by any officer of The Coimecticut Bank and 
Truat Company (or any entity acting aa aucceaaor truatee), and 
contained in thia Agreement (except aa to thoae repreaentationa 
aet fbrth in Section 6 hereof which are expreaaly made by the 
Bank and the Bank* a covenanta aet fbrth in Section 17 hereof) 
or the doeumenta delivered with reapeet hereto and all doeumenta 
eonatituting part of the Security while in form purporting to 
be made by The Connecticut Bank and Truat Company (or any entity 
acting aa aucceaaor truatee) in ita capacity aa truatee under 
the Truat Agreement or in ita individual capacity or made by 
aueh officer, are, except to the extent expreaaly provided in 
thia Section 18(b), nonetheless made and intended only for the 
purpoae of binding the Security and eatabliahing the exiatence 
of righta and remediea provided fbr in thia Agreement and auch 
other doeumenta ̂ Ich can be exerciaed and enforced againat 
the Security. Therefore, anything contained in any of the 
aforeaaid doeumenta to the contrary notwithatanding, no reeourae 
ahed.1 be had for the payment of any amounta due under thia 
Agreement, or ahed.1 be had for any claim baaed on any proviaion 
of any of the doeumenta referred to in the preceding aentenee 
hereof, againat The Connecticut Bank and Truat Company (or any 
entity acting aa auceeasor truatee) in ita capacity as truatee 
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under the Truat Agreement or in ita individual capacity, and 
The Connecticut Bank and Truat Company (or any auch entity acting 
aa aueh aucceaaor truatee) ahall have no peraonal obligation, 
liability or duty \Aataoever to the other partiea hereto fbr 
or with reapeet to any auch payment, the performance of or 
compliance of any atatement or repreaentation made in any auch 
document, except that the Bank ahall be peraonally liable fbr 
ita own groaa negligence or willful miaconduct and for breach 
of the applicable proviaiona of Section 17 hereof or of the 
applicable repreaentationa and warrantiea which are expreaaly 
made by the Bank in Section 6 hereof. Nothing contained in 
thia Section 18(b) ahad.1 be conatrued to limit the ezerciae 
and enforconent, in accordance with the terma of thia Agreement, 
the Security Agreement and the doeumenta eonatituting part of 
the Security, of the righta and remediea of the other partlea 
hereto againat the Security. 

Section 19. Refinancing, (a) The Shipowner, the 
Owner Participant and the Charterer agree to cooperate in the 
refinancing of the Secured Notea with Title S Obiigationa. 
The Shipowner, the Owner Participant and the Charterer recognize 
that the execution and delivery of the Title XI Gbligationa 
and the Guaranteea are dependent upon, among other thinga, the 
review and aatlafaction by the Secretary of the tranaactlona 
contemplated by this Agreement and that prior to the date hereof 
neither thia Agreement nor any of the doeumenta referred to 
herein haa been reviewed by the Secretary. The Shipowner, the 
Owner Participant and the Charterer covenant and agree that 
eaeh will promptly take ed.1 auch aetiona and prepare and file 
all auch doeumenta aa may be reaaonably requeated by Meaara. 
Morgan, Lewia & Boekiua aa neceaaary or deairable in their 
opinion to induce the Secretary to execute and deliver the 
Guaranteea. Each oix the partiea hereto further covenanta and 
agreea that (1) it 'vill enter into auch Title XI Doeumenta a a 
are cuatomary fbr atich party to enter into in connection with 
the iaauance and aale of the Title XI (X>ligationa and (2) if 
the Secretary ahall require aa a condition of ita execution 
and delivery of the Guaranteea that thia Agreement or all or 
any of the doeumenta referred to herein be amended, aupplemented, 
waived or modified in any manner and the terma amd proviaiona 
of any auch amendment, aupplement, waiver or modification alied.1 
not in the reaaonable opinion of auch party materied-ly adveraely 
affect the intereata of auch party aa deacribed herein or in 
auch doeumenta, then aueh party will enter into auch written 
agreement or aupplemental agreement or other inatrument aa ahall 
be appropriate to accompliah such purpoae. 
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(b) The Shipowner, the Owner Participant and the 
Charterer agree to cooperate, in the event Title XI Cbligationa 
are not iaaued prior to one year firom the date hereof or the 
Title XL application of the Charterer ia denied or withdrawn, 
in the refinancing of the Secured NOtea with indebtedneaa not 
guaranteed under Title XI. In connection therewith, the 
Shipowner, the Owner Participant and the Charterer covenamt 
and agree to take all auch aetiona and prepare and enter into 
auch agreementa (including amendmenta to the Principal Doeumenta) 
aa may be neceaaary or deairable to obtain auch refinancing; 
provided, that the Shipowner, the Owner Participant and the 
Charterer ahall not be required to take any action or enter 
into emy agreement ̂ ich ia, in the reaaonable opinion of auch 
party, materially adverae to aueh party'a intereata. 

