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L ERSTATE COMMERCE COMMISSION

Certificate

Attached 1s a true and complete copy of the
Senlor Securlty Agreement dated December 30, 1983 between
Olive Leasing Corporation and Citicorp Industrial Credit,

Inc., which I have carefully compared with the original.

IN WITNESS WHEREOF, I have signed this certificate

é:tw'
thas day of January, 1984.

Y/ e

™\

Notary Rubl:ic

ADCLE VFAKLOW
NOTARY PUBLIC, State of Kew York
Na 81-4732403
Qualired 1t Now York County
Commussion Expires March 30, 1984
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L ERSTATE COMMERCE COMMISSION
This SENIOR SECURITY AGREEMENT, dated December 30, 1983
(the "Senior Security Agreement”) between QOlive Leasing
Corporation, a Pennsylvania corporation (the "Owner®) and

Citicorp Industrial Credit, Inc., a Delaware corporation (the
"Senior Lender®).

SENIOR SECURITY AGREEMENT

A, As provided in Section l.l hereof, the terms
defined in Schedule 1 hereto or by reference therein to other
instruments and which are not specifically defined herein shall
have the respective meanings stated in Schedule 1 or such
instruments.

B. The Owner is on the date hereof acquiring the
Vessels from the Subordinated Lender.

C. The Owner has duly executed and delivered its 16%
Senior Promissory Note due January 1, 1994 (herein as at any time
modified, amended or supplemented called the Senior Note) dated
the date hereof to the Senior Lender in the original principal
gmount of $10,000,000 and in the form attached hereto as Exhibit

D. The Owner has chartered the Vessels to the
Charterer pursuant to the Charter.

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 is hereby
acknowledged, and in order to create a present security interest
in the Senior Lender for the Senior Note and the other
obligations to the Senior Lender referred to herein:

GRANTING CLAUSE
The Owner does hereby grant, sell, convey, assign,
transfer, mortgage, pledge, set over and confirm unto the Senior
Lender continuing security interests in all of its right, title
and interest in, to and under the following:

I. The Charter, including all moneys due and to
become due to the Qwner theresunder,

II. The Clinton Point Agreement.
ITII. The NYTR Guarantee.

IV. The Lone Star Guarantee.



V. The Vessels, together with all of thelr
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 Vessels or their appurtenances as
aforesaid.

VI. The Bill of Sale.

VII. All charters (other than the Charter), leases
or contracts of affreightment covering the Vessels,
including all moneys due or to become due thereunder.

VIII. All proceeds of the foregoing, including
without limitation in the case of the Vessels all
casualty insurance proceeds and requisition payments,

The Senior Lender shall have as further security with
respect to any and all Vessels that are or may hereafter be
documented under the laws of the United States:

IX. The Senior Mortgage.

The right, title and interest of the Senior Lender
described in paragraphs I through IX are herein collectively

called the "Senior Loan Security”.

Irrespective of the foregoing, (1) the Owner shall
remain liable to perform whatever obligations it may have under
the Charter and the above-mentioned other contracts, (2) the
Senior Lender shall not, by virtue of this Senior Security
Agreement, have any obligations under the Charter (other than as
expressly provided herein) or the above-mentioned other
contracts, or be required to make any payment owing by the Owner
thereunder, (3) subject to Section 2.16 hereof, except during any
period after each other Participant shall have received written
notice from the Senior Lender as to the existence of a Senior
Loan Event of Default and until the Senior Lender shall have
notified in writing such persons that all Senior Loan Events of
Default have been cured or waived, the Owner shall be entitled to
exercise all of its rights under the Charter (provided that the
Owner shall not be permitted to terminate the Charter or exercise
its rights under Section 16(d) of the Charter without the prior
written consent of the Senior Lender) and said other contracts,
and to receive all of the benefits accruing to it thereunder as
if the foregoing were not applicable, and (4) subject to Section
3.3 hereof, the Owner shall have the right at all times to make
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any claim or institute any action to enforce payment in full of
amounts due to the Owner under the Charter in any instance where
the Charterer or the Owner has paid an amount sufficient to cover
the principal and interest then due on the Senior Note but the
Charterer has paid less than the total amount due as Basic Hire
or Supplemental Hire, or any other amount otherwise due and
payable by the Charterer under the Charter.

The Owner hereby agrees with the Senior Lender that the
Senior Loan Security is to be held by the Senior Lender subject
to the further agreements and conditions herein set forth.

ARTICLE I
DEFINITIONS

Section 1l.1. befinitions, etc,

For all purpcoses of this Senior Security Agreement,
unless otherwise expressly provided or unlesa the context
requires:

(1) All references herein to Articles, Sections or
other subdivisions, unless otherwise specified, refer to
the corresponding Articles, Sections and other
subdivisions of this Senior Security Agreement;

(2) The terms "hereof", "herein", "hereby",
"hereto”, “hereunder" and =herewItEa refer to t la
Senlor Security Agreement;

(3) The terms defined in Schedule 1 heretc or by
reference therein to other instruments and which are not
specifically defined herein shall have the respective
meanings stated in Schedule 1 or such instruments.

