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UNITED STATES BANKRUPTCY COURT A p T

(4]
g FOR THE NORTHERN DISTRICT OF ILLINOIS KL N
EASTERN DIVISION o084y, &>
In re: ) Chapter 11 6’?& & % 4
7
NATIONAL STEEL CORPORATION, etal, ) No. 02 B 08699 "?ggﬁa&
) (Jointly Administered) " ‘32 a
Dehtors. ) » 45,9*
) Hon. Tolin [1. Squires
)
} Hearing Date: May 11, 2004
) learing Time: 8:30 a.m.

AMENDED FINAL JOINT APPLICATION OF (1) HSBC BANK USA, AS
INDENTURE TRUSTEFE. FOR FIRST MORTGAGE BONDHOLDERS,
(I KELLEY DRYE & WARREN LLP, COUNSEL TO THE INDENTURE
TRUSTEE, AND (111} THIBODEAU, JOHNSON & FERIANCEK, PLLP,
LOCAL COUNSEL TO THE INDENTURE TRUSTEE, FOR (A) FINAL
ALLOWANCE OF COMPENSATION AND REIMBURSEMENT OF
EXPENSES AND (B) RELEASE OF HOLDBACK COMPENSATION

SUMMARY

NAMES OF APPLICANTS 1ISRBC Bank USA, Kelley Drye & Warren LLP, and
Thibodeau, Johnson & Feriancek, PLLP

AUTIHORIZED TO PROVIDE Trustee for First Mortgage Bondholdcrs
PROFESSIONAL SERVICES TO

PERIONS FOR WHICH March 6, 2002 — March 31, 2003 (First Interim
COMPENSATION 18 SOUGHT Compensation Period)
April 1, 2003 — May 20, 2003 (Final Compensation
Period)
AMOUNT OF FEES SOUGHY HSBC Bank USA - §7 ,604.40
For FINAL COMPENSATION Kellcy Drye & Warren LLF - $59,558.50
PERIOD Thibodeau, Johuson & Feriancek, PLLP - $175.00
AMOUNT OF EXPENSE Kelley Drye & Warren LLP - $4,108.13
REIMBURSEMENT SOUGHT Fonr Thibodeau, Johnson & Feriancek, PLLP - $0.00

FiNAL COMPENSATION PERIOD

AMOUNT OF HOLDBACK SOUGHY First Interitn Compensation Period - $18,355.61
Final Compensation Period - $5,973.35

THIS 15 AN: INTERIM APPLICATLON FINAL APPLICATION X
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EXHIBITS

‘The following exhibits are attached hereto and incorporated herein by reference:

Exhibit A

Exhibit B

Exhibit C

Exhibit D

Exhibit E

Exhibit F

Exhibit G

Exhibit H

Exhibit I

Exhibit 1

Exhibit K
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Fee Order
Adegquatc Protection Order

Detailed Time Entry Records for HSBC Bank USA, as Trustce for First
Mortgage Bondholders

Compensation Sought (includes billing rate and year of admission to
practice) for Kelley Drye & Warren LLP, Counse! 10 the Trustee for First
Mortgage Bondholders

Attorney Biographies

Delailed Time Entry Records for Kelley Drye & Warren LLP
Profcssionals and Paraprofessionals

Summary of Kelley Drye & Warren LLP Expenses
Supporting Documentation to Kslley Drye & Warren LLP Expenses

Compensation Sought (includes billing rate and year of admission to
practice) for Thibodeau, Johnson & Feriancek, PLLP

Detailed Time Entry Records for Thibodeau, Johnson & Feriancek, PLLP

Proposed Order




TO THE HONORABLE JOHN H. SQUIRES
UNITED STATES BANKRUPTCY JUDGE:

Kelley Drye & Warren LLP (“Kclley Dryc”), counsel to the Indenture Trustec for First
Mortgage Bondholders of National Stecl Corporation and its affiliated debtors in the above-
captioned cases (collectively, “National Steel” or the “Deblors™), hercby submits this amended
application (the “Application”) for an order allowing and awarding, on & final hasis: (i) all
compensation and reimbursements of expenses awarded pursuant to the Interim Compensation
Order (as defined herein), (11) $7,604.40 in compensation for professional services rendered by
the Trustec (as defined herein) from April 1, 2003 through and including May 20, 2003 (the
“Final Compensation Period”), (iii) $59,558.50 m compensation for 188.3 hours of professional
services rendered by Kelley Drye during the Final Compensation Period, (iv) $175.00 in
compensation for .0 hour of pro fcssional services rendered by Thibodeau, Johnson &
Feriancek, PLLP (“TIF") during the Final Compensation Period, (v) reimburscment ol $4,108.13
for expenscs incurred by Kelley Drye during the Final Compensation Period in connection with
such services, and (vi) all amounts of compensation previously heldback (the “Holdback
Amounts™). In support of this Application, the Trustee, Kclley Dryc, and TIF (together, the
“Applicants”) respectfully represent as follows:

Jurisdiction

1. This Court has jurisdiction over this Application pursuant (0 28 U.5.C. § 1334 and
the general reference of bankruptcy matters Lo this Court made by the District Court for the
Northern District of Illinois. This matter is a core procecding within the meaning of 28 US.C. §
157(b)(2). Venue of the Debtors” chapter 11 cases and this Application is proper under 28
U.S.C. §§ 1408 and 1409. The relief requested may be granted in accordance with the provisions

of 11 U.S.C. §§ 105 and 331,
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Background

2. On April 1, 2003 {the “petition Date™), each of the Debtors filed with this Court a
voluntarily petition for relict under chapter 11 of title 11 of the United States Code, 11 US.C. §3
101, ef seq. (the “Bankruptcy Codc™). The chapter 11 cases werc procedurally consolidated for

administrative purposes.

3. HSBC Bank USA is the successor Indenture Trustec (the “Trustce™) under the

Indenture of Mortgage and Deed of Trust, dated as of May 1, 1952 (as supplemented, the
“Indenturc’™), among National Stecl and Greal Lakes Steel Corporation, as Issuers, City Bank

Farmers Trust Company, as Trustee, and Ralph E. Mornon, as Individual Trustee, pursuant to

which $60,500,000 aggregate principal amount of National Steel’s First Mortgage Bonds, 8%%
Series Due 2006 (the “8%% Bonds”) and $300,000,000 aggregale principal amount of National
Gteel’s First Mortgage Bonds, 474% Series D Nue 2009 (the «g74% Bonds” and, together with
the 8%% Bond, the “Bonds™) each were issucd and remain outstanding.,  The Trustee retained
Kelley Drye as counsel in connection with the Bonds, and TIF as local counsel for certain

litigation relating 1o the collateral securing the Bonds.

4. The holders of the First Mortgage Ronds (the “Bondholders™) formed an
unofficial ad hoe committee in {hese cases (the “Bondholders’ Committee”) of which the Trustee

is a member.

5. On March 7, 2002, the Court entered an Administrative Order Under 11 U.S.C.
§§ 105(a) and 331 Gstablishing Procedures (or Periodic Compensation and Reimbursement of
Expenses of Professionals (the “Fec Order”). A copy of the Fee Order is attached hereto as

Exhibit A.
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6. On June 6, 2002, the Courl cntered a Stipulation and Order Pursuant to 11 U.S.C.
§§ 361 and 363 Granting Adequate Protection For the Ratable Benefit Of First Mortgage
Bondholders (the “Adequate Protection Order™).! A copy of the Adequate Protection Order is
attached hereto as Exhibit B. Pursuant to the Adecquate Protection Order, the Decbiors agreed 1o
provide adequate protection to the Bondholders, including the payment of the fees and expcnses
of the Trustee, together with the fees and costs ‘ncurred in commection with the Trustee's retained

professionals.

7. Pursuant Lo the Adequate Protection Qrder, the Applicants agreed to apply to this
Court for allowance and payment of compensation earned and reimbursement ol expenses
incurred in accordance with the applicable provisions of the Bankruptcy Code, the Bankruptcy
Rules, the Fee Order, the Local Rules, and any other orders entcred by the Court in thesc cascs

regarding professional compensation.

8. The Applicants have not cnlered into any agrecment, eXpress or implied, with any
other party for the purpose of fixing or sharing fees or other compensation to be paid for
professional services rendered in these cases. No promises have heen received by the Applicants
ot any member thereof as (0 compensation in connection with these cases other than in

accordance with the provisions of the Bankruptey Code.

9. On June 12, 2003, the Applicants submitted their first interim application (the
“First Interim Application”) for the period March 6, 2002 to March 31, 2003 (the “First Interim
Compensation Period”) sccking the allowance and award of interim compensation for (a) the

Trustee in the amount of $19,986.82, (h) Kelley Drye in the amount of $182,596.57, subjectto a

The Bondholders and the Debtors subsequently cxecuted a second slipwlation and order granting
adequate protection and a third stipulation and ordet granting adequale protection.

5
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holdhack in the amount of $18,259.66, (¢) TJF in the amount of $959.50, subject to a holdback in
the amount of $95.95, (d) rcimbursement of Kelley Drye’s expenses in the amount ol $9,120.51,

and (g) reimbursement of TJI™'s cxpenses in the amount of $147.07.

10.  On July 15, 2003, thus Court cntered an order granting the Applicants’ First

Interim Application (the “[nlerim Compensation Order”).

