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WHAT IS EXPECTED OF SHIPOWNERS SEEKING FINANCE IN 

THE CURRENT ECONOMIC ENVIRONMENT?

•CURRENT ECONOMIC ENVIRONMENT
⁻ good business/assets
⁻ good balance sheet
⁻ good management

•VARIOUS RISKS
⁻ Documentation/ financing risks – market risks
⁻ Project/ transaction risks – counterparty risks
⁻ Cross border/ legal risks
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•DOCUMENTATION/ FINANCING RISKS

⁻ global shipping groups structurally and financially more complex

⁻ technical defaults

⁻ breach of LTV ratio
- LTV ratio covenant
- Approved Broker definition
- contents of valuation reports

⁻ “cross collateralisation”
- what does this mean
- “cross collateralisation” of ships, their earnings, their 
insurances and requisition and compensation 
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⁻ financial convents 
- clarity of terminology

⁻ market disruption
- drafting of provision

⁻ other issues
- thresholds and caps
- time limitations, grace periods, notification periods
- MAC
- market flex

⁻ swaps/ hedging arrangements

⁻ term sheets and their importance
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•PROJECT/ TRANSACTION/COUNTERPARTY RISKS

₋ Shipbuilding contracts
₋ force majeure
₋ increased costs
₋ permissible delays
₋ assignability
₋ good relationship (ability to re-negotiate)

₋ refund guarantees
₋ number and amount of instalments
₋ Duration of guarantee – match with arbitration period
₋ guarantee characteristics
₋ swift guarantees
₋ novation of shipbuilding contract – need to re-issue refund 

guarantee
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₋ charterparties/ employment contacts

₋ off-hire
₋ termination/default clauses
₋ conditions – entitles termination
₋ cash flow risks

₋ management contracts

₋ subordination 
₋ assignment of insurances 
₋ assignability
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•CROSS – BORDER RISKS

⁻ complex corporate structure spanning several jurisdiction
⁻ security  – enforcement/ realisation/ registration requirements 
⁻ environment/ pollution risks 
⁻ geographical location - arrest of ships
⁻ tax/ tax indemnities/ withholding tax
⁻ flag risks – registration /timing – PRC/ Indonesia
⁻ change of law risks – change of regulation/ laws
⁻ currency risks
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