
















Section 7.06 - Dredaina. The berth adjacent to the Leased
Premises will be dredged by Lessor to the depth of 33 feet below
mean low tide on or before the commencement of Lessee's commercial
activities. Thereafter, Lessor shall be responsible for routine
maintenance dredging which will be performed as a part of routine
port maintenance dredging.

Section7.07 - Improvements.Lessee shallhave the continuing
right to construct improvements as set forth in Section 7.01,
provided that any improvements, modifications, major repairs,
additionsand fixturesby Lessee to the Facility or affectingany
property of Lessor must be approved in advance by the Chief
Engineer of Lessor in writing, or to such other person(s) as Lessor
may designate. Such appr.:>valshall no~.be unreasonably withheld.
Lessee shall submit to Lessor such information regarding such
planned improvements, modifications, major repairs, additions and
fixtures as Lessor may request. Anything in this section to the
contrary notwithstanding, Lessor's review and required approval
shall be limited to protecting any adverse effect on the property
of Lessor, and Lessor shall not be required to make any evaluation
regarding safety, soundness, sufficiency or suitability. Upon
completion of same, Lessee shall submit to Lessor "as built" plans
and specifications for all alterations and physical additions made.

ARTICLE 8 - ENCUMBRANCE FACILITY,
OF LEASEHOLD ESTATE, FIXTURES AND EOUIPMENT BY LESSEE

Section 8.01 - Lessee's Riaht to Encumber. Lessee may, at any
time and from time to time, grant prior and superior liens,
mortgages and security interests or otherwise encumber the
Facility, the leasehold estate, the Lessee's fixtures and the
Lessee's equipment by a prior and superior deed of trust, mortgage,
security agreement, or other security instrument, without obtaining
the consent of Lessor, provided that:

(a) No such encumbrance shall be binding upon the fee title
of Lessor, without the joinder therein by Lessor, and
nothing in this Agreement shall be deemed to grant Lessee
or any other party any- lien, encumbrance or security
interest, on,any property owned by Lessor or the City of
Galveston. .

(b) No such encumbrance shall constitute a lien on the fee
title of Lessor, and the indebtedness secured thereby
shall at all times be and remain inferior and subordinate

to all the conditions, covenants, and obligations of this
Agreement and to all of the rights of the Lessor
hereunder;

(c) Lessee shall promptly deliver to Lessor a true copy of
any such encumbrance and shall notify Lessor of the ad-
dress of each holder of any such encumbrance to which
notices may be sent; and
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(d) Each such encumbrance shall contain provisions permitting
the disposition and application of the insurance proceeds
and condemnation awards in the manner provided in this
Lease.

Lessor recognizes that in order to obtain financing for Facility to
the Leased Premises, a lender may require that this Agreement be
amended in one or more aspects, and Lessor agrees to execute a
written document setting forth such amendments, provided the
amendments do not, in Lessor's sole opinion, unreasonably or
materially alter the original terms of this Agreement as set forth
in this document.

Section 8~ 02 - Notices to ~Jender. If (.it any time after
execution and recordation of any such mortgage or deed of trust or
other encumbrance, Lessee, or the mortgagee or trustee therein,
shall notify Lessor in writing that such mortgage or deed of trust
has been given and executed by Lessee, and shall at the same time
furnish Lessor with the address to which it desires copies of
notices to be mailed or delivered, Lessor hereby agrees that it
will thereafter mail to such mortgagee or trustee and to the agent
or representative so designated by such mortgagee or trustee, at
the address so given, duplicate copies of any and all notices in
writing which Lessor may from time to time give or serve upon
Lessee under and pursuant to the terms and provisions of this
Agreement.

Section 8.03 - Riqht of Lender. Any lender on the security of
the Facility, the leashold estate, the Lessee's fixtures and the
Lessee's equipment shall have the right at any time during the term
of this Agreement:

(a) Prevention of Forfeiture. To do any act or thing
required of Lessee hereunder within the time for per-
formance granted to Lessee by the applicable provisions
of this Agreement, as extended by any grace periods
provided for in this Agreement, and all such acts or
things done and performed shall be as effective to
prevent a forfeiture of ' Lessee's rights hereunder as if
done by Lessee; and

(b) Foreclosure Proceedings. TQ realize on the security
afforded by the leasehold estate by exercising fore-
closure proceedings or power of sale or other remedy
afforded in law or in equity or by the security documents
and to transfer, convey, and assign the title of Lessee
to the leasehold estate created hereby to any purchaser
at apy such foreclosure sale, and to acquire and succeed
to the interest of Lessee hereunder by virtue of any such
foreclosure sale. No such mortgagee or trustee of the
rights or interests of Lessee hereunder shall be or
become liable to Lessor as an assignee of this Agreement
unle55 it expre5aly aaaumea by written instrument such
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constructed on and the type of business operated from the Leased
Premises, and for Lessee's operations from the Leased Premises.

Section 11.02 - Indemnificationof citv and Lessor.

Lessee shall INDEMNIFY and BOLD HARMLESS the Lessor, its
trustees, officers, agents and employees, and the City of
Galveston, its officers, agents and employees, against all costs
and expenses, including, without limitation, attorneys' fees and
costs of investigation and defense, as well as legal liability,
whether from suit, judgment, settlement or otherwise arising out of
any or all claims for injury to persons or property, including but
not limited to injuries resulting in death, arising from, or caused
by, or incident to any wrongful or negligent act or omission of
Lessee, its agents, invitees, servants and employees upon the
Leased Premises, or arising or resulting from any defective or
unsafe condition for which Lessee is responsible, or of any
apparatus, equipment or other property of Lessee, or in any other
manner arising out of any action or inaction of Lessee. Any
language to the contrary notwithstanding, the covenants and
agreements contained in this paragraph shall survive the
termination or expiration of this Agreement for whatever 'cause. In
addition, the covenants and agreements contained in this paragraph
shall be valid and enforceable regardless of whether the Lessor or
its trustees, officers, agents or employees shall have been
negligent or whether the Lessor was in any manner responsible for
the negligent or wrongful act or omission or the defective or
unsafe condition which may have caused the injury or claim.

ARTICLE 12 DEFAULT AND REMEDIES

Section 12.01 - Default Bv Lessee.

(a) Lessee's Default For Failure To Maintain Liabilitv
Insurance Coveraqe. In the event Lessee does not maintain the
liability insurance required by Section 11.01(b), Lessor may
purchase such insuranceon behalf of Lessee, and the cost of such
insurance shall be paid to Lessor by Lessee within fourteen (14)
days after Lessor gives Les~ee notice of such amount owed. If
Lessor is unwilling or unable to secure such insurance on behalf of
Lessee after receipt of the notice ,of cancellation from the
insurance carrier, Lessor may provide written notice thereof to
Lessee, and Lessee shall have a period of ten days to secure the
insurance required by Section 11.01(b) and provide the appropriate
certificate thereof to Lessor, or Lessor may, at its option,
terminate this Agreement. The provisions of Section 8.02, above,
shall apply as to all notices under this Section 12.01(a) and under
Section 12.01{b).

~ (b) Lessee'sDefaultOtherThan FailureTo MaintainLiabilitv
Insurance Coverage. Except as specificallyprovided in section
12.01(a) above, should Lessee default in the performance of any
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