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[ABSTRACT]

A Study of the Introduction of the Ship Investment Corporations
System for Ship Financing

Moon, Jun-Young
Department of Shipping Management
The Graduate School Korea Maritime University

The Korean marine transportation industry accounts for 5% of the world’s total
transportation of goods (5.3billion tons) and it transported 99.7% of Korea’'s entire export
and import with earning 11.3 billion dollars in 2000.

The securing of new and old ships which are an important basis of marine
transportation industry has not been implemented since the foreign exchange crisis in
1997. The advanced countries are achieving competitiveness by securing stabilized
shipping craft. The foreign exchange crisis triggered our country to consider to the
introduction of the ship investment corporation system.

This study is to discuss the major benefits of the introduction of the ship
investment corporation. Before discussing the introduction of the ship investment
corporation, we will review our ship finance systems. And then we will examine
systems the systems and operation results of Germany’'s K/G Fund and Norway’'s K/S
Fund.

We have many Kkinds of ship finance, which are the planned shipbuilding system,
BBCHP fund for introducing used shipping craft, and export fund. The planned
shipbuilding, which has been developed as a policy of reinforcing shipping craft upon the
basis of the five-year economic plan for connecting shipbuilding and marine

transportation industry, has been given 80% of the fund for shipbuilding, based on the



bringing up of marine transportation industry since 1976. This fund made a great
contribution to the augmentation of shipping craft at the beginning of the domestic
marine transportation industry. Shipping companies, however, avoided the use of the
planned shipbuilding system because of the securing of the additional fund and high
interest rate. As our country joined the OECD in 1996, this system has been abolished
in the sector of the ocean—-going ships, and 80% of total fund for the shipbuilding of
home-waters liners has been provided.

As for the BBCHP, 100% loan for the cost of shipbuilding and various financial
expenses can be borrowed from foreign financial institutions. The borrowers can pay
back on equal installment basis over the period of 10~20 years and the ships
transporting cargos for long-term contract basis have an advantage of securing ships
without the investment of capital. Since the second half of 1980, about one billion dollars
have been assigned for the ceiling of domestic shipbuilding responsibility and for the
ceiling of the borrowing of fund from abroad. However, at the time of the foreign
exchange crisis, the ceiling of the fund from abroad was abolished and the system has
been changed so that a shipping company could borrow money on credit. It became
possible for a shipping company having a lot of debts either to be unable to borrow
money or to borrow money with high rate of interest. BBCHP fund for introducing used
shipping craft has an advantage of securing ships within the short period of time.

There are various kinds of sources borrowing including loans, lease financing, the
fund of the Bank of Korea. However, in most cases the foreign exchange of the Bank
of Korea was utilized. Nevertheless, the lending of the foreign exchange of the Bank of
Korea was suspended because of the foreign exchange crisis. The export fund of the
Export and Import Bank is a system which foreign ships cannot be supported with this
fund and foreign shipping companies utilizing the domestic shipbuilding yards can get
this fund. Thus, Korean financial system of securing ships has a problem of flimsiness.

The American system of the financing for ships is to provide long-term financing
on a low interest rate in order to expedite the growth and modernization of a body of

merchant vessels and shipbuilding yards. The Japanese system of financing for ships is
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a Japan'’s planned shipbuilding system for reviving the body of the Japanese merchant
vessels. This system has been introduced in order to reconstruct the body of merchant
vessels by the government. Because of the government policy, Japan has become an
advanced country in marine transportation and grown as a great country of shipbuilding.

Germany's K/G(Kommandit Gessellschaft) is a fund which operates not only ships,
but also real estate. Recently, real estate tends to be on the decline and ships tends to
be gradually active. According to K/G Fund, the company investing in ships borrows
fund from general public investors and financial institutions and invest them in ships.
The companies operating ships cannot offer their profits as mortgage nor can they rent,
nor can they transfer them. In case the company investing in ships or stockholders
come to suffer damage, they should be jointly and severally responsible for the directors
and auditors of the company operating ships and the related company operating ships.
The company investing in ships should consign the task as keeping its assets to the
company keeping assets, and the procedure and criteria keeping or taking out asset are
to be decided by presidents’s order.

