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[Abstract]

A Study on Legal Structure of Ship Finance

Chung, Dae
Law Professor, Division of Maritime Law, Korea Maritime University

Ship finance or shipping finance is closely related to shipping industry,
shipbuilding industry and banking industry. A ship is the most important
asset in a shipping company. Therefore, the executives of shipping company
should make a prudent decision in respect of shipbuilding because shipbuilding
is long-term and price of ship is very expensive. In this connection, a bank
is reluctant to make a loan to a shipping company for the purchase of a
ship. The reason is that both corporate governance structure and financial
structure of a shipping company are not clear and transparent.

There are various, complex contracts in respect of ship finance. First,
there is a shipbuilding contract between a shipping company and a shipyard.
Second, a shipping company receives the refund guarantee from a bank
because a shipping company needs to obtain advance payments in case of
builder's default. Third, the special purpose company which a shipping
company established makes contracts for carriage by sea, such as time
charterparty, voyage charterparty and bareboat charter, Fourth, marine

insurance contract plays an important role in ship finance, Lastly, a loan
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agreement as the most important contract is made on the basis of term
sheet,

In this article, firstly concept and characteristics of ship finance are
defined and introduced. Secondly, various contracts in respect of ship
finance are well studied and analyzed. Hopefully, this article may play an
important role in solving various legal problems arising from ship finance. In
addition, this article may contribute to making a deep study on ship finance
in the future.

Key words : ship finance, shipbuilding contract, marine insurance contract,

contract for carriage by sea, refund guarantee, loan agreement
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