ARTICLE II
REPRESENTATIONS AND AGREEMENTS OF THE OWNER
The Owner hereby represents and agrees, so long as this

Senior Security Agreement shall not have been discharged, as
follows:

Section 2.1. Concerning the Charter. The Owner shall duly
perform all of the terms of the Charter binding on the Owner.
Section 2.2, Financial Statements. The Owner shall furnish
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to the Senior Lender:

{(a) within 120 days after the end of each fiscal
year of the Owner, a copy of the unaudited annual financial
statements (consisting of at least a balance sheet and related
statements of income, retained earning and changes in financial
condition) of the Owner prepared in conformity with generally
accepted accounting principles; and

{(b) such other information concerning the Owner's
financial condition or operations as the Senior Lender shall
reasonably request from time to time.

Section 2.3. Payment of Obligations. The Owner shall pay
and discharge, when due, all of its indebtedness and obligations,
except (i) any obligations being contested in good faith, (ii)
the indebtedness secured by the Subordinated Security Agreement,
(iii) to the extent that the Owner possesses a valid right of
setoff, or (iv) so long as the Charter is in force, any
o:ligations which the Charterer is obligated to perform under the
Charter.

Section 2.4. Certain Negative Covenants. The Owner shall
not, unless permitted by the Charter:

(a) Create, incur, assume, suffer to exist, or
guarantee or otherwise in any manner become directly or
contingently liable for, any indebtedness or obligations (i) for
borrowed money (other than the Owner's obligations under the
Senior Note and the Subordinated Note), (ii) for the deferred
purchase price of property or (iii) under leases or charters
which should be recorded as capital leases in accordance with
generally accepted accounting principles; provided, however, that
the Owner may (A) incur, assume or suffer to exist indebtedness
subordinated (upon terms satisfactory to the Senior Lender) to
all of the obligations of the Owner under the Senior Note and the
Senior Security Agreement, (B) endorse negotiable inatruments for
deposit or collection or similar transactions in the ordinary
course of business, and (C) enter into a tax sharing agreement
with LFC under which the obligations of the Owner are
subordinated to its obligations to the Senior Lender.

(b) Create, incur, assume or suffer to exist any
Lien upon or with respect to any of its assets or properties of
any kind except (1) Liens in favor of the Senior Lender, (ii) the
Liens created by the Subordinated Security Agreement and
Subordinated Mortgage as originally executed (or, in the case of
the Subordinated Mortgage, as supplemented to cover additional
Vessels), and (iii) in the case of the Vessela, Liens, expressly
permitted by the terms of Section 2.5(c) hereof.
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(c) Acquire any capital stock, assets or
obligations of any corporate or other entity or make any capital
expenditures except capital expenditures in connection with the
Vessels,

(8) Engage in any business or transaction of any
kind other than in connection with the ownership, chartering and
operation of the Vessels,

(e) Enter into any merxger or consolidation, or
sell, lease or otherwise transfer all or a substantial portion of
its asgsets except as expressly permitted by the terms of Section
2.5 hereof.

Section 2.5. The Vessels.

(a) Sale, Mortgqaqe, Charter or Transfer of the
Vessels. The Owner shall not, without the prior written consent
of the Senior Lender, sell, mortgage, demise charter, time
charter or otherwise transfer any Vessel, except that the
following transfers are expressly permitted without such
consent: (A) the Charter, (B) takings or requisitions of the
title or use of a Vessel by any government or governmental body,
(C) sales permitted by Article VI, (D) the Senior Security
Agreement and Senjior Mortgage, or (E) the Subordinated Security
Agreement and the Subordinated Mortgage as originally executed
{(or, in the case of the Subordinated Mortgage, as supplemented to
cover additional Vessels).

(b) Taxes and Governmental Charges. The Owner shall
pay and discharge, or cause to be pald and discharged on or
before the date the same shall become delinquent, all taxes,
assessments, government charges, fines and penalties lawfully
imposed upon any Vessel unless the same are being contested in

good faith.

(¢) Liens on the Vessels. The Owner agrees that it
will not directly or indirectly create, incur, assume or suffer
to exist any Liens on or with respect to any Vessel, the Owner's
title thereto or any interest therein (and the Owner shall
promptly take such action as may be necessary duly to discharge
any such Lien), except the following: (i) the respective rights
of the Participants under the Basic Documents, (ii) Liens for
Impositiona that are not yet past due, (iii) maritime Liens for
current crew's, stevedore's or master's wages that are not yet
past due, {(iv) maritime Liens with respect to obligations
incident to the maintenance, repair and alteration of the Vessels
that are not yet past due, (v) maritime Liens with respect to
other obligations incident to the current operation of the
Vessels that either are not yet past due or (if subordinate to
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the Liens of the Security Agreements and Mortgages) have been due
and payable for a period of less than 60 days, (vi) any Liens
being contested in good faith and by appropriate proceedings, so
long as, in the reasonable opinion of the Senior Lender, there is
no material risk of any sale, forfeiture or loss of any Vessel,
and (vii) subcharters permitted under Section 2.5(a) hereof.
Neither the Owner, any charterer, the master of any Veasel, or
any other Person has or shall have any right, power or authority,
without the prior written consent of the Senior Lender, to:
create, incur or permit to be placed or imposed onh any Vessel any
Lien whatsoever, other than liens permitted by the preceding
sentence.