11.  The Applicants also submitted monthly fee statements for the petiod from April 1,
2003 through May 20, 2003, n accordance with the Fec Order and the Adequate Proteclion
Order, seeking payment of intenm compensation and reimbursement of expenses on a monthly

basis.

12.  Pursuant to the Fec Order, the Debtors have made monthly paymenis to the
Applicants for services rendered and expenses incurred during the Final Compensation Period as

follows:

a. For the period from April 1, 2003 through April 30, 2003, the Deblors
have paid the Applicants 547,501.58 (90% of fces and 100% of

disbursements);

b, For the period from May 1, 2003 through May 20, 2003, the Debtors have

paid the Applicants $24,972.22 (90% of fees and 100% of dishursements);

13, By this Application, the Applicants arc seeking, on a final basis, the allowance
and award of (a) all amounts of compensation and reimbursements allowed and awarded
pursuant 1o the Intenm Compensation Order, (b) compensation for scrvices rendered by the

Trustee during the Final Compensation Period, (¢) compensation for professional services
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rendcred by Kelley Drye, as counsel to the Trustee, during the Final Compensation Period, (d)
compensation for professional services rendered by TTF, as local counsel to the ‘[rustee, during
the Final Compensation Period, (e) rcimbursement of expenscs incurred by Kelley Drye in
connection with its services during the Final Compensation Period, and (f) the $24,328.96
previously subject to a holdback with respect to the monthly payments made by the Debtors

pursuant to the Fee Order.

14.  Becausc this is thc Applicants’ final fee application, and m light of the prior

confirmation of the Debtors’ Plan of Reorganization, the Applicants respectfully request the
release of the Holdback Amounts. The resulis of this chapter 11 case have been readily

ascertained and there is po neccssity to require that funds remain subject to a holdback.

Trustee’s Compensation

15. The Trustee sccks the approval ol the sum of $7,604.40 for services rendered by
the Trustce during the Final Compensation Period. Attached hereto as Exhibit C are the time

entry records for the Trustee.

16.  While the Trustec incurred fees totaling $11,368.20 during the Final
Compensation Period, we have reviewed (he time entries of the Trustee for fees incutred for the
general review ol miscellansous documents and court papers. Fees for those services total
$3,781.80 and fees for thosc services have not been included in the compensation sought by the

Trustee in this Application.
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Kelley Drye’s Compensation and Expenses

17.  Kelley Drye sceks approval of the sum of $59,588.50 for legal services rendered
to the Trustee during the Final Compensation Period, and $4,108.13 for reimbursement of
EXPCNsSes incurred ip connection with the rendition of such services, fora total award of

$65,568.95.

18.  The fees sought reflect an aggregate of 188.3 hours of attorney and
paraprofessional time spent and recorded in performing services for the Trustee during the Final
Compensation Period, at a biended average hourly rate of $316.46 for both professionals and

paraprofessionals. The blended hourly rate for professionals only is $337.53.

19, Kelley Drye rendercd to the Trustee all services for which compensation is sought

solely in connection with thesc cases, in furtherance of the duties and functions of the Trustee.

20.  Kelley Dryc maintains computerized records of the time expended in the rendition
of the prolessional services required by (he Trustee. These records are maintained in the
ordinary course of Kelley Drye’s practicc. For the convenience of the Court and parties in
interest, and in accordance with the Local Rules, billing summaries for the Final Compensation
Period are attached hercto as Exbibit D, setting forth the name of each attorney and
paraprofessional for whosc work on these cases compensation is sought, gach altomey’s year of
bar admission, the aggregate time expended by each such attorney and paraprofessional, the
hourly billing rate for each such attorney ot paraprofessional at Kelley Drye's standard billing
rales, and the by-timekeeper amounts o [ compensation reguested. The compensation requested
by Kelley Drye is based on the customary compensation charged by comparabhly skilled
practitioners in cases other than cases under the Bankruptey Code. A description of the
professional qualification of each attorney is attached hereto as Exhibit E.

8
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21, Attached hereto as Exhibit F are time eniry records brokcn down in tenths of an
hour by matler and sctting forth a detailed description of services performed by cach attormey

and paraprofessional on behalf of the Trustee.

22, Kelley Drye also maintains computenized records of all expenses incurred m
connection with the performance of professional scrvices. A summary of the amounts and
categories of expenses for wnch reimbursement is sought is attached hereto as Exhibit G.
Supporting documents for cxpenscs incurred in April 1, 2003 through May 20, 2003 are attached

hereto as Exhibit H.

73.  While Kelley Drye has incurred a total of $6,010.45 in expenses in connection
with services rendered lo the Trustee during the Final Compensation Period, Kelley Drye does

not seek reimbursement for the following expenses:

A4/20/03 Club Dues $50.00
4/24/03 Overtime Meal $26.55
4/25/03 Overtime Meal $13.45
5/12/03 Transportation/Lodging for ~ $1,757.79

Fee Application Hearing

5/13/03 Transportation from Fec $54.53
Application Heaning

TOTAL: $1,902.32

Accordingly, the amount of reimbursement sought by Kelley Drye in connection with the Final
Compensation Period is $4,108.13.
24.  Throughout the Final Compensation Period, Kelley Drye has been acutcly aware

of cost considerations and has tried to minimizc the expenses it incurs.
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TIF's Compensation and Expenses

75 TIF seeks approval of the sum of $175.00 (or legal services rendered to the

Trustee during the Final Compensation Period.

76.  The fees sought reflect an aggregate of 1.0 hour of attormey time spent and
recorded in performing services for the Trustee during the Final Compensation Period, at an

hourly ratc of $175.00.

27 TIF rendercd to the Trustee all services for which compensation is sought solely
in connection with these cases, in furthcrance of the duties and functions of the Trustee. The
services rendercd by TIF related to the Trastee’s defense of a real estate partition action pending

in District Court of Minncsota for the o™ Judicial District.

28 TJF maintains computerized records of the time expended in the rendition of the
professional services required by the Trustce. These records are maintained in the ordinary
coursc of TJFs practice. For the convenience of the Court and parties in interest, and in
accordance with the Local Rules, billing summaries for the Final Compensation Peniod are
attached hereto as Exhibit 1, setting forth the name of the attormney for whose work on these cases
compensation is sought, the atlotney’s year ol bar admission, the aggregatc of the time expended
by such attomney, the hourly billing rate for such attormey at TJF’s standard billing rate, and the
by-timekeeper amounts of compensation requested. The compensation requested by TIF is
based on the customary compensation charged by comparably skilled practitioners in cases other

{han cases under the Bankruptey Code.

10
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79, Attached herelo as Exhibit T are time cntry records broken down in lenths of an
hour by matter and setting forth a detailed description of services performed by the TIF attorncy

on behalf of the Trustee.

30.  TJF has incurred no cxpenses in connection with services rendered to the 1rustcc

during the Final Compensation Period.

Summary of Services

31.  The professional services rendered by the Truslee, Kellcy Drye, and TJF have
directly contributed to the cffective administration of the Debtors’ cstates. The following
summarizes the services rendered during the Final Compcensation Period and is not intendcd as a

delailed description of such services, which is set forth in Exhibit I anncxed hereto.

a. (Case Admunistration

32, Applicants reviewed and analyzed certain pleadings filed by other parlies in the
bankruplcy cases to the cxtent necessary 10 determine whether such pleadings affect the rights ol

Bondholders.

33, Fees in this category total $9,888.50 representing 23.80 hours of lime spent.

b. Assel Disposition
34, Applicants reviewed and analyzed motions associated with the sale of assets,
including the salc of the Bondholders’ collateral, and negotiated and assisted with the sale of
substantially all of the Debtors” assets to U.S. Steel including in the preparation of documents
associated with the sale required to sctile objections to the sale and for closing the transaction,
Applicants also attended to distributions to Bondholders with respect to all collateral sale

procceds.

11
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35, Fees in this category total $9,466.00 representing 27 hours of time spent.

c. Recal Bstate Partition Action

36.  Applicants settled the action to partition certain rcal property that is subject lo the

lien of the indenlure.

37 Tees in this category total $7,479.00 representing 25.1 hours of time spent.

d. Tndenturc Administration

38. Applicants engaged in telephone conferences and correspondences with

Rondholders in connection with monitoring case status, and Applicants prepared notices to

RBondholders in connection with the same.

39, TFecs in this category total $14,763.00, representing 40.2 hours of time spent.

f Participation on ad hec Committce

40.  Applicants participated on conlerence calls with the ad hoc committce of

Bondholders in comection with the bankruplcy case.