The assets of the company investing in ships, the proper assets of the company
keeping them, and the assets consigned by the third party should be managed
separately. In case damage occurs to the company investing in ships and to stock
holders, the company keeping assets is to be responsible for the damages. In order to
secure the transparency in operation, the company investing in ships limits the number
of ships to one ship to one company(single purpose company). K/G Fund is being
operating on a long-term and stable basis in which the tax benefit is gradually bing
swindled. It should be decided within 10 years after the delivery of a ship whether it is
to be applied to tonnage tax, the ship should maintain German nationality for a decade.

Norway’'s K/S(Kommandit Selskap) fund has been utilized in the field of marine
transportation industry since 1920, and recently it has been made use of a lot in the
field of real estate. K/S fund, a joint-venture company like K/G, applies 17% of high
speed refunding. The period of continued existence of the Fund is two years for short

term, so that it has a venture style management. Norway doesn’t connect Tonnage Tax
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with K/S, but applies it to registered ships.

As we reviewed K/G and K/S funds, the introduction of the ship investment
corporation system could contribute to promotion of the ship finance in Korea. We
suggest some ideas to utilize the ship investment corporation in Korea. Firstly, it is
necessary to introduce tonnage tax system for the successful introduction of the ship
investment corporation. Secondly, the ship investment corporations provide the higher
rate of return compared to others. Finally, the investment on ship should be recognized

by investors as a safe investment instrument.
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7}, A1Z BBCHP (Bare Boat Charter Hired Purchse, =43 SZdFy841)

d 10~209221e] $-2luele] BBCHPel 23 93latda= " uiolA =
Wz o9l A7) COA(Contract of Assignment, += W &3tF7 82 YA
)T OoRmTH FOBx oz 7A%d 3= A A st FrIsEAtS 2 Adx
of stete] FEsert Ao RE FEA HJon, 15 Hap AT g,
olmowm iy AA AP wAES HAst] QJaE et Muten s AL
Agol & SxoRRE AP F A stdov AAA w7Fe] Alwsker
Arte] AA A Agom= o]mAatd]e] ofg AAolH 53] Ar|eEAts ste

Hupe] obUw susk oA W EAZ
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A1z BBCHP| =343 HA7HA &A1 71(

=5

FHAE <19 2559 e 2

<29 25> ANAZRTHAT A7 A7)

H

AxAF | — |Steel Cutting| —> | &=4x | — I Ql

M7
20% - 20% - 20% - 20% - 20%

Az
oMy — 5704 — k! — 671 < —  671€ ()
2714 671 < 127014 671 < 12712 (LNGA)

<E 2128 AWEE AR WA AOZRE AW F AEF A
%

o Am olgth HAe AT

A

Aol BEE AHT Ao =
Az A COANS, ATAE A $HE9 WA, A )

At SRsHA H=d AARE dAel lo] 1993d5-E 1997d 714 HAlE B 3]

¢

I

ek H] 2 A gl 43% 0 ALEE QL)
<% 2-12> dAxd }FulATE
(&9 @ wiwrge] )

o oo | AR mA M Abe] B B AL &2 A
ST l@EgageE)| ¥ | A6/ T | =7 o 2 | AT | & oA
1993 1,350 49 2,000 2,620 22 1,364 1,297
1994 480 47 1,777 1,812 18 624 523
1995 1,000 39 1,266 1,440 23 &91 984
1996 1,000 39 1,045 1,275 23 744 892
1997 1,200 60 2,018 2,065 6 346 280
1998 ~2000 3l = | % - _ _ _ _ _
Al 5,030 234 8,106 9,212 92 3,969 3,976

¥ 1994d o) wjAgdo]l A Ze 19939 % £7|AME 492729 wd e & AR

Rl
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ye
=
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1

A1 A v AvtegAs

n o] edul MUl = 2 73 (Federal Ship Financing Program)-& 19361 A4
(Merchant Marine Act 1936, Title XDoll 98] =% o200 FE O vl
ZAX Ao AZFE AW (constructed), A 7AZZF AU (reconstructed) T NEE
(reconditioned) "= &5 %& Aul = A FEFAve] F§(financing) =5 AT
& (refinancing)S Y3t Plo e =dF, @ vl=d &A= ¥ 2HAAEA
Avtazries FAA717] A8 5655 date 2L T g ARPEIE A+
S 3FE AlEo)th(<iE 3-1> ).
aelal o] R o] &2 A 9F AFHS TEsd dAE o]t