(d) Material Changes in the Vessels. The Owner shall
not make, or glve 1ts consent to anyone to make, any material
change in the structure, means of propulsion, type or speed of

any Vessel, unless it shall have received the Senior Lender's
prior written consent thereto.

Section 2.6, Insurance.

(a) The Owner shall cause to be carried and maintained
casualty insurance and liability insurance with respect to each
Vessel with responsible insurance companies, in each case in such
forms, against such risks and in such amounts as are customarily
insured against with respect to vessels of similar size, design,
class and age used in the transportation of Aggregate by
responsible owners, charterers and operators of such vessels
similarly situated as the Charterer. In no event shall the
amount of casualty insurance coverage at any time be less than
the aggregate Casualty Values of all Vessels as of the next Loss
Payment Date. Each policy with respect to such insurance shall
(i) name the Charterer (so long as the Charter shall be in
force), the Owner, the Senior Lender and the Subordinated Lender
as insureds and (in the case of casualty insurance coverage) as
loss payees, as their respective interests may appear, (ii)
include an effective waiver by the insurer of all claims against
each insured (other than the Charterer or, if the Charter has
been terminated, the Owner) for premiums, commissions and
assessments, (iii) provide that each insured (other than the
Charterer or, if the Charter has been terminated, the Owner)
shall be insured notwithstanding any breach of any condition or
warranty or any other act by the Charterer, the Owner, or any
other person, (iv) provide that such insurance shall be primary
insurance and shall be payable without right of contribution from
any other insurance coverage, (v) provide that no cancellation or
material change shall be effective as to any insured (other than
the Charterer or, if the Charter has been terminated, the Owner)
until at least 15 days after the receipt by such insured of
written notice thereof, and (vi) waive any right of subrogation
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against any insured (other than the Charterer or, if the Charter
has been terminated, the Owner).

(b) Notwithstanding any other provision of Section
2.6 (a) hereof, all proceeds of any casualty insurance in excess
of $150,000 shall be paid over (i) to the Senior Lender (if the
Senior Security Agreement has not been discharged), or to the
Subordinated Lender (if the Senior Security Agreement has been
discharged but the Subordinated Security Agreement has not been
discharged), or to the Owner (if both of the Security Agreements
have been discharged), in each case for application to the
payment of Casualty Value in the case of an Event of Loss with
respect to any Vessel (and the Owner hereby appoints the Senior
Lender or the Subordinated Lender, as the case may be, its
attorney in fact for the purpose of asking, reguiring, demanding,
receiving, compounding and giving acquittance for any and all
such casualty insurance proceeds), and any balance remaining
after payment in full of such Casualty Value shall be remitted to
the Charterer 1f no Charter Event of Default shall have ocurred
and be continuing, or, (ii) so long as no Charter Event of
Default shall have occurred and be continuing, to the
reimbursement of the Charterer or, if the Charter has been
terminated, the Owner for the cost of repairing and restoring any
damaged Vessel as to which no Event of Loss shall have
occurred. All proceeds of any casualty insurance equal to or
below $150,000 shall, so long as no Charter Event of Default
shall have occurred and be continuing, be paid over to the
Charterer or, if the Charter has been terminated, the Owner for
application to the payment of Casualty Value or the coat of
repairing and restoring any damaged Vessel, as the case may be,
or, 1f the Charter has been terminated, so long as no Senior Loan
Event of Default or Subordinated Loan Event of Default shall have
occurred and be continuing, be paid over to the Owner for
application to the payment of the cost of repairing any damaged
Vessel. Each casualty insurance policy maintained pursuant to
Section 2.6(a) hereof shall provide for payment as aforesaid.

(¢) The Owner shall, on or before January 31 of each
calendar year, furnish appropriate evidence of all insurance
maintained hereunder to the Senior Lender.

(d) The Owner and the Charterer shall each have the
right to maintain any casualty insurance on the Vessels in
addition to the insurance required to be maintained pursuant to
the preceding provisions of this Section 2.6 for the purpose of
protecting the Pair Market Sales Value of the Vessels net of the
value of the charter interest created by the Charter (in the case
of the Owner) or of protecting the value of the charter interest
created by the Charter (in the case of the Charterer), provided
that such additional casualty insurance would not in any way
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impair any insurance so required to be maintained.