41. Fees in this catcgory total $2,592.50, representing 6.1 hours of time spent.

g. Monthly Fee Statgments & Fee Application

42, Applicants devoted time preparing the First Interim Application and monthly fec

staterpents from April 1, 2003 through May 20, 2003,

43.  Feces in this calegory lotal $15,369.50, representing 66.10 hours of time spent.

12
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Factors To Be Considered in Awarding Attorneys’ Fees

44, Scction 330(a)(1) of the Bankruptcy Code provides that a court may award a
profcssional employed in the case under section 1103 of the Bankruptey Code “rcasonable
compensalion for actual necessary scrviees rendered . . . and reimbursement for actual, necessary
cxpenses.” Section 330(a)(3) farther provides guidelines for awarding such fees and expenses:

In determining the amount of reasonable compensation to be awarded, the
court should consider the nature, extent, and value of such services, taking
into account all relevant factors, including -
(A)  the time spent on such serviccs;
(B) the rates charged for such services;
(Cy  whether the services were necessary to the administration of, or
bencficial at the time at which the scrvice was rendered toward the
completion of, a casc under this title; :
(D)  whether the services were performed within a reasonable
amount of time commensurate with the complexily, importance, and
naturc of the problem, 1ssue, or task addressed; and
(E}  whether the compensation is reasonable based on the
customary compensation charged by comparably skilled practilioners
in cascs other than cases under this title.
11 U.8.C. § 330(a)(3). Case law establishes additional factors to be considered in awarding fees,
including the time and labor required, the novelty and difficalty of questions, the skill requisite
to perform the legal services properly, the preclusion of other employment by the applicant due
to acceptance ol the current casc, the customary fee, whether the fec is fixed or contingent, time
limitations imposed by the chent ot other circumsiances, the amount involved and results
obtained, the experience, Teputation and ability of the attorneys, the “undcsirability” of the case,
and the nature and length of professional relationship. See, e.g., In re First Colonial Corp. of

America, 544 F.2d 1291, 1298-99 ('Slh Cir. 1977); In re Nine Assocs., Tnc., 76 BR. 943, 945

(8.D.N.Y. 1987).

13
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45.  The Trustee, Kelley Drye and TJF respectfully submit that the professional
services rendercd duting the Vinal Compensation Period were reasonable and neccssary and
provided a benefit to the Debtors’ cstales. These services required a high level of professional
compelence and expertise, and such scrvices were performed cfficicntly and effectively. The
hourly rates billed by the Trustee, Kelley Drye and TJF werc customary for professional services
rendered in other matters and were fair and rcasonable. Exhibit E attached to this Application
describes (hc experience of Applicants” attorneys who have devoted time to the representation of

the Indenture Trustee in thesc cases.

46.  Kelley Drye submits that the expcnses incurred during the Final Compensation

Period were customary and necessary. Kelley Drye seek reimbursement only of its actual costs.

47.  Kelley Drye and TJF have made every effort to restrict the mumber of lawyers
involved in thesc cascs to a mimmum at any particular slage so as to minimize duplication of

efforts and employ special gxpertise in a given field of law 1o obtain the best possible rcsults.

Applicants Seek Final Allowance and Award of
lnterim Compensation Orders and Prior Holdback

48,  ln addition to the relief sought hercin relating to the Final Compensation Period,
in this Application, the Applicants also scek final allowance and award of the amounts allowed
and awarded in the Interim Compensation Order. The allowance and award, on a final basis, of
(he amounts allowed and awarded in the Intcrim Compensation Order and the releasc of the
Holdhack Amounts are appropriate at this time for all the reasons set forth herein and previously

set forth in the First Interim Application.

49 The First Interim Application, with all respective exhibits thereto, are
incorporated herein by reference.

14
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Offscts Against Holdback Amounts

50,  As set forth in the First Interim Application and paragraph 17 herein, the
Applicants do not seek any Trustec's fees incurred for the general review of miscellaneous
documents and court papers. During the First Interim Compensation Period, thesc fees cqualed
$9,434.40. During this Final Intenm Compensation Period, these fecs equaled $3,761.80.
Pursuant to the monthly fee statements alrcady submitted by the Applicants, however, the
Debtors paid these amounts. As such, the Applicants acknowledge that the Debtors arc entitled

to offset the sum of $13,196.20 from the 1Toldback Amounts.

51.  Tn addition, due to an arithmetic error in the May monthly fee statement, the
Dcbtors overpaid the Applicants in the amount of $1,337. The Debtors paid the Applicants 1n
connection with the May monthly [ce statcment $24 972.22, when the amount actually owed to
the Applicants was $23,635.22. This reflects an overpayment of $1,377. The Applicants
acknowledge that the Debtors are entitled to offsct this overpayment of $1,377 from the

Holdback Amounts.

52, Taking into account the offscts as mentioned above, the total amount currently

due the Applicants on account of the Holdback Amounts is $9.755.76.

15
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WHEREFORE, for the reasons sct forth above, the Trustee, Kelley Drye and TJF
respectfully request that the Court enter an order, substantially in the form attached hercio as
Exhibit K (2) authorizing and awarding, on 4 final basis (i) the amounts allowed and awarded in
the Interim Compensation Order, (i) compensation to the Trustee for professional services
rendercd during the Final Compensation Period in the amount of $7,604.40, (iii) compensation to
Kelley Drye for professional services rendered as counsel to the Trustee during the Final
Compensation Period in the amount of $59,558.50, (iv) compensation to TIF for professional
services rendered as local counsel to the Trustee during the Final Compensation Period in the
amount of $175.00, (v) reimbursement (o Kelley Drye of expenses incurred in connection with

rendering its services in the amount of $4,108.13, and (vi) the rcleasc of the Holdback Amounts,

subject to offsets as discussed above and (b) granting such other and further relief that the Court

deems just.

Dated: Chicago, lllinois
May 3, 2004

stopher T. Shecan

333 West Wacker Drive, 26" Floor
Chicago, Ulinois 60606

Tel: (312) 857-7070

Fax: (312) 857-7095

and

Mark R. Somerstein (MS-9721)
101 Park Avenuc

New York, NY 10178

Tel: (212) 808-7800

Fax: (212) 808-7897

Counsel to the Trustee for First Mortgage
Bondholders of National Stecl Caorporation, ez al.

16
NYOL/PAKAN2IL67.)

L e




HYOU/PAEAMSZL67.1

EXHIBIT A

Fee Order




i

:' | . . | EQOP ﬂAR*??.ﬁm

[N THE UNITED STATES BANKRUFTCY COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS

EASTERN DIVISION 3 A 6 g 9
In te: ) B § I o
‘ ATIONAL STEEL CORPORATION, ; (Jmn%d:;mmd}
aul- ) Hon, “¥00 sr B.J
Dibtots. 1‘;

ADMINISTRATIVE ORDER UNDER
{1 U.S,C. §§ 105(x) AND 131 ESTABLISHING
¢ROCEDURES FOR PERIODIC COMPENSATION AND
REIMBURSEMERNT DF EXPENSES OF PROFESSIONALS
This matter having come bafors the Courton the motion, dated
Matreh 6, 2002 (the *Motion™),! of the abova-cnpuonud debtorn and d«:htou-ln-

pusse.mon (the *Debtors”), for an adtinistrative Order ynder 11 US.C. §§ 105 and

331 esublishing provedures for periodie compensation and reimbursoment of
-expensas of pmfaaslnnals {the *Professionals™), md the Cuurt huving reviewed the
.Matiom; and the Court having determined that rnlicl‘ requesied in the Motion i in the

st interests of the Debtors, their cstates, their ereditors and other partim-in-inm.mt'

und il appearing that notice of the Motion was.good end sufficlent under the
pnrtiaula.r cirgumstances and that no other or mnhcr notice hecd be ﬁiv:n; and upon

the record h-:.min, and after dus d:hberation thercon; and good and sufficient cause

appearing therefor, it I3 hercby

! Unless otherwige defined, capitalized terms used hersin shal} have the
meanings ascribed to them in ths Motion, '
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ORDERED, ADJUDGED AND DECREED THAT:

L. The Mation is GRANTED. o

2. Bycapt ag may othenwiss be pfovidcd in Court orders authorizing
the retention of specific (i.e., ordinary mulrm) Professionals. all Professionals in
mns'a cases shull seek interim mmﬁmﬂnon in amtcianou with the f‘ollnwiné
procedurss (ﬁm-“l’mccdmtﬁ"):*

3.. On or before the 25" day of each month following the month for
which compensationis sought,? each Profasslonal shiall prepare 8 monthly statcment.
o[ all fees and coste incumed (the "Monthly Fee gratement”) during the preceding
month,? which Mauthly Eée Stajement shall include dotuiled itemizations of the

services and hours cxpended by malter and Professional, and a summéacy statement of

2 All time periods roferenoed in the Motion and this Order shall be calculated
i pacordance with Rule 9006(a) of ine Faderal Rules of Bankruptey Proge-
dure. '

2 A Protessional's first Monthly Fea Rtatement shall be filed on or befors the
tater of () the 25% duy of the month after the month in which this Ordsr has
been entered, or {b) the 25" day of the month after the month in which his

. Court crters an order spproving the retention of spnciﬁc:-?rbl’minml. For
administrativa convenience, Professionkls may combine as part of the firat
Mesthly Fec Statement, all fecs and expenses inourrod during the petiod from
{he Petition Date fhrough the end of the month in which a Professional is
required to file their first Monthly Fee Statement, 83 described above,

4 For administrative convenlence, those Professlonals who arc retained oty &
datc occurring more than halfway through any given month may include those
fees and exponsea for that portion of the month with the Monthly Fee State-
ment such Professions! is submiiting for the next full month followang the

date of such Professional’s retention.
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the status of prior compensation requests, but which summmary need nof include the
parrative discussion generally included in interim fee applications or & notarized

. certification of the Professional, |

4, The Monthly Fee Slétement shall be filed with the Court and

gerved oﬁ the l'ollowiné partiss (collectively, {e "Notige Parties"); (i) Nltiuml Steel
Corporation, 4100 Edison Lakes Parkway, Mishawoka, TN 46543 (Auu Ronuid I,
Werhnyak, Esq.); (i) Section 327(x) counsel for the Debtors, Piper Marbury Rudnick
& Wolfe, 203 North LaSalle Street, Suite 1500, Ch;cago I 60601 (At Mnrk A

| quoﬁ‘, Eeq.); (iii) Section 31'?{@) counsel for the Debtors, Skadden, Arps, Slate,