(c) The Owner Participant ahall in no event have 
any obligation to inveat in the Veaaela more than the maxtmnm 
eunount apecified in Section 2(b) hereof. Neither the Shipowner 
nor the Owner Participant ahall have any obiigationa under thia 
Section 19 during the continuance of any Event of Default \iAilch~ 
haa been declared and which reaulta firom an Event of Default 
deacribed in Section 19(a) or (e) of the Charter or from a breach 
of the Charterer*a covenanta in Section 13(f) of the Charter. 

(d) The Lender agreea upon repayment, of the Secured 
Notea in full and in accordance with the terms of the Security 
Agreement to execute and deliver aueh doeumente dlacharglng 
the Mortgage, the Security Agreement and the Liena thereof and 
to take aueh other reaaonable action aa may be requeated by 
the Shipowner or the Charterer in order to effectuate the 
iaauance of the Refinancing Obiigationa. 

(e) The partiea hereto agree that edl Refinancing 
Coat ahall be flnameed a a part of the re f inane :Lng contemplated 
by Sectiona 19(a) and (b) hereof aa part of Shipowner* a Coat'. 

Section 20. Citizenahip of the Partiea. Each of 
the Charterer, the Shipowner, the Owner Partie£pant and the 
Lender agree, to the extent within ita reaaonaisle control or 
the reaaonable control of any of ita Affiliatea, to remain a 
Citizen during the term of thia Agreement, the Security 
Agreement, the Mortgage and the Charter, except that the Lender 
need not remain a Citizen after it ceaaea to be the mortgagee 
under the Mortgage. In the event any party hereto ahall for 
any reaaon ceaae to be a Citizen during auch term, aixsh party 
ahed.1 promptly notify the other partlea hereto and, after 
conaultatlon with the other partiea, will take aueh reaaonable 
atepa aa may be neceaaary or adviaable to enable aueh other 
partiea to enjoy the benefita of the tranaactlona originally 
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contemplated by thia Agreement; provided that the Shipowner 
ahall promptly ao notify the other partiea after having Actual 
Knowledge of ceaaing to be a Citizen. 

Section 21. Employee Retirement Income Security Act 
of 1974. The Lender repreaenta to the Owner Participant, the 
Bank and the Charterer that the Lender ia not acquiring the 
Secured Notea with the aaaeta of any plan (or ita related truat) 
aa defined in Section 4975(e) of the Code or with the aaaeta 
of any employee benefit plan (or ita related truat) aa defined 
in Section 3(3) of ERISA. The Owner Participant repreaenta 
to the Lender, the Bank the Charterer that .the Owner Participant 
ia not acquiring ita intereat in the Veaaela with the aaaeta 
of any plan (or ita related truat) aa defined in Section 4975(e) 
of the Code or with the aaaeta of any employee benefit plan 
(or ita related truat) aa defined in Section 3(3) of ERISA. 

Section 22. Tranafer of the Owner Participant* a 
Intereata. (a) The Owner Participant agreea that if it ahould 
in the future decide to diapoae of ita intereat in amd to the 
Veaaela or any of the Security (which it doea not now contemplate 
doing), it will do ao only in compliance with aueh aecuritiea 
lawa and regulationa a a may at the time be in effeet and 
applicable. 