Section 2.7. Inspection of the Vessels; Examination of
Owner's Records. The Owner will (1) permit, and will require the
Charterer to permit, the Senior Lender to have access to the
Vessels, their cargoes and papers for the purpose of inspecting
the same, subject to the restrictions set forth in Section 11 (h)
of the Charter; and (ii) at reasonable times permit the Senior
Lender, upon request, to make reasonable, material and pertinent
examination and audit of the bhooks, records and accounts of the
Owner, and to take information therefrom and make transcripts or
copies thereof; but, in each instance, only to the extent the
Senior Lender may reasonably deem necessary or appropriate in
connection with the agreements of the Owner hereunder.

Section 2.8. Events of Loss. Upon the occurrence of an
Event of Loss with respect to any Vessel--
(1) The Owner shall give written notice thereof to
the Senior Lender promptly after it receives notice of
the BEvent of Loss;

(2) On the Loss Payment Date next following such
Event of Loss, the Owner shall

(i) prepay a principal amount of the Senior
Note equal to the product of the total principal
amount of the Senior Note then outstanding (after
giving effect to any regular principal payment made
on the Senior Note on such Loss Payment Date) times
the Applicable Fraction on such Loss Payment Date
for such Vessel;

(ii) pay the accrued and unpaid interest, if
any, on the amount of principal prepaid; and

(iii) pay to the Senior Lender, from Casualty
Value proceeds received from the Charterer or any
insurance policy maintained by the Owner or
Charterer, an amount equal to 5% of the Discounted
Estimated Residual Value of such Vessel, but only
after the Owner has receilved its share of Casualty
Vaiue exclusive of Discounted Estimated Residual
va ue.

(3) The Owner shall promptly pay any and all
amounts 1t may receive in connection with such Event of
Logs to the Senior Lender up to the amount payable
pursuant to the foregoing subparagraph (2);



(4) All amounts which are received by the Senior
Lender in connection with an Event of Loss (whether from
the Owner, from an insurer or a government or
governmental body, from the Charterer or otherwise), up
to the amount payable pursuant to the foregoing
subparagraph (2), shall be retained by the Senior Lender
and applied to the payment of the amount payable
pursuant to the foregoing subparagraph (2);

(S) If there is no existing Senior Loan Default,
all other amounts received by the Senior Lender with
respect to such BEvent of Loss shall be promptly remitted
to the Subordinated Lendor for application pursuant to
Section 2.8 of the Subordinated Security Agreement or,
if the Subordinated Security Agreement has been
discharged, returned to the Owner or, if there is an
exigting Senior Loan Default, such amounts shall be
applied as provided in Section 3.5 hereof; and

(6) Pollowing payment of the amounts required to
be paid pursuant to subclauses (i) and (ii) of clause
(2) above, all installments of the principal of and
interest on the Senior Note required to be paid on each
subsequent January 1 or July 1 shall be reduced ratably
in accordance with the reduction in the principal amount
of the Senior Note resulting from the prepayment
pursuant to the said subclause (i), and Schedule X to
the Senior Note shall be deemed to have been amended
accordingly.

Section 2.9. Compliance with Ship Mortgage Act. The
Owner is, and shall at all times continue to be, a cltizen of the
United States within the meaning of Section 2 of the Shipping
Act, 1916, as amended, qualified to operate the Vessels in the
coastwide trade. The Owner shall comply with and satisfy or
cause to be complied with and satisfied all of the provisions of
the Ship Mortgage Act, 1920, as amended, in order to establish,
within a reasonable time after the execution and delivery of the
Senior Mortgage and each supplement thereto, and thereafter to
maintain, the Senior Mortgage as supplemented as a preferred
mortgage thereunder upon each Documented Vessel.

Section 2.10, Notice of Mortgage. The Owner shall
carry or cause to be carried with the sh?p's papers on each of
the Vessels subject to the Senior Mortgage, except unmanned
vessels as to which a certified copy will be kept with the ship's
papers, a properly certified copy of the Senior Mortgage and all
supplements thereto; and will cause the master or other person in
charge of each such Vessel to exhibit, on demand, the said copy
of the Senior Mortgage and all supplements thereto ko any Person



having business with the Vessel or to the representative of the
Senior Lender. The Owner represents that the Charterer has
agreed in the Charter that, within 120 days after the Purchase
Date, the Charterer shall permanently affix to each of the
Vessels in a prominent location a durable metal plate bearing 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 read as set forth below.

(1) In the cagse of any Vessel that is subject to the
Mortgages, the notice shall read as follows:

"NOTICE OF FLEET MORTGAGES AND CHARTER

"This Vessel is owned by Olive Leasing Corporation; is
covered by a Pirst Preferred Fleet Mortgage in favor of
Citicorp Industrial Credit, Inc. under authority of the Ship
Mortgage Act, 1920, as amended; is covered by a Second
Preferred Fleet Mortgage in favor of NYTR Transportation
Corp. under authority of said Act; and is under bareboat
charter to said NYTR Transportation Corp. 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 and
the crew in respect of this Vessel under certain conditions,
for general average or for salvage, or certain liens
subordinate to said fleet mortgages incident to current
operations or for maintenance or repairs.”