Meaghes & Flom (llinals), 333 West Wasker Drive, Chicaga, Iinois 60606 (Atn:

- Timothy R. Pohl, Esq.), (V) counsel for the lenders, Weil, Gollhal & Mangun (Attm:

Elglne Stangland, Bsq. ) (v) the Office of the United States Trustee, 227 West .
Monroe Street, Suite 3350, Chmagu 1L 60606 (Attn: Stephen Wolfe, Esq.); (vl)
counse] for any stahitory Cotmities(s) appttJmted in theas cases; and (vil) any other
Professionals (excludlng Grdinary Course Professionais) rotained pursuant to Order
of this Court in these ¢ases. o |
_ 5, Bach Notice Party shall htwa wwenty (20) da.ys after servics of 2

Monthly Fee Statement to objest thereto (the *Objection Dendlmc“) Any objections

a "Objection”) o8 Momhly Feo Statement shall et forth the nature of the
objection and the spesific amount of fres and/or conts at isgnc and shall bo filod with

the Court and served 5o a8 to be received on or before twunty (20) days following
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service of the M&nthly Fee Statement by (3) the Profestional whose statement is .
ohjected to and (ii) the other Notice Parties, |

6. If ponic of the Notice Partics ob]ﬂcis hefors the Objection Deadline,
then the chtors shall be authorized o pay each meganiuml ninety pmént' (90%) of |
the fess and one-hundred percent (100%) of the cxpenaes requestad in the Monihly
Fee Swtgment If'm Objection is received, then the objecting party and the aﬁ'actgd
: memionnl chall attempt to resolve the Objection on a conscngual hasis, If the
patlics arg unable to rual:h 2 resolution of the Objection, the affesied Prafesalonal
shall either; (i) file a Texpuest for payment with the Court. which request shall be
" heurd o the Arsl wheduled omnibus hearing occurring at least twenty (20) days after
the filing and smce of such request, or (ii) forego paymmt of the disputed unouut
until 1he hext interim or final fee application hearing, at which time the Cout shall
c-.omidﬁr and dispbs: of the Obj eetion. Bven where an Objection Is recolyved, the
Debtors shall be authorized to pey nincty pmeul (90%) of the foes and ono-hundrp&
percent (100%) of the reimbursements requestad that are not the subiject of the,
Objection, (.8, If 8 Professional requests $100 in compensation end 35 is mﬁjm_: to
an Objection, ninety peroent of $95 (nr $85.50) shall be paid).

4. Thegeafter, at four month lntmmis {or at such nther Intervals
convenient to the Court), euch of the Professionals must file with the Court and serve
on the Notiee Partics an interim fee applicetion (an "Tnterim Fao Application} for

Court approval of the compensation and eifnbursement of expensea sought in the
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Monthly Fec Statcments filed during such four month period {the »[ntocim Fec
Period"). [n addition to the service requirement in the previous sentence, each

Professional shn!i serve notice of its Tnterim Fee Application (which notlce Identifies

Ihe Professions) secking compensation, discloses tho perdod for whinh the fuss and
reimbursement of cxpenses are belng mught, and destribes the amount of the fecs

and éxpenm pald pursuant to thege Procedurés as well as thoss fees and cxpcnscs

being sought) on all parties that have entered their appesrance pursuant 1o
Bankruptey Rule 2002, '

8. Each Profesgional must fie its first Tntevim Fee Application on or
| before August 30, 2002, and the ﬁrst Interim Fee. Application should cover the
Interim Fec Period from the Petition Datc through and including July 31, éooz.

Thereafter, Interim Fes App;liunli ong ehall be du';. on ot before the 25 day of the
month following the oud of the four month Interim Foe Period for which interim
approval of compensation and mimﬁummmt in sought.

9. Any Professional that fails to file sn Interin Fee Application whet
due ghall be insligible to menw further interim payments of fees o expemses under
yhase Procedures witl] such time as a further Interim Foe Agplieation i submitted by
the Professional. -

.. 10, The Debtors shall request that the Coutt mhadulclx B heﬁdnn on the
exerien Fee Auplioations afic all such Applisations for tha neri Fee Petiod have

been filed, or at such other intervals as the Court deams appropriste. Upen

an
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________—-——h————-'—_—‘-__-—-—_

. . .

allowance by tﬁu Court ofa Professional's Tntetim Fee Application, tha Debtors ghall
be uuthorized to promptly pay such P‘mressianql a1l faes (including the ten percent
* (10%) holdback described nbave) and expenses 1ol previgusly paid pumqam wthe o
Monthly Fee Slntemmtﬂ. |
1. The pendency of an Objection to paymem of compensation or
seimbursement of expenses stial} not disqualify a Professional frony the future

paymem of compensalion or reimbursement of ¢xpymscs.

12 Neither (i) &m payment of or the failure to pay, in wholc ar in
part, monthly of intmm cornpensation and reimbursement of expenses under these
Procedues gor (if) the fiting of or failure to file an Objection shall bind sny perty in
interest or the Cnun with respeot to the gllowance of interim or fival applications for
componsation and reimbursement of expenses of Profossionals. All fees and
cxpcnm paid to Professionals under these Pmcadm ara subject to disgorgsment
 until final allowance by the Goust. | |

13. Rach member of the Committes in these cases shall be permitted

to submit statemnents of sxpenses {excludi ng Commities member counsel fees and

g£xponsed) and supportmg vouchers lo counsel for the Committee, who shall collact
and file such requests for relsstbursemeant in accordancs with the foregoing prncadum
for montily, interin and final compensation and reimbursement of Professionals.

14, Complianes with the Procedurcs set forth above shall bo desmed

" sufficlent and adoquate notice of interim and fina) fee applications and any hearings
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thereon under the aﬁplicﬂ:&le provisions of the Bankrupicy Code, Bankruptey Rules,
and the Local Rules of this Court, '

15, Notwithstanding snything herein to the contrary, the Debtors'
rights to seck approval of altcmatiﬁe procedures for periodic compcnsatibn and
reimhursement of expenses of profesaionals asg preserved,

Dated: Chicago, Nlinois
- March fz, 2002
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EXHIBIT B

Adequate Protection Order




.~

- (the "Stipulation”) as follows:

{N THE UNITED STATES BANKRUPTCY COURT EOD JUN- 52002
FOR THE NORTHERN DISTRICT OF TLLINOIS 5

EASTERN DIVISION
Inves ] Case No. 02-08699
o ) (Jointly Admimstersd)
NATIONAL STEEL CORPORATION, y Chapter 11
et al., D Hon. John H. Squires
) ‘
Dehiors. }

ST’IPHLATION AND ORDER PURSUANT TO ‘
11 US.C. 58 361 AND 363 GRANTING ADEQUATE PROTECTION
FOR THE RATABLE BENEFIT OF FIRST MORTGAGE BONDHOLDERS
On ﬂuﬁ 0 2002, forand in considefatiun of the mutual promiscs,

covenants and agrecments sct forth herein, the parties set forth below hereby stipulate and agres

. RECITALS
WHEREAS, on March 6, 2002 (the "Petition Date"), the Debtors cach filed
voluntary petitions in the Bankruptcy Court for reorganization raliei‘ under ehapter 11 of title 11
of the United States Code, 11 U.8.C. §101-1330 (a8 amend.cd. the "Rapkruptey Code™), The

Debtors continue o manage and operate their businesscs 23 debtors and debtnts-in—posmaion

pursuant to scctions 1107(a) und 1108 of the Barkruptcy Code. . |

WHEREBAS, on Mareh 19, 2002, the Uni tqd States Trustes appointed It.he ofﬁcial'
mmntcc of unsecyred creditors of the D'cbtors (the "Creditors’ Comﬁﬁﬁea"), No nﬁstce or |
examiner has been appointed.

WHEREAS, the Bankruptey C'ourt hag jurisdiclion over {his matiet pursuant to 28

U.8.C. § 1334, Venue of this cage and maiter in this district is ﬁmpcr purauant to 28 U.8.C.




§§ 1408 and 1409. This is a cote procceding pursuant to 28US.C & 15’?(’0)(2). The #tatutory
predicates (or the reliof soug‘ht herein are soctions 361 and 363 of the Bmkruptcy Coriﬂ and Rule
4001 .of the Federal Rulg‘:s_ ol Bankmptc:y Procedurt (the "Bmkxuptcy Rules") |

WHELREAS, National &teel is the Mortgagor wnder that certain Indcntém of
‘Mongaga and Deed of Trust dated May 1, 1952 (as amendod and supplerented from time 10
time, the "Bond 1ndenturl:") with HSBC Bank USA, 08 SUGCESEOT trustec (the "Trustee") 1o The
Chase Maphattan Bank, and Frank J. Grippe, 85 individual trustes, Pursuant to the Bond
Tndenture, certain of the Debtors are obligors under wo outstanding scries of public bonds the 8
/8% 2006 Series Bonds and the 9 7/8% 2009 Series D Bonds (collectively: tho "First Mortgage
| chd,a‘_‘). _ |

WHEREAS, Toldess of the First Mortgage Bonds (the “First Mdﬂgagc Bondhold-
ers") have formed an unofficial ad hoe committee in these CABES (the'"Bnndhdldm ﬁumﬁ\ittué").

