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Introduction

¢ Asian, mainly Chinese, banks are now major capital providers to the
shipping industry

¢ Recent figures show Bank of China, China Exim and ICBC (including
Leasing) occupying 3 of the top 7 slots in the league table for 2015

e The L/C portfolios of the top 3 Chinese banks (mentioned above) now
exceed $50 billion

® The other Asian name in the top 7 is Korea Exim
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Impact on Greece

¢ Year of Maritime Cooperation between Greece and China was launched in
Beijing in March 2015

e Greek shipping companies have signed high value deals with Chinese
banks and leasing companies

e Chinese financial lessors entered international ship finance market in a
significant way in 2013

® The lessors have access to ample liquidity from parent banks

¢ |CBC Leasing is now the largest maritime leasing company in China with
£7 billion as at QI 2015

CLype&Co



What is lease financing?

¢ | ease financing involves a lessor (leasing company SPV) leasing an asset,
such as a plane or a ship, to the lessee (the borrower/operator) in
exchange for the payment of hire (lease payments) throughout the term of
the lease.

¢ The lease payments should cover the entire cost of the asset plus a return
on capital to the lessor.
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What is lease financing?

¢ Different types of leasing structures:
(1) Financing lease
(2) Operating lease
(3) Hire purchase

(4) Retention of title

(5) Sale and leaseback

CLype&Co



Differences from traditional bank financing?

Bank Financing Lease Financing
e The borrower retains legal title over e The lessor (lease finance company
the asset. SPV) retains legal ownership over the

asset during the lease period. Only
possession of the asset passes to the
lessee (e.g. a traditional shipowner).

e The lender receives interest on the
loan (plus fees, etc)

e | essor receives return in the form of
return on capital (plus fees, etc)

CLype&Co



Differences from traditional bank financing?

Bank Financing Lease Financing

e The lender may take security for e The lessee has economic ownership of the

repayment of the loan by obtaining: asset, but not legal ownership
» a mortgage over the asset;

»an assignment of the earnings,
insurances or other proceeds relating to
the asset;

» share charges over the borrower; or

»a guarantee from the borrower’s parent
or other group company.

¢ |t has the use and possession of the asset
during the main part of its useful economic
life

e No ship mortgage (between lessor and
lessee), but other security package is
similar
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Typical Structure — Vessel Lease Financing

e BBC
— Typical hell or high water BBC
— Financing provisions (similar to Loan Agreement)

¢ Typical Security Documents
— Charterer’s Assignment
— Share Charges
— Guarantees
— Account Charges
— etc.
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Chinese finance leasing companies

MOFCOM Foreign Finance MOFCOM Pilot Domestic CBRC Financial Leasing
Leasing Company Finance Leasing Company Company
ShpEmh P A BR bl AZER AR ER R SHHEEAH

Registered  US$10million RMB170million RMB100million

capital

Type Foreign-funded enterprises Business enterprises set up in  Non-bank financial institutions
Sino-foreign joint venture China

Sino-foreign cooperation
foreign-owned enterprises
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Chinese finance leasing companies
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Chinese finance leasing companies

Through December 2014 /7.

Total number: 746 (including financial leasing companies and other finance
leasing companies)

3%

m foreign finance leasing company (#h & E & FEE 1)

m pilot domestic finance leasing company (&R EFEEIR S )

m financial leasing company (£ &/ 7))

[11CK Yang, ICBC Financial Leasing Co Ltd, Alternative financing for Gulf based shipowners, Marine Money Gulf Ship Finance Forum 4 March 2015 I
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Chinese finance leasing companies

Through December 2014 /7.

Total registered capital: US$38.8 billion

m foreign finance leasing company (#h &R B A E )
m pilot local finance leasing company (&Rt & &K ail)

m financial leasing company (£ A&/ F))

[11CK Yang, ICBC Financial Leasing Co Ltd, Alternative financing for Gulf based shipowners, Marine Money Gulf Ship Finance Forum 4 March 2015 I
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Chinese finance leasing companies

Through December 2014 /7.

Total leasing assets exceeding: US$323 billion

mforeign finance leasing company (¥M &Rt & FAE )

mfinancial leasing company (& &t &/ F))

[11CK Yang, ICBC Financial Leasing Co Ltd, Alternative financing for Gulf based shipowners, Marine Money Gulf Ship Finance Forum 4 March 2015

mpilot domestic finance leasing company (&R A EIX S )
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Opportunities to pursue lease financing

e | ack of availability of bank financing or other financing options

»There may be a variety of reasons for this including the bank’s
unwillingness to provide ship financing in general or because of the
creditworthiness of the company seeking the financing.

»Strength of Leasing Companies

»The leasing company is in the business of arranging this type of
financing structure so in the case of financially sound operators, is
more likely to receive bank funding as they present a lesser credit risk.
Their higher credit rating will also mean credit is obtained more
cheaply.
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Opportunities to pursue lease financing

e Restrictions by existing financing arrangements

¢ Other restrictions (constitutional documents, etc.)
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Advantages for the lessor

® The lessor still retains legal title to the asset. This means the lessor is
typically in a better position than a lender as the asset is not subject to
any security granted by the lessee in favour of an existing lender.

¢ |t should also be easier for the lessor to re-take possession in the
event of default by the lessee in making a scheduled payment as
compared to the position of a secured lender who tries to enforce its
security.

e New Marshall Islands law to protect lessors
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Possible disadvantages of lease financing

® | essee Perspective
— Tax
— Flexibility of use of asset

® | essor Perspective
— Insolvency of the lessee
— Legal ownership/liability relating to the asset during the lease period
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Regulatory risks

e Sanctions

19

CLype&Co



Regulatory risks

e Criminal prosecutions
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Our international offices

gbar es Salaam

'8 Rio de Janeiro y’ !
annesburg
; Cape Town#®:

Our international network is suplf;lemented by relationships with correspondent law firms in over 120 countries.
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1,800

Lawyers and fee
earners worldwide

THANK YOU

Stuart McAlpine
Partner
Clyde & Co
Tel: +4420 7876 4082

Email: stuart.mcalpine@clydeco.com

360+

Partners worldwide

CryDeE&CO
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Offices across Europe,
Americas, Middle East, Africa, Asia
and Australia.

Clyde & Co accepts no responsibility for loss occasioned to any person acting or refraining from acting as a result of material contained in this summary. No part of this summary may be used, reproduced, stored in a
retrieval system or transmitted in any form or by any means, electronic, mechanical, photocopying, reading or otherwise without the prior permission of Clyde & Co. © Clyde & Co 2014
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