(ii) In the case of any Vessel that is not subject to
the Mortgages, the notice shall read as follows:

"NOTICE OF SECURITY INTERESTS AND CHARTER

*This Vessel is owned by Olive Leasing Corporation; is
subject to a senior security interest in favor of Citicorp
Industrial Credit, Inc.; is subject to a subordinate security
interest in favor of NYTR Transportation Corp.; and is under
bareboat charter to said NYTR Transportation Corp. No person
has any right to create or permit to be placed upon this
Vesgel any lien whatsoever other than liens for wages of a
stevedore and the crew in respect of this Vessel under
certain conditons, for general average or for salvage, or
certain liens subordinate to said security interests incident
to current operations or for maintenance or repairs.”

Within 120 days after a Vessel becomes subject to either of the
Mortgages or after the termination of either of the mortgages
referred to in the aforementioned notices, said notice will be
appropriately revised.



Section 2.11. Payment of Principal of and Interest on
the Senior Note. The Owner shall duly ans punctually pay the
principal of and interest on the Senior Note, when the same shall
become due and payable, whether by reason of maturity,

acceleration or otherwise, in accordance with the terms of the
Senior Wote.

Section 2.12. Performance of Owner's Aqreements by the
Senior Lender. If the Owner sha a O perform any o ta
agreements hereunder or under the Senior Mortgage, or if the
Charterer shall fail to perform any of its agreements under the
Charter, the Senior Lender may, in its discretion, at any time
during the continuance of a Senior Loan Default, do all acts and
make all necessary expenditures to remedy such failure,
Notwithstanding the foregoing, the Senior Lender shall not be
obligated to (and shall not be liable for its failure to) do such
acts and make such expenditures.

All funds advanced and expenses and damages incurred by
the Senior Lender in connection with any such compliance,
together with interest thereon at the Overdue Rate, shall
constitute a debt due from the Owner to the Senior Lender and
shall be secured hereunder and under the Senior Mortgage and
shall be repaid by the Owner upon demand.

Section 2,13. Uniform Commercial Code Filings; Further
Assurances. The Owner shall (1) furnish evidence aatiszactory to
the Senior Lender that financing statements under the Uniform
Commercial Code shall have been filed listing the Owner as debtor
in all offices in which it may be necessary or advisable in the
opinion of the Senior Lender to perfect its security interest,
and (ii) from time to time execute and deliver such further
instruments and take such action as may. reasonably be required by
the Senior Lender to more effectively subject the Senior Loan
Security to the lien of this Senior Security Agreement and the
Senior Mortgage as contemplated hereby.

Section 2.14. Corporate Existence. The Owner shall
preserve and maintain its separate corporate existence and all
rights, privileges and franchises in connection therewith and
shall maintain its corporate existence, rights and privileges in
the jurisdiction of its incorporation, and qualify and remain
qualified as a foreign corporation in each jurisdiction in which
such qualification is necessary or desirable and shall comply
with all material laws and regulations applicable to it.

Section 2.15. Use and Maintenance; Alterationsi Identifying
Marks; Inspection. During the term of an Owner Requisition
pursuant to Section 16 of the Charter and after termination of
the Charter:
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(a) The Owner shall use, operate, maintain and repair the
Vessels (or cause the Vessels to be used, operated, maintained
and repaired) in accordance with good commercial practices in the
Aggregate river scow shipping industry, and in compliance with
(i) any and all laws, ordinances, rules, regulations or orders of
any governmental authority or court applicable to the use,
operation, maintenance or repair of the Vessels (provided that
the Owner shall not be required to comply with any such laws,
ordinances, rules, regulations or orders so long as it is
contesting the validity, application or interpretation thereof in
good faith and by appropriate proceedings, and so long as, in the
reasonable opinion of the Senior Lender, there 1s no material
risk of any sale, forfeiture or loss of any Vesses or of any
material criminal or civil penalty) and (il) the applicable
provisions of the insurance policies required to be maintained
under this Senior Security Agreement.

(b) The Owner at its expense shall at all times maintain
or cause to be maintained the Vessels in accordance with good
commercial practices generally employed in the Aggregate river
scow shipping industry, so that the Vesgels shall be, insofar as
due diligence can make them s0, tight, staunch, strong and well
and sufficently tackeled, apparelled, furnished, equipped and in
every respect Seaworthy and in good operating condition, subject
to such ordinary wear and tear as might reasonably be expected
for river scows of aimilar size, design, class and age engaged in
the transportation of Aggregate. The Vessels shall be repaired,
overhauled, dry-docked, cleaned and painted whenever necessary to
maintain the Vegsela in accordance with thia Section 2.15(b).