WHEREAS, the Debtors admit that National Steel Curpofafciun is truly‘ and justly
ndebied under the 8 3/8% 2006 Serioa Bonda and 9 7/8% 2009 Series ) Bonds a8 of the Petition
Date in the aggregate principal amounts of $60,000,000 and $300,000,000, respecti vc.ly, without
defense, counterclaim or offset of any kind. The members of the Bondholders Committve |
collectively hold, as of the date hereof, in axcess of 50% of the aggrogate ptmmpnl amount uwmg
under the First Mortgage Bonds, The De.btars udmit that the First Morigage Bundhmders were
granted (irst priority licns (the "Petition Date Bnndhnldcr me") in substantially all of the jand

{exchnding certuin unimproved lund), hm ldinga and equipment (excluding, gen arally, mohﬂn




equipment) that are owaed in fee by the Debtors at the Grmite City Division and the Regional

vely, “Patition Date Bondholder Collateral).’

Division {collectd
Debtors further admit that the P

WHEREAS, the
(othet than in respect of the stay of enforc

binding, enforceable
rity ticns inthe Petition Tate

m scction 362 of the pankruptey Code) and perfocted first prio

Bondholder Collaters} {subject onty o prioF Hens eX

etition Date Bundhdlder Tdens
 constitule vatid, ement grising

fio
Tndenture),

presaly permitted by the Bond

and are not sﬁbj cet to avoidancs oF gubordination pursuant to the Bunkruptey Code of gpp’lioabla :

mg-hanlﬂupwy law, |
have agsertgad that they are

WHEREAS, the Trustee and Bondhdldnrs Committes

entitled to adcquaf,c protection of theix interests in ihe Pelition Date Bondhnldcf Collateral, The

org and Bqndholders Comonittee gteﬂrﬁent providing for

have negotiated in good faith an 2

the First Morigage Pondholders pursnant

Debt
" the provision of adequate protection for the bepefil of

‘ g 361 and 363 of the Banhup

to sectio ey Code as sel forth herein.

WHEREAS, the geanting of the adequate protection as set forth herein will
minimize disputes and litigation over {he value and use by the Debtots of the Petition Date

‘Bondholder Collaterasl.
ulation was entered and

WHEREAS, the notice of the hearing at which this Stip

ankruptcy Coust, which notice was prov :ded by the Deblors 10 the Master

approved by the B

| 1 The First Morigage Bondholdcts wers not grantéd li

ems under the Bond Indenture

in, among other things, fhat certain vacuum degassing facility and pickle line
which service the Great Lakes Division por in that certain continuous caster
facility which services the Granite City Division. The Debtors intend to provide 8
Jescriprion of the Petition Date Rondholder Collatzral to the Bondholder Cornmit-
cabie. : o

1ee as sooh as practl
3



the United giates Trusics, coungel .fur fhe

" Service List (which ;nciudes, among other entities,
‘Debtors’ postpetition lenders and counsel for the Creditors’ Comumittec) and all parties having
ABCS, wnsntulea reasonable and adeguate nutice

ﬁlud propet hotices of app-:amncc inthese ¢

de, pankruptcy Rules and case

under the clrcumatances in accordance with the Bankruptcy Co

mmgcmant order (Dnckct No. 47) and 10 other notice 8 required oF need be given.

WHEREAS, good and sufficicnt Cause has been sh
g Stipulation w1l enable the Debstors to

pwn for appmval of this

Stipulation. Among other things, the approvel of thi

continue the opcmhun of their buginesses whils avmdmg disputes with the “frustec and Bond-
respeet 1O a.dcqmtc protection. Accordingly, appmval of this gtypulation

and their estales and cfedlwrs

holdets Cnmmittce \mlh

is in the best iniercsts of the Debtors

WHEREAS, the Trustee and pondholdets Committcs are non—iﬁaiders ofthe
Debiote, and (he Debtors, the Trustee and pondholders Comnuttaa have hagotisted this Svipula-

tion end (he adequate protection requested herennder in good faith and ot anns’ {cngth.

NOW THEREFORE, in ¢onsidoratmn of the fumgoing, the Debtors, the Trogtee

and Bondlﬁ! dets Commitiee {hrough their undersigned counsel, hercby agrec and stipulate as '

follows:
1. Theterms and conditions of this. Supu‘lnuon shnn hu:c.umc. effective onty

upon approval of this Stipulation by the Bankmptcy Court.
2. The Debtors agreement 10 grant adequate protection 10 the Trustoe or the

ratable henefit of the First Mortgage Bondholders 33 gct forth below g reasonable snd ppropti- |

ate under the _circwnstances.'




The fees and expenses described in this paregraph 4 shall be subjéut in ull respects to the process
for payment of (ecs and expenses, as well a8 interim and final approvel by the Bankruptcy Court, |
g set forth in the Bankmptéj Court's order dated March 6, 2002, éavé.ming interim compensa-: .
tion of professionals {Docket No. 34). |
(h) Toseoure the clmms set forth in paragraph 6 below, for the ratahle
benefit of all First Mortgage Bondholders, the Trustes shafl be granted liens and gecutity interests
{the "Adcquate Protection Liens "y in all of the Debtors' asscls not coustituting Petition Date
Bondhotders Collateral (the " Adequate Prmec-tlon Collateral"). The Adequatc Prntcctmn Liens
shiall be: |
(i) pursuant and subject 1o the approved subordination-

terma attaﬁhﬁd Hareto as Exhibit 1 (the S ubordination Agt“:!.".m.lt-.nt.“),2 junior and

suburdinate to the liena granted on the Adequate Protection Collateral {0 the

lenders {the "DIP Lenders") under the Debtors' Jebtor-in-possesaion financing

facility (the "DIP Facility"), and any other valid, enforceable liens on the Ade-

quale Protection C'ollateral in exisience on the Yetition Date to which the DIF

Q _ Facility licns arc subject, s set fotth in that certait order dated April 3, 2002

appioving the DIP Facility on a final basis entered by the Bankruptey Conrt

(Docket No. 345) (the "Final DIP Order");

2z The approved subordination Lerms. arc altached as Armex L to the Firal Amend-
mcnt to Sgcured Super Priority DIP Credit Agreement and Authotization,

6
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| (i) senior and superior 10 any liens granted on the
Adcqﬁate Protection Collatera) that sscure aiy prepetition orpostpétition claims
of NKK Curpurahon or its affiliates;
(iti) subject and subordinate 1o the Clarye-Out ks
defined and Jescribed in the Final DIP Order, whic.h Carve~0ut'ahnll also be for
the benefit of the fees and expenses professionals retained by the Bondholders
Commitlee incarred through the date of termination of this Stipuh;ﬁuﬂ pursvant ¢
paragraph 11 below:; und |
{iv) ratablc liensons pari passu basis with eay ade-
quate protection liens granted by the Dcbtors in the Aduquata Protection Collat-
eral to any other party eutitled 1o adeguata protection as may be apreed 1o by the
Dabtors (subject lo the approval of the BmkrUptcy Cowt).
5. Subject to the further approval of the Bankruptey Court, the Deblors may
also grant adequate protection liens on the Petition Date Bondholder Collateral us adequate
: i:rotcction 1o other secured creditors, provided however that (2) such liene'arc junior, subject and
' ubordinate in every and all respect 1o {he Petition Datc Bondholder Liens on the Petilibn‘fl)aw
Dondholder Collateral and (b) the hiolders of such Jumnr liens ghall he subject in all rmpeelé to un
agreement incurpornting terms substantially similar 1o thme set forth inthe Subordmatioﬁ .
Agreement. |
6. The Adequate Protachun Liens granted pursuant to this Stipulatmon Ml
gecure (&) interest ;;:n the principal amu;mt uwmg under the First Morigage Bonds accrumg since

the Petition Date at the default contract rate (but only 1o the extent thet the Firat Mortgage




3. The Debtors are authorized to take any and all actipns neccssary of
desirable to petrform the Debtars' obligations and the trangactions contemplated by this Stipula-
tion. |

4. Specifically, pursuant to sections 361 and 363 of the Bankruptey Codc, as
adequate protection: | |

| (8) The Debtors shall make provisional payment on a monthly basis of:
() raaaénabla fer.‘,.s and expenses of legal professionals
for the Bondholders Committee (lead counsel and local connsel), plua puyment of

reasonuble legal fees und cxpenses of outside counse] Lo the Trustec (which shafl

. ——— —_——— amrr —— —

nol be unreasonably dupl_ibativu of legal fees und expensios incurred by the
Bondholder Committec), based 1upon submission of ﬁmnthly fae smmnanté |
smilar to thoss submitied by the professionals for the Creditors' Committer;

l('ii) reasonable fees and expenses of one ﬁnaﬁcial
advisor 1o the Bopdholders Committee, bﬁ;ed upon submission of monthly fee
statemenis gimilar to those submitted by the.prdfcssipnals‘ for the Creditors'
Committee, pmm,d;d hgy_em thﬁt if the fineneial advisor rcté.inad by the Bond-
holder Commitiee is to be compensated on a flal monthly fee basis, such monthly -
fise shall not excosd $125,000 per morith; and

(iii) reasonable expenses of members of the ’Bundhoid~

ers Committee if such expenses are incurred in the performance of the dutics of

such committes.