Aof, Al 8718 (Federal Credit Reform Act of 1990)o] o7 3 T2 A E 9
%)

20) 7FF 3] £](2000), p.44.
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<3 3-1> Federal Ship Financing Program® Q&

T i gl &

- AA = Wol] o}y
e g EA5 A A AR BEATY

- Aubel Az ARE,
oA - M4 @

- 71¥ &89 AF & (refinancing)
=3 FA - MEAE, HAE, va 2L
8711t - 254
HEEE - ZeAE e} Hdf 87.5%71A]
ey - o 23 dEe AE
o RE A -~ MARADS® SRSkl o= FEE 5ol

23 7 ds

- AAbel T8 7] A
Ag&ae 24Uy - s ARG Al FEE Fastel A4

- MARAD7} w2]9] A< 2

MARAD?®| 5912 AHLZFE 604 A= &

=
ZZ o Algo]l Ao MARADS A4 & 9

A HFZ MARAD 4173
MARAD7} g afjor & E7]A}

MARAD®| F7} 2745 &

v

NAFRR, ZAFTR, LEFF
- AAANE FAAAA Fohu &

=
R Haa

A& ¢ http://www.marad.org

(2000).
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Agggdare F2 g8 Autolm ) o M A, 2] ,
A, dJAM, vpxA, EAAM, SR AR, YA FEAE, FRAA
(floating drydocks) o] 3+ TSk o] 2ol AL g VeEERe 24

E3] na S2498 m 3 &&= (American Bureau of Shipping)®] ZEFo|i} w
T3l XA R H(U.S. Coast Guard)7} Q1 71&& SFste Zojojof gt +%
durel Ao A5 E 3 (International — Association  of  Classification
Societies) 9] 3] ¥o] F<lg 7]F(l:ISO 9000 Alg] =)ol m=rafj A (MARAD)©]

= 7 7IEES FE5Her @k aga dFe 2dAE SET A

b AUy mE e 444 £45ES 233 golok dvl, AT

Z2ad] AFA et #FEFAS MARADZE Algekeh. 213 2= MARAD®] A4t
=82 (Office of Ship Financing)®} Title XI¢] A& % ¥ aFx710 s AFA
Aol E dfof gt A FAAFE= ANkEA FFoj o we MARAD® %
% (the Secretary)e] ZAstH, 5" Afoe ESAZ dudn. BEA7

p

= SAlC i AR e EA sl g 2A gl A e

—

21) ZZF3 £(2000), p.46.
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&2 (Japan Development Bank)e] AAFA§AE 24 AlF28o] Fxgatd, A
o] A7|AFow AR Awe] FAH &A= LNGAH Ad7ke] 90%7]
FAN T, 718 Aute] A9 oA AeFy Mt Azke] 80%F A Aure
A7kel %A eASE T wEb AdARe] AR 2Rl &S Ad7Ee] 10~25%
olth.  FAZIZEel QoAM= ALy AT 13V 3d)olx, AT
Frgaae 8d(@ 27 £l §AT @ AdolAE 1990~92+d
= ATS8 ATl A 6~-8%°IUx, MESY FAES A 6.87~54%°]Ut

T AdRe] A AA wE AwA Felaet Rzl weHel dx) Aned

A = 3t = d ®

D%l 28 WelRke] 20% LNGA 10%
#4712 BT 0
R . . 2483 20%

7| ERA 25%

W = 28 UAke] 20% LNG 702 60%, Al 30%
g2pz27 A | e 60%, A 20%

o4 A A8 27 80% e | he 509, A€ 2%

u A 3 5 AXF 84 (134) A e 3@ (LNGA 54)
21817 7} &g 53 AXF 549 (10) - ARF 109

9l =z & 5 10d oy Al s 271784
TR L B Ll o A e | 54%O2d B
o=

©] 2| LIBOR+2% (W8} : 8%) Al e 6.026(923 1)