{(c) Except as required pursuant to Section 2.15(d) hereof,
the Owner shall not, without the prior written consent of the
Senior Lender, alter or modify any Vessel in any way which could
impair its originally intended function, use, capacity or value,
nor connect, affix or install any equipment, accessory or device
to or on any Vessel which is not readily removable without
damaging the Vessel or which could impair the originally intended
function, use, capac¢ity or value of any Vessel.

(d) Notwithstanding any prohibitions of Section 2.15(c)
hereof, the Owner shall make or cause to be made all alterations
and modifications to the Vessels and shall connect, affix and
install or cause to bhe corrected, affixed or installed any
equipment, accessory or device to or on the Vessels that may be
required in order to comply with any and all laws, ordinances,
rules, regulations or orders of any governmental authority or
court (provided that the Owner shall not be required to comply
with any such laws, ordinances, rules, requlations or orders so
long as it is contesting the validity, application or
interpretation thereof in good faith and by appropriate
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proceedings, so long as, in the reasonable opinion of the Senior
Lender, there is no material risk of any sale, forfeiture or loss
of any Vessel or of any material criminal or civil penalty).

(e) During the term of the Charter, other than during
the term of an Owner Requisition, the Owner shall direct the
Charterer to comply with the terms of Section 11 of the Charter
and if the Charterer does not comply with the terms of Section 11
of the Charter, the Owner shall comply with the provisions of
this Section 2.15.

Section 2.16, Charter Payments

(a) The Owner hereby agrees to execute and deliver to
the Charterer irrevocable instructions to make all payments of
Basic Hire and Supplemental Hire directly to the Senior Lender's
account with Citibank, N.A,, 399 Park Avenue, New York, New York,
account number 30764992, or to such other account as the Senior
Lender may from time to time direct by written notice to the
Owner. If there is no existing Senior Loan Event of Default, the
Senior Lender shall promptly apply all amounts it receives in
gatisfaction of the amounts then due and payable under this
Senior Security Agreement and disburse the remainder of such
amounts to or as directed by the Owner. The Senior Lender shall
pay to the Owner interest at the rate of 16% per annum on any
amounts to be disbursed to Owner which are not so dishursed
within one Business Day of their receipt by the Senior Lender.
Such interest shall accrue from and including the f£irst Business
Day after they were received by the Senior Lender to but
excluding the day they are disbursed.

Section 2.17. Performance by Charterer, To the extent
that any obligation of the Owner contalned In this Senior
Security Agreement is capable of being satisfied and fulfilled by
the Charterer, the performance of such obligation by the
Charterer shall be accepted by the Senior Lender and shall to the
extent of such performance be deemed to satisfy and fulfill such
obligations of the Owner.

Section 2.18. Owner Note Purchase.

(a) The Owner or any Affiliate of the Owner may,
subject to the provisions hereinafter set forth, purchase the
Senior Note from the Senior Lender for a purchase price equal to
the sum of (i) the entire unpaid principal amount of the Senior
Note, together with accrued and unpaid interest, if any, on such
amount to the date of such purchase, plus (ii) an amount equal to
5% of the Discounted Estimate Residual Value of all Vessels then
subject to the Lien of the Senior Security Agreement.
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{b) Notwithstanding the provisions of Section 2.18(a)
above, the Senior Lender shall not be entitled to the payment set
forth in clause (ii) of Section 2.18(a) hereof if Hire payments
received from the Charterer on any Senior Note payment date are
insufficient to make payment of the Senior Note installment then
due and the Owner shall have cured said payment within the time
provided in Section 3.3(b) or (c¢) hereof and a subsequent cure as
provided in Section 3.3(d) hereof shall not have occurred.

(c) The Owner or any Affiliate of the Owner shall be
entitled to purchase the Note as herein provided (i) in the event
that a Charter Event of Default has occurred and is continuing
and the Senior Lender has commenced exercising its remedies or
(1i) a cure payment as provided in Section 3.3(b) or {(c) hereof
has been made,

Section 2.19. No Prepayment Except as Expressly Provided.
Except as expressly provided In this Senlor Security Agreement,
the Owner shall have no obligation or right to prepay the Senior
Note or any portion thereof.

ARTICLE III
DEFAULTS AND REMEDIES

Section 3.1. What Constitutes a "Senior Loan Event of
Default”. Each of the following events shall constitute a
"Senior Loan Event of Default"™ within the meaning of this
Section.

{a) Default, continued for 5 Business Days after
receipt by the Owner of written notice thereof, in the payment of
the whole or any part of the principal interest or prepayment
premium, if any, on the Senior Note or any other amounts secured
by this Senior Security Agreement when the same shall become due
and payable, whether at maturity, by acceleration or otherwise.