Bondholders are entitled 10 be paid posi-petition interest pﬁsumt to 11 11.5.C. -§ 506(b) as
determined by the Bapkruptcy Court, with the Debtors and any other party veserving their tights
to u_:lmlléng; tho allowsbility of postpetition interest), and (b) the ﬁnuunt of ditninution of the
velue (if any) of the Petilion Date Bondholder Collateral from the Petition Date,

7. Consistent with paragraph 13 of the Fiﬁ#l.DlP Order, if aflar an unwaived
event of dcfault under (he DIP Facility the DIP Lenders excreise their rights and remedica upon
eny of the Adequate Protection Collateral or Petition Iata Bondholder Collateral, then the

automatic Stay under section 362 of the Bankrupiey Code shall, at that time, be decmed modified

to the extent necessary to ellow the Trusies o exercise any rights or remedies that the Trustee -

may have under non-bankruptcy law wu.h respect to tho Petition Datc Bondholder Collatersl and
Adequate Protection ‘Collateral, subject to the provisions of the Subnrdmatwn Agreement. The
Trustee's nanhankmptcy rights and remedies with respect to the Petition Tate Bondholder
Collateral shall be as set forth in the Bond Indeniture and velated documents, and to the extent the
excrcise of rights and remedics with respect to the Adequate Protection Colleteral is permitied
under the Subordination Agresment, such rights and remedies shell be deemed to he those set
forth in the DIP Facility. |

B.  The Dcbtors hareby waive any right to conlest the validity and
enforceabitity of thgi c¢laims of the First Mortgagr. Bondholders as of the Petition Deie, or the .
vahduty and enforceability of the Petition Date Bondholder Liena on the Petition Date Bond-
holder Collateral; provided that, the Creditors' Committee and other pacties shall have untii the

carlier of the following dates (o filc appropriaic pleadings to chalienge the claims of or the

validity, extent or priority of liens held by the Bondholders in the Petition Date Bangholder -




Collatefal: (iYa date‘ whi_ch is 90 days Following the date of a written notice from counsel 10 t}-'u.a
.Fifst Mortgaye Bondholders to connsel for the Creditors’ Committes stating that the First-
Munggge Bandholders are scheduling a date cortain by which aucﬁ claims must be brmight or (i)
8 daie which is 90 days foliuwing thc‘dat,e on which the First Morigage Bondholders declure in
Miting that the Stipulation is terminated. If no such chailange or claim ia made by the carlier of
(he aforesaid dates, then such CIaii'ns.and licns of the First Mortgage Bondhelders shall he
doomed valid and binding on all parties.

9, The Debtors shall cuoperaté in providing reasonable access 08 requested
by the Bondholders Commitiee financial advisor to enahle such advisor to evaluate and analyze
the Peuuon Dala Bondhuldur Coliateral for all valuation purposes.

10.  The Debtors shall provide to the Bondholders Committee and its adwsurs
copics of all reports provided to the Creditors’ Committec subject to the gxecution hy Rond-
holder Committes members of an y professionals retained by the Bondholders Committes of
conﬁdmﬁmity apreements in substantially the foﬂ'n executed by the Creditors' Committee and its
advisors; provided that materials addressing or relating to disputes or potential disputes with the -
First Mortgage Bondholders shall not be provided.

11, Onnpot hass than 30 days' notice to the Deblors, the Creditors' Commtttce,
and Agent for the DIP Lenders, the Bondholders Commitice may terminate this Stipulation, and
seck further adequate pmleﬁtion for any reason. Upon such termination, ‘all obligations of .the

. Dubtm's got foxth herein shall cease, nmmﬂs! that all rights and interests cxisling as of tha

affective daté of such termination shall remain in full foree and cffect,




12.  The Debtors, the Tmsiuu and the Bondholders Committes each rescrve all
of their mspcéﬁv’a rights with respccf to all valuation issues and the Debtors reserve all of their
rights as to whether the First Mortgage Bondholders arc entitled to adeguate protection and, if 8o,
in what marmer snd amount, includiag without limitation whether or not there is or hag b_écn wny
dimimution in the value ol the Petition Date Bondholder Collateral, including to seek Lo ailocete
the payments of ees and expenses made pursnant to paragraph 4(a) above to peincipal outstand-

ing under the Hirst Morigage Bonds, 1fthe babtorn, the Trustee and ihe Bondholders Commities
are unable to reach an ullimate agreement with raspect to the smount znd treatment of First
Mertgags Bondholder claims or adequate protection claims (if any) disputes shall be resolved by
the Bankruptcy Court.
| 13. If the Debtors agrecto provide adequale protection 1o any uthér aepurgd
r.:réditor, then iha Dcbtors may only agree (o grant such adequate prqtcr.-.ﬁun. on, termag substan-
timlly similar to or less favorable than those grimtcd hl:wunder unlcss with respect to any
supnnor tertns (including the provision of any periodic cash paymcnts), the Debtors pmwdc such
" tectns to the Trustes and Fusl Mortgege Bondholders, Nothing herein shall be deermed a waiver.
‘of the restrictions on the provmmn of adequate protection by the Dﬂ‘murs contamad in the DIP
B Eaeility or the Subordination Agraement. This pmag@ph 13 shall only apply to adequate
protection terms agreed to by the Debtots on g consensual basis. | |
14, Thie Trustee may file a copy of this Stipulation as a financing statmant
: thh any recording officer designated to file financing statements of with any mgiﬁlry of deeds of
similar office in any jurisdiction in ‘which the Debtors have ma! or personal property. This -

Btipulation, once approved by the Bankrupicy Court, shall cvidence the validity and priority of

10




the Adequate Protection Liens without any need for the Indenture Trustee or First Mortgage |

Bondholders to otherwise file,or record this Stipulation for the purpose of perfecting tho interests .

g;rantqd herein.
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Mational Steel corporation and its
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By: o
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FIRST AMENDMENT
TO : ‘
SECURED SUPER PRIORITY DERTORIN POSSESSION CREDIT AGREEMENT
AND AUTHORIZATION

Tris FIRST AMENDMENT TO SECURED SUPER PRIORITY DEATOR IN POSSESSION
CrEDST AGRERMENT AND AUTHORIZATION {the “First Amendment™, dated as of May _, 2002,
by and among NATIONAT STEEL C'ORPORATION, a Dielawarc cosporation (the “Borrower™"), the
Requisitc [enders (as defined balow), the lssuers (as defined below), CITICORP USA, Inc,
(“CUSA™, as agent for the Lenders and the lssuers (in such capacity, the “Administrative
Agent™), HELLER FINANCIAL, Inc. (“Heller'') a8 Clollateral Monitoring Agent, FLEET CAPITAL
CORPORATION (" Fleet”) and THg CIT GROUP/BUSINESS CREDIT, INC. (“CTT") 08 Documentation
- Agents, HeriR FINANCIAL, INC. and GMAC Busmess Creprt, LLC (“GMAC") as
" Syndication Agents, MIZUHO CORPORATE BANK, LTD., formerly known ad THE Full BANK,
LivireD a6 Co-Armamget, and SALOMON SMITH BAKNEY TNC., 85 Sole Book Manager and Sole
Lead Arranget, to that certain Securcd Super Priority Credit Agreement dated as of March 0,
2002 by and among the Borrower, the Administrative Agent, the Collateral Monitoring Agent,
the Documentation Agents, the Syndicalion Agents, the Co-Arranger, the Londers and Issuers,
and SSB] (the “Credit Agreement”; capitalized terms used herein bul not defined herein being
used herein as defined in the Credit Agreement), '

WITNESSETIL

WHEREAS, the Bormower, (he Lendets, the Adminisirative Agent, the Cullaluml
Monitoring Agent, -the Documentation Agents and the Syndication Agents arc parties to the
Credit Agreement; and ‘ , :

WilERRAS, the parties hercto wish lo amend the terms of the Credit Agrcement as
set forth herein; and :

WHEREAS, the Obligations are “genior Loan Obligations™ under and as defined
in the Lien Subordination Agrcoment dated as of Scptember 28, 2001 among CUSA us
administrative agent under the Pre-petition Credit Agreement, NKX Corporalion, as succsssor
in interest to NUF LLC (“NKK™) , a Delawire limited liability company, the Borrower and

" certain of the Guarantors, a5 amended (ihe “Lien Subordination Agrecment™),

. WHEREAS, the Lenders wish {o authorize the Adminisiralive Agent 10 waive, on
the terme and conditions set forth welow, certain provisions of the Lien Subordination
Agreement; '

NOW, THEREFORE, in consideration of the foregoing, the mutusl covenants and
obligations hercin set forth and other good and valuable consi deration, the adequacy and receipt
of which is herehy acknowledged, and in relignee upon the representations, warranties und
covenands hersin contained, the partics hereto,. intending to he legally bound, hereby agrce as
follows: ' '
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FInAT AnpyDmun TOCRULIT AOREEMENT
’ RATEINAL STl CoRPORATION

‘ Section 1, Amendment to Article I Definitions, Interpretation a_hd‘ Aecourniting
Terms, .

(w) Section 1.! of the Credit Agreement is hereby amended by amending and
restating in its entirety the definition of “Net Cush Proceeds” as follows:

“Ner Cash Proceeds™ means proceeds received by any Loatt Party
afler the Effectlve Date in cash or Cash Equivalonts from any.
(2) Asset Sale net of (i}the rcasonable cash costs of sale,
assignment or other disposition, (ii) taxes paid or paysble es a
result thereof and (ifi) any amount required o bo paid or prepaid
on Indebtedness (other than the Obligations) seoursd by a
petfected and unavoiduble Lien on the assets subject to such Asset
Sale; provided, however, that evidence of each of (i), (7} and (ki)
above is provided to the Administrative Agent in’ form end
suhstance reasonably satisfactory to it; and (b) Property Logs
Hvent, net of any amount to the exient required to be paid.or
prepaid on Indebtedness (other than Obligations) secured by @
valid, binding, perfected and unavoideble Lien on the assets
giving rise to the Property Loss Event.