(b) Subject to Section 22(a) hereof, the Owner 
Participant may from time to time tramafer all or any part of 
ita right, title and intereat aa Owner Participant in emd to 
the Charter, the propertiea pledged or mortgaged aa part of 
the Security or thia Agreement (i) to any bank, inaurance 
company, finance company or other flnaneied. inatitution with 
a combined capital and aurplua of at leaat $25,000,000, (11) 
to any bank, inaurance company, finance company or other 
financial inatitution with a conbined capited. and aurplua of 
leaa than $25,000,000 if the peraonal obiigationa of auch 
tranaferee with reapeet to the tranaactlona contemplated hereby 
are unconditionally guaranteed by an Affiliate of auch tranaferee 
with a combined capital and aurplua of at leaat $25,000,000, 
(iii) to any charitable organization with a net worth of at 
leaat $25,000,000, (iv) with the prior written eonaent of the 
Lender and the Charterer, which conaent ahall not be unreaaenably 
withheld, to any Affiliate of the Owner Participant provided 
that the Guaranty remaina in effeet with reapeet to auch 
Affiliate or (v) without the prior written eonaent of the Lender 
or the Charterer, to any Affiliate of the Owner Participant 
provided that (except for a tranafer to the Guarantor or to 
New England Merehanta Bank or to any other Affiliate of the 
Owner Participant if the Guaranty ia made applicable to aueh 
Affiliate) the Owner Participant remaina liable fOr all of ita 
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obiigationa under thia Agreement and the Truat Agreement; 
provided, however, that, 

(I) the Owner Participant ahall give written 
notice of auch tranafer to the partiea hereto within 
20 daya prior to the date auch tranafer ia to occur; 

• 

(II) the Owner Participant ahall have made all 
neceaaary filinga in the United Statea to maintain 
the mortgage and aecurlty intereata created purauant 
to the Mortgage and the Security Agreement aa firat 
and prior Intereata and the Lender ahall have received 
an opinion of counael aatiafactory to the Lender to 
auch effeet; 

(ill) auch tranaferee ahall be a Citizen; . 

(iv) auch tranafer will not violate any proviaion 
of, or create a relationahip vAiieh would be in 
violation of, the Seeuritiea Aet of 1933, aa eunended, 
or of any other .applicable proviaion of law; and 

(v) (A) the peraon to which aueh tranafer ia 
to be made ahall execute an instrument, in fbrm and 
avbatanee reaaonably aatiafactory to the Charterer, 
the Bank and the Lender, Whereby auch tranaferee 
eonflrma fbr the benefit of the Charterer, the Bank 
and the Lender that it haa the requiaite power and 
authority to enter into emd to carry out the proviaiona 
of the Truat Agreement and thia Agreement and that-
It ahall be deemed a party thereto and agreea to be 
bound by all the terma of, and aaaumea all of the 
obiigationa of the Owner Participant contained in, 
each of the Truat Agreement and thia Agreement %rith 
reapeet to the intereat being tremafarred and (B) 
the Owner Participant ahad.1 deliver to the Lender, 
the Bank and the Charterer an opinion or opiniona 
aatiafactory in form and aiflsatance to the Lender, 
the Bank and the Charterer, of counael reaaonably 
aatiafactory to the Lender and the Charterer, to the 
effeet that auch inatrument ia the legal, valid and 
binding obligation of the tranaferee and that the 
Truat Agreement and thia Agreement ahad.1, immediately 
after auch tranafer, remain the legal, valid and 
binding obligation of eaeh party thereto aa if auch 
tranafer had not occurred; 

provided further, however, that if an Event of Default ahall 
have bceurrecl and be continuing, the inatrument referred to 
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i n e l auae (v) (A) above ahed.1 not be r equ i red to be a a t i a f a c t o r y 
t o t h e C h a r t e r e r . Notwithatanding t h e foregoing p rov ia iona 
o f t h i a Sec t ion 22, t h e Owner P a r t i c i p a n t aha l l no t b e r e l eaaed 
a f t e r any t remafer purauant to t h i a Sec t ion 22 from any 
o b l i g a t i o n a r i a i n g p r i o r to aueh t r a n a f e r . 

The coa t a and expenaea o f any auch t r a n a f e r purauant 
t o t h i a Sec t i on 22 ahed.1 be paid for by t h e Owner P a r t i c i p a n t . 

Sec t ion 2 3 . Change in Hi re F a c t o r a . (a) In the 
even t of a Change, t h e Owner P a r t i c i p a n t s h a l l r e c a l c u l a t e the 
Hi re Fac to r s i n accordance wi th the a p p l i c a b l e poroviaiona o f 
t h i a Sec t i on 23 , and a h a l l cauae t h e indebtedneaa aecured by 
t h e Mortgage to b e prepa id t o t h e e x t e n t r e q u i r e d and i n 
accordance w i th t h e a p p l i c a b l e p rov ia iona o f Sec t ion 23(e) he reof 
( aa id r e e a l e u l a t i o n a and prepaymenta h e r e i n r e f e r r e d to aa t h e 
"Adjuatmenta") . 