(b) Default by the Owner, continued for 30 days after
receipt of written notice thereof, by certified or registered
mail to the Owner and the Charterer from the Senior Lender, in
the due and punctual observance of any other agreement in any of
the Basic Documents to which the Owner is a party, provided that
no such default shall be deemed to be continuing if the Owner is
proceeding diligently to cure such default;

(c) Any representation or warranty of the Owner contained
in any of the Basic Documents, or in any document or certificate
furnished to the Senior Lender pursuant to any provision of, or
in connection with the transactions contemplated by, any of the
Basic Documents shall prove to have been incorrect or misleading
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in any material respect as of the date on which made;

(d) The Owner shall be dissolved or “shall, by a court of
competent jurisdiction, be adjudged a bankrupt or shall make a
general assignment for the benefit of its creditors; or a
petition for reorganization of the Owner under the Bankruptcy
Code shall be filed by the Owner, 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 Owner under
the Bankruptcy Code shall be approved by such a court, whether
proposed by a creditor, a stockholder or any othar 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 the Vessels or all or
subgtantially all of the property of the Owner, and such decree
shall have continued unstayed, on appeal or otherwise, and in
effect for a period of 60 days; or

(e) A Charter Bvent of Default shall have occurred and be
continuing.

Section 3.2. Acceleration of Maturity of Senior Note.
Subject to the provisions of Sectlon 3.3 hereo%, the Senior
Lender may, by giving written notice to the Owner, declare the
principal of the Senior Note and intereat accrued thereon to be
immediately due and payable at any time after a Senior Loan Event
of Default shall have occurred and while such Senior Loan Event
of Default shall be continuing. Thereupon the principal of and
accrued interest on the Senior Note shall become immediately due
and payable.

Section 3.3. Waivers of Default; Certain Payments and
Actions by the Owner to Cure Defaults.

(a) The Senior Lender, in its sole discretion, may
waive any Senior Loan Event of Default or Senior Loan Default.
No waiver under of this Section 3.3(a) shall extend to or affect
any subsequent or other Senior Loan Event of Default or Senior
Lgan Default, nor impair any rights or remedies consequent
thereon.

(b) In the event that as a result of the occurrence of a
Charter Event of Default involving any payment of Hire being
overdue, the Senior Lender shall have received insufficient funds
to pay any amount referred to in Section 3.1(a) hereof, the Owner
may pay to the Senior Lender, prior to the expiration of the
grace period provided for in Section 3.l(a) hereof, an amount
equal to such insufficiency together with interest thereon at the
Overdue Rate for the period for which such amounts were
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overdue. Subject to Section 3.3(d) hereof, such payment by the
Owner shall be deemed to cure any Senior Loan Event of Default
which would otherwise have arisen from such Charter Event of
Default. Upon such payment by it, the Owner shall be subrogated
to the rights of the Senior Lender in respect of such overdue
payment of Hire and payment of interest on account of its being
overdue, and therefore, shall, if no other Charter Event of
Default or Senior Loan Events of Default shall have occurred and
be continuing and if all principal and interest payments due on
the Senior Note at the time of receipt by the Benior Lender of
such overdue payment of Hire have been paid, be entitled to
receive such overdue Hire and such interest upon receipt thereof
by the Senior Lender; provided that in the event that the
principal of and accrued Interest on the Senior Note shall have
been declared to be immediately due and payable pursuant to
Section 3.2 such subrogation shall, until the principal of and
interest on the Senior Note shall have been paid in full, be
subordinate to the rights of the Senior Lender in respect of such
payment of Hire and such interest prior to receipt by the Owner
of any amount pursuant to such subrogation.

(c) In the event that, even though all Hire required to
be paid under the Charter has been paid, the Senior Lender shall
have received insufficient funds to pay any amount referred to in
Section 3.1(a) hereof, the Owner may pay to the Senior Lender,
prior to the expiration of the grace period provided for in
Section 3.1(a) hereof, an amount equal to such insufficiency
together with interest thereon at the Overdue Rate for the period
for which such amounts were overdue. Subject to Section 3.3(d)
hereof, any such payment by the Owner shall be deemed to cure
such Senior Loan Event of Default.

(d) The Owner shall have an absolute right to exercise
its rights to cure under paragraph (b) or (c) of this Section 3.3
one time. Thereafter, the Owner shall have the right to cure
only if and so long as it is diligently exercising its rights
under Section 16 of the Charter relating to Owner Requisition and
is diligently exercising its rights under the Clinton Point
Agreement which results in the shipment of Aggregate.

(e) If the Owner exercises its rights under paragraph
(b) or (c¢) of this Section 3.3, it shall have the right to
prepay, without premium or penalty, the Senior Note together with
all interest and other amounts due thereunder and hereunder.
Such right must be exercised prior to the next succeeding
interegt and principal payment date under the Senior. Note.

(E) If a Charter Bvent of Default has occurred and is

continuing and the Senior Lender has commenced exercising its
remedies, the Owner shall have the right to prepay, without
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premium or penalty, the Senior Note together with all interest
and other amounts due thereunder and hereunder.