(b} Section 1.} of the Credit Agrecment is heroby amended by adding new
definitions for “Adeqguare Protection Claims,” “Adequate Protection Lien,” “Demonstrable
Diminution in Value Claim,” “pormitted Adequate Protection Lien"” and “Pre-petition Secured
Claim" in appropriate alphabctical order therein as follows:

"Adequate Protection Claims” means Claims for adequale
protection granted pugsant to an ordor of the Bankruptcy Court to.
the holdar of a Pre-patition Secured Claim which shall not exceed
the amount of the Demenstrable Diminution in Value Claim of
the holder of such Pro-petition Secured Claim. ~Adeguate
Protection Claims” may include Claims based on the amount of
interest, costs and fees accrued from and after the Pelition Date in
respect of the Pro-petilion Secured Clajm to which such Claims
relatc that is allowsble under section 506(b) of the Bankruptey
Code bascd on the value of (i) the collateral subject to the Lien
securing the rclated Pre-petition Secured Claim snd (i) that
portion of the collateral stbject to the Lien gravied under Seotion
341 of the Rankruptcy Code securing the related Demonstrable
Diminution in Value Claim. :

“Adequate Protection Lien” means a Lien granted wnder Section
161 of the Bankruptcy Code lo secure an Adcquate Protection
Claim. o
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“Demonsirable Diminution in Value Claim" mueans & Claim for -
‘adeyuale protection cqual to the demonstrable diminution of value.
of collateral securing & Pre-petition Secured Claim (exclusive of
fhat portion of the collateral of the holder of such Claim which is
subject to a Lien granted under Section 361 of the Bankrupicy
Code).

“Permitied Adegquate Protection Lien” means an  Adequale
Protection Lien, other than any such Lien provided to NKK or any
gssignee thereof, which is subject to and governed by terms
gubstantially the same as the Approved Subordination Terms set
(otth on Exhibit L. '

“pro-petition Secured Claim” mcans Claims existing on the

Piition Date which are subject to 8 valid, perfected, enforccable

and unavoidable Lien in one or more asscts of the Borrower or
© any Obligot.’

Section 2. Amendment to Article I The Facilities.

(2) Clause (i) of Section 2.4 of the Credit Agreement is hcreby'amundéd by
deleting the refetence to “Section 2.12(c)" therein and inserting the teforence “olanse (¢) of
Section 2.13 ™ inits place. .

(b} Section 2.8 of the Credit Agreement ia hereby amended by deleting the
roferonce 10 “/3.4(0)" therein. .

| (¢) Clause (h) of Section 214 of the Crodit Agreement s herchy amended by
deleting the reference “Section 2.1(b) (Tranches: Friority of Funding and Use)” therein and

inserting the reference “clavie () of Section 2.1 (Maximumt Crediy)” in its place.
Section 3. Amendment to Article VIII Negative Covenunts, '

Section 8.2 of the Credit Agi'l:emmt is hercby amended by deleting the word "and” ot the end of
-~ glause (f) thercof, by deleting the punctuation *.” at the end of elavise (g) thereof and ingetting

in il place the punctuation *; * and by inserting at the end thereol 4 new clauses (h) and () as

follows: ' ‘ - ‘

“(h) Permitted Adequate Protection Liens; and

_ (i} Adequate Protection Liens for the benefit of NKK that are, in & manner
satisfaclory (o the Administrative Agent, subordinated to the Obligations pursuant to that certain
‘Lien Subordination Agreement dated as of September 28, 2001, among Citicorp, USA, Inc., 35
_administrative agent under the Pre-petition Credit Ayreament, the Borrower, Pellet, Pro-Coil,
NSFC and NSH.” ‘ ' .
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Section 4, Anendment to the Exhibits.

The Exhibits to the Credil Agreement arc hereby amended by adding anew “Exhibit L" in the
form of Anncx 1 hereto. ' ' .

Section 5. A uthorization.

The Lenders hereby authorize the Administrative Agent to waive the provigions of Section 4
and Section 6.5 of the Lien Subordination Agreement to allow NKK to sesk and reccive
(withoul un obligation to pay over) adequate protection payments solely in Tespect of NKK’s

attorneys’ feos in (he Cases 1o the extent authorized by the Bankmptey Court, and to seek 8
subordinated Adequate Protection Licn, provided that NKK delivers to the Adminisirative
Agent a writing, in form and substance satisfactory to the Administrative Agent, acknowledging
and agrecing that: '

‘ _ (a) the Obligations are “Senior Loan Obligations” under (and as defined in) the
Lisn Subordination Agreement;

(b) any and ul] Adequate Protcction Liens granted to NKK in the Cases gre and
ghall be subordinated to any and ail Liens securing any “Semor Loan Obligations” (as defined
in the Lien Subordination Agresment) on iho same terms bnd conditions as set forth in the Lien
Subordination Agreement (including, withont Jirgitation, Scetions 2, 3, 4 and § thereof); |

, (c) the Administrative Agent and the Lenders are entitled to and may exercise all
right and bencfils under the Lien Subordination Agreement of, in the case of the ‘
Admiuistrative Agent, the “Senior Agent” thereunder (and as defined therein) and in the cass of
the Lenders, the “denior Lenders’™ thereunder {and ss defined therein), mudarls mutandis, as if
each were a signatory thereto; and -

(d) such othier provisions as the Administrative Agent deems advisable.

Section 6. Conditions of Effectiven ess.

This First Amendment shall become effective when, und only when, the Administrative Agenl
shal] have received copies of this First Amendment duly executed by the Botrower and Lenders
constituting the Requisite Lenders,

Seétioh 7. Represemtations and Warranties..

The Borrower represents and warrants to the Administrative Agent and each Lender that this
First Amendment has been duly authorized, executed and delivered by the Borrower and
constitutes a legal, vatid and binding obligation of the Borrowdr, enforceable against the
Boower in accordance with its terms. Afer giving effect to this First Amendment, each of the
representations and warranties st fosth in Ardicle 1V {Reprasentations and Warranties) of the
Credit Agreement is true and correct on and as of the date hereof, except to the cxtent such
representations and warranties expressly relate ta an earlicr date, and no Tmmediate Defaultor
Event of Defaull has oceurred and is continving. ‘
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Signatre Page to Stip ulation and Order Pursuant

to 11 U.S.C. §§ 361 and 363 Granting Adequate
Protection for the Benefit of First Mortgage Bondholders

. Mr. Russ Paladino, as Individual Trustee

By: Kelley Drye & Warren, Jis authorized counsel

By:

7 Py L i

Mark R Sormorstoin

WYATMR IFRIT4416 |




Vi AMKNDMART T4 CHRLIT AGRTSMDIT
MarinsaL ST ConrUsA TN

Section 8. Reference to the Effect on the Loan Dacuments,

() Upon the effectivencss of this First Amendment, on und afler the date hereof,
cach reference. in the Credit Agrocmont to “his Agreement,” “hereunder,” “hereof,” “herein,”
ot words of like import, and each refersnce in the other Loan Documents to the Credit
Agreement, shall mean and be a reference o the Credit Agreement as amended hereby, and this
Amendment and the Credit Agrecment shal] be read togethar and construed as a single
instrument.

(b) Except as spcciﬂcally amended herein, the Credit Agrecmmt undt all other
' Loan Documents shall remain in full force and effect in accordance with their respeotive terns
and arc hereby ratified and confirmed. '

(o} The Borrower reaffirms its prior grant under the Credit Agreemont of a valid
and continuing security interest in, lien on, and right of set-off ageinat, all of the Collateral of
the Borrower, whether now owned or existing or hereafler acquired or avising; regardless of
where located, and the priority of the Administrative Agent's Claim as set forth in Séction 2.20
of the Credit Agreement. '

(d) Thes execution, delivery and effectiveness ol thia First Amendment shall not,
except as cxpresaly provided herein, operate as a walver of any right, power of remedy of the
Lenders er the Administrative Agent under any of the Loan Documents, nor constitutc a waiver
of any covepanl, agresment or pravision of any of {he Loan Documents.

Section 9, Guarantors’ Consent.

Each Guarantor licreby consents o, and agrees to he bound by, the lerms of the Credit

Agreément as amended horeby and agrees that (he terms of this Amendment ghall not affect in

any way its obligalions and liabilities under the Loan Documnents, all of which obligations and
 lisbilities shall remain in full force and effect and each of which is hereby reaffimed.

Secﬂan 16, Execution in Connterparis.

This Fitst Ammdmcnt may be execuled in any numiber of counterparts and by differem partias
hereto in scparate counterparts, sach of which, when so executed amd delivered, sha]l be deemed
1o be an original and all of which taken togelher ghull constituie but one and the samc

agresment.
Section 11.  Governing Law.

* This Firet Amcndment shall be governed by and construed in gecordance with the law of the
State of New Yark,

Section 12, - Headings.

Section headings in this Firat Ampendment are included herein for convenience of raference only
and shall not constitute a part of thie First Amendmenl for any other purpose.
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the parties hereto have caused this First Amendment to

In WITNESS WHEREOF,
a members thersunto duly authorized, as of the date -

be executed by their respective officers an
firat above wriltch.