(b) . A t any time and from time to time the C h a r t e r e r 
o r t he Owner P a r t i c i p a n t may g ive w r i t t e n n o t i c e to the o t h e r 
a t a t i n g t h a t a Change in Tax Law haa o c c u r r e d . I f aueh n o t i c e 
i a g iven by t h e Owner P a r t i c i p a n t i t ahaill a e t f o r t h i n 
reaaonable d e t a i l t h e propoaed Adjuatmenta. I f auch n o t i c e 
l a g iven by t h e C h a r t e r e r , t h e Owner P a r t i c i p a n t ahad.1 w i t h i h 
30 daya of r e c e i p t t he r eo f g ive a n o t i c e to the C h a r t e r e r a e t t l n g 
f o r t h i n reaaonable d e t a i l t h e propoaed Adjuatmenta. 

(e) I f a Change i n Debt i a t o occur , t h e Owner 
P a r t i c i p a n t a h a l l g ive t h e Cha r t e r e r w r i t t e n n o t i c e a e t t l n g 
f b r t h i n reaaonable d e t a i l the propoaed Adjuatmenta to occur 
aa a r e a u l t t he reo f aa aoon aa reaaonably poaa ib l e and in any 
aueh even t a t l e a a t 10 daya b e f o r e t h e aeheduled occurrence 
t h e r e o f . 

(d) I f a Change i n 7ranaae t ion Coata haa occur red 
o r i a t o occur , t h e Owner P a r t i c i p a n t a h a l l g ive t h e C h a r t e r e r 
n o t i c e t he r eo f a e t t l n g f o r t h i n reaaonable d e t a i l the propoaed 
Adjuatmenta aa aoon aa reaaona>)ly p o a a i b l e . 

(e) I f a Change haa occur red , t h e amount of Baalc 
Char te r Hi re payable on each Baalc Hire Char te r Payment Date 
dur ing t h e remainder of t h e Origined. Term a h a l l be ad jua ted 
up o r do%m, a a t h e caae may b e , b y t h e Owner P a r t i c i p a n t , i f 
neceaaary , ao aa to main ta in the a f t e r - t a x economic and 
account ing y i e l d and o v e r a l l n e t a f t e r - t a x eaah flowa over t h e 
Or ig ina l Term ( inc lud ing t h e pe r iod p r i o r to t h e d a t e of t h e 
f i r a t ad jua ted payment of Baalc Char te r Hire) i n r e a p e e t of 
eaeh Veaael a f f ec ted by auch Change a t a l e v e l which i a no t 
l e a a than the l e v e l t h a t would have p e r t a i n e d i f auch Change 
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had not occurred; provided that in no event ahall the amount 
of any inatedlment of Baaic Charter Hire be reduced to an amount 
leaa than the amount of intereat and principal then payable 
on the Secured Notea or Refinancing Cbligationa; provided, 
further, that any adjuatment in the inatadlmenta of Baaic Charter 
Hire ahad.1 be made only if and to the extent that auch reduction 
ahall not reault in the tremaactiona contemplated hereby failing 
to aatiafy any of the advance ruling requironenta of the Internal 
Revenue Service aa aet fbrth in Rev. Proc. 75-21, 975-1 C.B. 
715 and Rev. Proc. 75-28, 1975-1 C.B. 752 (but applying the 
conditiona therein relating to uneven rent only proapectively 
following auch recomputation over the remaining portion of the 
Original Term), or any other aimilar pvbliahed poaition of the 
Internal Revenue Service, or failing to aatiafy the requirementa 
of FASB Statement NO. 13 (or any aucceaaor thereto eidopted on 
or before the date of auch computation) for leveraged leaae 
accounting treatment by the Owner Participant. The Owner 
Participant ahall be deemed to have made all electiona in auch 
manner aa may reaaonably be expected to reault in the maximum 
advantage to the Charterer under thia Section (provided that 
the Owner Participant'a after tax economic and accounting yield 
and overall net after tax eaah flowa are preaerved under thia . 
Section 23), except to the extent inconaiatent with eleet:'.ona 
or deeiaiona actually made in good faith with reapeet to other 
property owned by the Owner Participant and not leaaed to othera. 
The Owner Participant, the Shipowner and the Lender each hereby 
agreea that if a partial prepayment of the Secured Notea or 
Refinancing Gbligationa ia neceaaary in order to permit the 
Owner Participant to maucimlze any downward adjuatment of Baaic 
Charter Hire purauant to thia Section 23(e), then, to that 
extent, the principal amount of auch indebtedneaa then 
outatanding ahall be prepaid or redeemed aa promptly aa may 
be adviaable in accordance with the applicable proviaions of 
the Security Agreement or other governing indenture or acreement 
with funda provided for auch purpoae by the Owner Participant 
in accordance with Section 2(f) hereof. 