Section 3.4. Remedies After Default. (a) Subject to the
provisions of Section 3.3 hereof, at any time after a Senior Loan
Event of Default shall have occurred and be continuing, the
Senior Lender shall have the right to --

(1) Take the Vessels without legal process
wherever the same may be (and the Owner or other person
in possession shall forthwith surrender possesgssion of
the Vessels to the Senior Lender upon demand) and held,
lay up, lease, charter, operate or otherwise use the
Vessels for such time and upon such terms as it may
reasonably deem to be for the best advantage of the
Senior Lender, 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
ugse of the Vessels;

(2) Exercise all the rights and remedies in
foreclosure and otherwise given to mortgagees by the
Ship Mortgage Act, 1920, as amended; .

(3) Bring suit at law, in equity or in admiralty
to recover judgment for any and all amounts due under
the Senior Note, this Senior Security Agreement and the
Senior Mortgage, collect the same out of any and all
property of the Owner, whether or not the same is
subject to the lien of this Senior Security Agreement or
the Senior Mortgage, 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 Senior Lender
under the following subparagraph (5));

(5} Sell the Vessels, free from any claim of the
Owner, by public sale with sealed bids, held at such
time and place and in such manner as the Senior Lender
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 registered or
certified mail to the Owner and the Charterer at their
last known addresses, the first such publication and
mailing to be made at least 30 days prior to the date
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fixed for such sale; provided, that such sale may be
adjourned from time to time without further publication

or notice (other than announcement of the time and place
appointed to 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 Qwner or other Person in
possession shall forthwith surrender possession to the

Senior Lender), the whole or any part of the Vessels and

the Senior Loan Security wherever the same may be, and
take possession of and hold the same;

(7) In its discretion, to the extent not in

express conflict with this Section 3.4, take any and all

action provided for or authorized or permitted by or in
respect of the Senior Note, this Senior Security
Agreement, the Vessels and the other Senior Loan
Security (said documents, funds and assets being herein
called the "Increased Senior Loan Security”), including

all action provided for in or authorized or permitted by

or in respect of the Increased Senior Loan Security:

(8) Receive, in the event of an actual or
constructive total loss or an agreed or comprised total
loss or a requisgition of title to or use of the Vesgsgels
all insurance or other payments therefor to which the

Owner would otherwise be entitled, such insurance monies

to be applied by the Senior Lender in accordance with

the interest of the Senior Lender as provided in Section

4.1 and, if any balance remains, in accordance with the
interest of the Owner as provided in Section 4.2; and

(9) Pursue to final collection all claims arising
under, and to collect such claims from, the Senior Loan
Increased Security:

rovided that the Senior Lender shall not exercise the remedies
set forth in clause (2) or (5) above\If a Senior Loan Event of |

eﬂﬁef

,d irectly or

Default referred to in Section 3.l(e) hereof shall have occurred

and be continuing unless the Charter has theretofore been
terminated.

(b} The Owner hereby irrevocably appoints the Senior

indirec Y,

Lender the true and lawful attorney of the Owner, in its name and

gtead, to make all necessary transfers of the whole or any part
of the Increased Senior Loan Security in connection with a sale
or other disposition pursuant to paragraph (a) of this Sectioen,
and for that purpose to execute all necessary instruments of



assignment and transfer. Nevertheless, the Owner shall, if so
requested by the Senior Lender in writing, ratify and confirm
such sale by executing and delivering to any purchaser of the
whole or any part of the Increased Senior Loan Security such
proper bill of sale, conveyance, instrument of transfer or
release as may be designated in such request.

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

(d) 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 Senior Loan Event of Default.

(e) The exercise of any right or remedy shall not
constitute an election of remedies by the Senior Lender.

(£) If the Senior Lender discontinues any proceeding,
the rights and remedies of the Senior Lender and of the Owner
shall be as though no such proceeding had been taken,

Section 3.5. Application of Proceeds. (1) The proceeds
(from sale or otherwise) of the whole or any part of the
Increased Senior Loan Security and use thereof by the Senior
Lender under any of the foregoing powers, (2) the proceeds of any
judgment collected by the Senior Lender for any Senior Loan
Default, (3) the proceeds of any insurance and of any claim for
damages to the whole or any part of the Increased Senior Loan
Security received by the Senior Lender while exercising any such
power; and (4) all other amounts received by the Senior Lender,
including any other amounts which are required to be applied as
p:ogigid in this Section, shall be applied by the Senior Lender
as follows:

Firgst--to the payment of all advances by the Senior
Lender pursuant to this Senior Security Agreement and
glldreasonable charges and expenses of the Senior

ender;

Second--to the payment of all sums of money (other
than amounts referred to in clauses First above and
Third and Fourth below) due and unpald secured by the
Senlor Mortgage or this Senior Security Agreement;

Third--to the payment of the whole amount of the
interest then due an