NATIONAL STERL CORPORATION,
as Borrower

By: __. o
Tides

CITICORP USA, INC,, .
av Administralive Agent

By: -
Tithe:

BELLER FINANCIAL, INC.
as Syndication Agent and
Collateral Moritaring Agent

By: ‘ e
Title: '

GMAC BUSINESS CREDIT, LLC
as Syndication Agen!

By:
Title:

F1LEET CAPITAL CORPORATION
&¢ Documentation Ageni

By

Title:

. e C1T GROUY/ BUSINESS CREDIT, INC.
as Documentalion Agent

- By :
' Title:
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SALOMON SMITH BARNEY INC.
as Arranger

By:
Title:

MIZUHO CORPORATE BANK, I.¥0. (formerly known
as THE FUJI BANK, LIMYTED) -
as Co-drranger

By, . —

Title:

CITIPANK, N.A.
gy Tesuer

By_': .
Title:

Lenders:
CrrcoRe USA, INC.

By: — o — e

Title:

NATKINAL CITY COMMERCIAL FINANCE, INC.

BY: .. -
Tille: S

Mizti0 CORPORATE BANK, LT (formerly known
o5 THE FUll BANK, LIMITED)

. By: e ——

Title:
HELLER FINANCIAL, Inc.

BY: e e

‘ -'i‘itlaz
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Consented to, Acknowledged and
Agrotd as of May __, 2002

N& HOLDINGS CORPORATION,

NATIONAL STEEL PELLET COMPANY,
PROCOIL CORFPORATION,

AMERICAN STEEL CORPORATION,

D.W. MPELINE COMPARY,

CRANITE CITY STEEL COMPANY,

CRANITE INTAKE CORP.

GREAT LAKFS STERL CORPORATION,

TRE HANNA FURNACE CORPORATION,
HANNA ORE MINING COMPANY,

INGLESIDE CHANNEL & DOCK CO.,
INGLESIDE POINT CORPORATION,

INGLERIDE HOLDINGS, L.P.y

LIBERTY-PIPE AND TURE, INC.,

MIp-COASF MINERALS CORMORATION,
MIDWEST STEEL CORPORATION,

NSC REALTY CORPORATION,

NE LAND COMPANY,

N8 TECHNOLOGIES, INC.,

NSL, INC.,

NATCOAL, INC.y
NATIONAL ACQUISITION COR PORATION, .
NATIONAL CASTER ACQUISITION CORFORATION,
NATIONAL CASTER OPERATING CORPORATION,
NATIONAL CASTING CORPORATION,
NATIONAL COAL MIING COMPANY,
NATIONAL COATIRG LIMITED CORFORATION,
INATIONAL COATING LINE CORPORATION,
MNATIONAL MATERIALS PHOCUREMENT CORPORATION,
NATIONAL MINES CORFORATION,

NATIONAL ONTARY) CORPORATION,
NATIONAL ONTARIO 11, LIMITED,

NATIONAL PICKLY LINE CORPORATION,
NATIONAL STEEL CORFDORATION (NEW YORK),
NATIONAL STEEL FUNDING CORPORATION,
NATLAND CORPORATION,

PETER WHITE COAL MINING CORF.,

PURITAN MINING COMPANY,

ROSTRAVER CORFORATION,

SKAR-QRF. STEAMSINP CORPORATION,

THE TEAL LAKE IRON MINING COMPANY,

as OGuaramors '

By: ‘ ;
Title:  Authorized Signatoty
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Annex I

Exhihit L,
Approved Subordination Terms

Section 1. Definitions As uscd in this Exhibit L (“dpproved Subordination
Termy”), the following torms shall have the following meanings and capitalized terma defined in
the Agreement and used (but not otherwise defincd) herein shall have ihe meanings ascribed to
them in the Agrecment. The provisions of Section 1.5 of the Agreement shall apply to this

Exhibit,

““Holder” means a Person or any ugaﬁt for such Person (including an ndentnre
- trysteo) that holds a Pre-petition Secured Claim. '

“Insolvency or Liguidation Proceeding’ means (a) any voluntary of involuntary
case or proceeding under the Bankyuptey Code with respect to the Borrower or any other
Obligor, mcluding the Cascs, (b) any other volunlary or involuntary insolvency, reorganization
or bankruptey cuse or proceeding, ot any receivership, liquidation, rcorganizetion or other
similar case or proceeding with regpect to the Borrower or any other Obligor or with respect to
any of their respective assets, (¢) #ny. liguidation, dissolution, reorganization or winding up of
the Rorrawer ar any Obligor whether voluatary or involuntary and whether er not involving
insolvency or bankruptey or (d) any assignment for the benefit of créditors or any other
marshaling of assets and liahilitics of the Borrower or any oiher Obligot. '

“Lien Subordination” means the subordination of the Adequate Protection Liens
substantially on the terms et forth herein.

‘ “Obligor™ means any Loan. Party and. aﬁy ather obligor under the Senior Lom
Dacumelits, :

“oaid in fll” and “mayment in il means, with respect to any and a1l Senior
Loen Obligations, payment in full thereof in cash (or otherwise to the written satisfaction of the
‘Senior lenders, including, in the case of any outstanding Letter of Credit, receipt of cash
collateral or 4 backstop letter of credit in Tespect thereof on terms acceptable to the Requisite
Senior Lenders) in an amound equal to 105% of the amount available 1o be drawn under such
Letter of Credit), and termination of the Commitments of the Semor Lenders and all other
obligations wnder the Senjor Credit Agreement, ' : | '

“Senior Agent” means the Administrative Agent and/or the Collateral Apent, as
{hé conlext tequirss or permits and any sucGessor thetcto exercising substantially the same
rights and powers under any of the Genjor Loan Documents (or if there is more thun one, a
majority thereof) or if there is no acting Senior Agent under the Senior Loar: Documents, Sendor
Lendars holding at least a majority of the then outstanding Senior Loan Obligations. :

“Senior Lenders” means the Scouied Parties under and as defined in the
- Agreement and cach and every other holder ofa Scnior Loan Obligation.
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“Senior Loan Doctments” Means the Agrecment ond each of the ofher Loan
Duocnments, any and all documents evidencing or creating uny Semior Loan Obligations and ali
documents and instruments delivered in connection with or pursuani {heteta or under which 8
Lien is granted on any of the Collateral or under which rights or remedics with respect to any of
the foregoing are governed, as any such document of instrament may from time to lime he
amended, renewed, restated, supplemented or otherwise modified, including to increase the
amonsit of Senjor Loan Obligations, change the tenor thereof, the inlerest rate thereon or to add

or modify covenants and other terms applicabie thereto.

. wSenior Loan Obligations” means (a) all Obligations, (b) the principal of, intcrest
on and fees, expenscs.and other obligations under of in respect of all loans, letters of credit and :
_gther extensions ol credit under any financing under Section 364 of the Bankmptey Code, of
any arrangement for use of cash collateral under Section 363 of the Bankruptey Code, (¢} all
interest, expenses, foes, reimbursements, indemnities and other gimilar amounts owing pursuant
to any of the Senior T.0an Documeits, (d) any amounts advanced by any of the Scnior Londers
to acquire, pay or otherwise satisfy, discharge or reduce any claim secured by a Lien on the
Collateral which is senior to 4 Lien granted 1o the Senior Lenders putsuant fo the Senior Loan ‘
Documents, (¢} any other advance or extengion of credit by any Senior Lendet for the purpose
of mainteining, preserving of protecting any of the Collateral. Senior Loan Obligations ghall
include eny and o]l covenants, amouris, obligations and duties owing by Borrower or any other
Obligor with respect to any extengion of credit or amy commitment or agreement relating -
therets, howsoever designated and to whomsoever owed, that reslates, amends, supplements,
refinances or replaces any of the Senior Loan Obligations described in the preceding sentenee,
regardless of the amount, lenor of purposd thereol inonrred during the pendency of any of the
Cases, or, o (he extent that the Adequate Proteslion Lien of the applicable Subordinated
Holders has not been exlinguished or terminated, aftor termination ot other dismissgl of the
Cases or upen or after the reorganization or liquidation of any such Obligor. Senior Loan
Obligations shall also include all interest acerued or accruing -(or which would, absent the
commencement ol an Insolvency or Liquidution Proceeding, accrue) after the commencement
of an Tnsclvency ot Liquidation Proceeding in a¢cordance with and st the mate specified in the
Senior Loan Documents whether or not the claim for such interest is allowed a5 @ slaim in auch
Insolvency or Liquidation Proceeding. To the extent any payment with respect 10. the Senior
Loan Obligations {(whether by or on behalf of the Borrewer or sny Obligor, a3 proceeds of
gecurity, enforcement ol any right of sctoff or otherwise) is declared to be fraudulent or
preforential in any respect, sel agide of tequired to be paid to 2 Aebtor in possession, fusice,
receiver or similar Person, then the obligation or part thereof originally intended to be satisfied
ghall he deemed to be reinstated and outstanding ag i such payment had not occurred. .

“Subordinated folders” shull mean the Persons holding Adequate Protection
_ Liens, but only in their capacity as holders of such Adequate Protection Liens. '

Section 2. Lien Priorities

21 Subordination

Notwithstanding the date, manner of order of grant, attachment or perfeetion:
(a) any Lien on the Collaterat sccuring the Senior Loun Ohligations now or hereafter held by the
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