Upon the adjuatment of Baaic Charter Hire aa a reault 
of a Change, the aehedulea of Stipulated Loaa Valuea and 
Termination Valuea aet forth in the Charter, and the tax 
aaaumptiona aet fbrth in Section 11(a) hereof, ahall be 
appropriately reviaed in accordance with all of the aaaumptiona 
made and criteria employed in calculating the adjuatmenta of 
Baaic Charter Hire purauant to thia Section 23(e). In the event 
that the Charterer ahall previoualy have made any payment in 
reapeet of Stipulated Loaa Value, the Charterer ahall pay to 
the Owner Participant or the Owner Participant ahall pay to 
the Charterer, aa the caae may be, an amount properly reflecting 
the retroapeetive adjuatment of Stipulated Loaa Value, if and 
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to the extent auch payment ia appropriate to maintain the after
tax economic and accounting yield and overall net after-tax 
eaah flowa aa aforeaaid. 

• (f) Prior to the flrat Delivery Date and prior to 
or upon delivery to the Charterer of any propoaed Adjuatmenta 
purauant to thia Section 23, the Owner Participant will depoait 
with Meaara. Morgan, Lewia & Boekiua material a (ineluding ed.1 
relevant work aheeta or computer printouta) fully evidencing 
the aaaumptiona, methoda and actual figurea originally utilized 
by the Owner Participant in computing the original Hire Factora 
or auch Adjuatmenta, reapeetively. Within 15 daya of receipt 
of a notice of propoaed Adjuatmenta, the Charterer may demand 
that, at the Charterer'a expenae, a firm of independent public 
accountanta of nationed atanding emd reputation ael eeted by 
the Owner Participant and reaaonably aatia&etory to the 
Charterer verify, in conaultatlon with the Owner Participant, 
whether any aueh Adjuatment waa not determined correctly, or 
in accordance with the proviaion of thia Section 23. If auch 
firm ahall determine any auch Adjuatment waa not determined 
correctly, or in accordance with the proviaiona of thia Section 
23, auch fiirm ahall determine the appropriate Adjuatment or 
Adjuatmenta. Any Adjuatment or Adjuatmenta determined by the 
Owner Participant, or, if demanded by the Charterer aa provided 
in thia Section 23, the determination of auch firm, ahall be 
final, binding emd concluaive upon the partlea hereto, and the 
Charterer ahall have no right to inapect the booka, recorda, 
tax returna or other doeumenta of or relating -to the Owner 
Participant to verify auch Adjuatment or Adjuatmenta or fbr 
any other purpoae. The final determination of any Adjuatment 
or Adjuatmenta ahall be aet fbrth in a written agreement executed 
and delivered by the partiea hereto; provided that the failure 
to ao aet fbrth auch Adjuatmenta ahall not affect the validity 
of such Adjuatmenta for the purpoaea of the Principal Doeumenta. 
Adjuatmenta ahadl be effective on the Charter Hire Payment Date 
flrat occurring not leaa than 20 daya after receipt of aaid 
notice if no demand for verification haa been made by the 
Charterer aa afbreaaid or on the Charter Hire Payment Date firat 
occurring not leaa than 20 daya after the determination by.auch 
firm of accountanta if auch demand haa been made. 
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Section 24. Miscellaneous. This Agreement may be 
executed by the parties hereto in separate counterparts, each 
of \^ich 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 enforcement of the termination, 
amendment, supplement, waiver or modification is sought; and 
after issuance 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 termination,, amendment, 
supplement, waiver or modification shall be effective without 
the prior written consent of the Lender. The terms of this 
Agreement ahall be binding upon, and inure to the benefit of, 
the Charterer, the Bank (aa expreaaly set forth herein), the 
Shipowner, the Owner Participant, the Lender and their reapective 
aucceaaora and assigns. Any provision of this Agreement which 
is prohibited or unenforceable in any jurisdiction shall, as 
to such jurisdiction, be ineffective to the extent of such 
prohibition or unenforceability 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. 
To the extent p«irmitted by applicable law, the parties hereto 
hereby waive any provision of law which renders any provision 
hereof prohibit<«d or unenforceable in any respect. This 
Agreement shall be governed by, and construed in accordance 
with, the lawa of the Commonwealth of Pennaylvanla. Thia 
Agreement ahall not become binding on any party hereto until 
executed and delivered by all parties hereto. 