24) d=rxA-394F 3] (2000), pp.270~271.
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<H 34> dE AZYxA QY FE8 Fol
o9 = ANsa§7]3 SR
1983 8.2 7.2
1984 76 7.1
1985 7.2 6.5
1986 5.8 55
1987 5.3 4.96
1988 5.6 4.9
1989 6.45 5.4
1990 8.0 6.87
1991 7.2 6.26
1992 6.0 5.4
1999 n.a 2.15
AEAG M A2 T 5ol & AdxAgge) Ale2dq gt
Gzt Aols wEdE Aotk 19539 o F 19919714 & o] AR EFE
dlo]th(<3k 3-5> =)
<3 35> AdE AFdxAM o|xRHFF A FAFA
(9] - ougkal
9 = NFEET | duswes | & A
1953~61 9% 11,658 11,753
1962~71 56,045 17,967 74,012
1972~81 73,112 928,745 101,857
1982~91 48,489 12,722 61,211
@ o] A B F ol THA 177,714 71,092 248,833
- T3] (%) (71.4) (28.6) (100)
#1990 714 omii o] AF 3t

g 0 dE

- 38




[}
=

aL-g-ol .

1t

|

Aoltt. gae] AN

-

A, Ang o=

3}
q

A

shx

=

oA Azl 55

o] glo]

1

1

u

T

]
yl

4
Al Tt Al

I paper company)

hEs
=

=

AT

A7}

Ay, ZA 3]

_‘1

QY

A 2ARFHl f)

(1) Al F-w Al

H X

o

p=2
[}

3] o]

o

R

Al Zh),

Libor+a(London
c

(

A &o| A Liborta £+ 8=
A 114

)
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=
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A 34 549 K/G Fund
1. A

5] K/G(Kommandit Gesellschaft) Fund= A= 3]3] Wetoz AAIdEY 7
Ay o] wasle] gtom o] Ak AAESEokA AT AT
= 3k Aok K/Ge Rt iR AAE S Awd 28, AuAdess B
ato] Bpak Mulel Az So| Fxsls Aot

1950 = A5 FeHdd 24505 flel K/Gol Wal] Assgs Folskidnt
agla 19709 = FEET ofy ey EX] Mozt S wdste] 1 g E7E &
fE ATt 19999 Tonnage Tax =3 g Eo] A Auk K/Goll W3k A A& &<
HoslE ZAHF9 7]+ (tax-incentive fund)e]gl & 4= Ut}

K/G Fund= /MAFAAZIEH Aas Byste] A=E ddstes A=Az A
g 13 o] 1347 "ttt K/G Fund®] 873+ <1¥ 3-1>3 Zr}h

<19 3-1> K/G Fund &&7%

%l A}
Fund(K/G) k2] 3] A
ApAFH B3| A Fund &< 3 A}

25) 73] £1(2000), p.53. B 3 F4HE-(2001.8), p.76.
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K/GE Fund$ 93 AF AR a3 AL (G20 e - vjn]) 2 Aulbzha] 3| Abe]
°of dRE gAY Funded3|Atel BE AFE SIS HEH 7 )]
st wEbA] Funde 9 3lAbe] Fej= thdsitt. 5d9 K/GEAADE
o] §lE 2oz HY] "o K/Go a5l Aol ofygt Fxpate
A o] frk, wepa dure) uEAtT o R 1g Aol K/Go &40l o
Tz Aol Hug Fapxte] BpAbY e o] FAAE I ThsEE H
AERRIE S 2:d7He gulgol Foll A A3t 15 FSUoAE A Ao & updo]
Tonnage Tax®] €& Fogo=zn 2HAQA AAA LS
%7] 297 40%7 A &5 ZHS sto]l K/G7F &4 BEE oz Fxx19 B
Ak el oz A A xS vk HA AL Aupy ZA N
il Ades ALe 1838ty] e A A Murs FEE= Alelth. K/G3A

o]
= AMEEE, 048], o)Al RAGFER SR E A Jlzte] Qom HEelAbE

~|
b of

E it
)

©

Fund 3 81205 A bl PEAE go] $93ta Qo @Al 25
Aok Hx FAlol: Mubob: FA BUAAL i FAolth E9el Mu
#ok K/G Fund9 814H200049 220l gl 3lab 227147k glom, 20008 A