IN WITNESS WHEREOF, the parties hereto' have caused 
this Participation Agreement 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 

':_2̂ ^ By: ^y^''^Xri'At^ly^ 
Vice President-Administration 
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PITTSBURGH NATIONAL BANK 

^Aiid*'VtC9 Preaident J J 

DRAVO MECHLING CORPORA'^ON 

Byi 
Vice Preaident 

TBE CONNECTICUT BANK AND TRUST 
COMPANY,, not in ita individual 
capacity (except aa aet forth 
in Section 6 hereof, inaofar aa 
it expreaaly relatea to the Bank, 
and in Section 17 hereof) but 
aolely aa owner truatee under 
the Truat Agreonent 
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REFINANCING AGREEMENT (NM-2) 

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 October 1, 1981 as amended by Trust 
Agreement Amendment No. 1 dated March 18, 1982 and Trust 
Agreement Amendment No. 2 dated the date hereof (the "Trust 
Agreement Amendment"), 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 October 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 40 covered hopper 
barges named DM 3001 through 3040, Official Nos. 641538 through 
641577, 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 October 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 $8,666,000; 

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 $8,666,000 (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 $8,022,000 (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. Purchase 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 $8,022,000, 
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 hereby 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 siich 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 

(ill) (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: 

(1) 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 tb, 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 
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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 iavis 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. § 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: 

(i) 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 Vessel's 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 thie 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 same; 

(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 (i) 
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 encumbrances 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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(i) 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 and 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. S 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: 

(1) 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 
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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; 

(iil) 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). 
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Section 9. Indemnification by Charterer. 

(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. 
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Section 10. Other Documents, Etc. 

(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, anythi g in the Mortgage, the Collateral 
Mortgage or the Second Mo.tgage 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-
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ment relating to the transactions contemplated by any of the 
aforementioned documents, or for any claim based hereon or 
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 
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all further duties and obligations hereunder and thereunder, all 
without the necessity of any consent or approval by the parties 
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: 
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SCHEDULE 1 



• r 

EXHIBIT 8 to 
SECURITY AGREEMENT 

Assignment of Collateral 
Mortgage 



ASSIGNMENT OF FIRST PREFERRED FLEET MORTGAGE 
(NM-2) 

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 October 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-2) 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 October 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 

03550120.89 
February 22, 1989 (3) 



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, 

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 Eight Million Twenty-two Thousand 
Dollars ($8,022,000), 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-2) 
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, t h e Assignor and t h e Assignee have 
executed t h i s Assignment of F i r s t P r e f e r r ed F l e e t Mortgage (NM-2) 
a s of t h e 24th day of February, 1989. 

THE CONNECTICUT BANK AND TRUST 
COMPANY, NATIONAL ASSOCIATION, 

no t in i t s i n d i v i d u a l 
c a p a c i t y but s o l e l y as 
t r u s t e e under a T r u s t 
Agreement d a t e d as of 
October 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-2) 

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 October 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-2) dated and effective as of the 
date hereof (herein called the "Mortgage"1 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 October 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 
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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 Eight Million Twenty-two Thousand 
Dollars ($8,022,000), 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-2) 
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. 

-2-

03550118.89 
February 23, 1989 



IN WITNESS WHEREOF, the Assignor and the Assignee have 
executed this Assignment of Second Preferred Fleet Mortgage (NM-
2) 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 
October 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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