WFund FRE 9F 309 2ol

26) K/G Fund &< 3]AF2] Norddeutsche Vermogen Holding®] 7% 5001% ¢ A Lo] 9o
o, 122712 FundE 9 (d8F 81, &4t 4D)slar Joh(E) F4=4k5, 2001.8, p.77, 4%
3] 9], 2000, pbb 5 FF).
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<¥ 3-6> K/G Fund 94 5233
( &9 : mil. DM )

1996 1997 1998 1999 2000
A A 7,866 7617 6,981 5616 7,052
AR} 3,378 3,326 2,879 2,498 2,898

AA Funds 40~50%+« A¥bFAA2 7Y F al
A S o R APt 5do] A K/Ge A=Y 7Hsstt
Ak Alxste] didels dHlz 29stn o AA AdEeld e 22.2%7F
5 AFelH, el K/G Fundol oA HAzxsa glow a2lal AA&AA%
ol AE = Aol AARte] 75%7F K/G Fundel €71 Adx¥ Auteleg} & 4 gl

3. K/G®] Fund #& AlA1¢] ®3}

K/G Fund:= 1996\ 712l

-{m
>
>
1o
4t

D)
2
1o
p—
[\
2
N
N
P
By
of4
2
%
N
32
lo
)

wAele] 50% ) 196699\ Ake] Fabele] 10097}
A A5FA(TA 125%)ste] FA ] Z=AAAS Frk 19999 o] Foll= 1o
& , = A3l 25%—16.7%—133% = =43}
t}. Tonnage Tax =% % A5A&H Q%= 60%A 475% % 7FH=3FA T}
Fund®] ZAlsglo] 1999l A FAastA o= &kl 2000 %= K/Gol o1&

=
AuAzE 254 FA8 2
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<¥ 3-7> K/G Fund #d AA¢ W3}

| 19969 49300 0] A | 19999 39 4%0]A | 19994 39 4 o]
a5EA |- FARe] 125%
. - Fxpele] 100%74A4 | F
Mg | AA A T 100%744 | =% 3
- H191Y ol =
e g ope | 100EIRIY el F
5947 ol AW Hawa, |
e 509 9] ] ol A] o e 13.3%
u‘l% o]g }\O]_Z]]_ o 1 =T o=
" Rk
- A JHAI S 8yl o]
AvhE Ak 7}
- o] 7beshar, vzt obe oAz A
TEESA o wagn wz |2 = S
e 7}e] 50%%F A
thAtste] 50%=
2w
- 1996449304744 | - 199911394 7}
g A A o tax officeol] =} tax officeol| ¥4 #
& el wow - 1997129319714 |- 200043129312
At ol A el
S AEEA )y
R ek
=R IEPN
TAEE A 4 5 L gAAE 294
el (Avre] Ao 27
=24 20A)
A= s AR (2001.8)
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¥l Fund 93 7]%be] tisid e Hxe Wt d 02y Tonnage Tax A3
=]
1

Bl 8593t A, Tonnage Tax A

o
s
g
R
H
=
of
=2
%0
o
rlr
By
c
=
(el
o
e

HE(B0~60%)2 oo iy 2Yst 4

¢ Az Ee gy A2 FE 23 ded] FRE AeHa v 19959

oMol = HAdxHLIE Atz A4S BASH7] 913 Inplacement Guarantee®
st AFXAE & ¢ Wwgko} o] K/G Organizer’} GuaranteeZ 3aFal thal
of = olefA A B} & AR duks Axd ¢ A St

T BFol oAM= Fund 3 R HA4A 2~399 9 A5 Hos
st o, Y2 AAAGH(K/G Fund)7F oW 2425242 23 #HE3sho
TS A FAHK/G Fund9 1% 109DM#A 400~6008 2.2 F+4). FAA&=
st 7} B7bskch. ok F219] OTC(Over-the-Counter market) 7A@ & 7153kt

Aube)l A A S B =59 Mdurol A - WA o] AFESrh. oY Tonnage
Taxs A&7 fsids 5d A A ololof st = AHo=m 4 ¢ A
A2l 7[EAIHS EU 4 & 7F-oF duh. AdlEs 2 o]ujo] Tonnage Tax
& A&Hs AQAE AAsoF kil W Tonnage TaxE #A-&wow 1081 =
A =FAS AL FASoF gk

1. K/S(Kommandit Selskap Fund)®] &4

K/S Fundi= 1920858 a2 - oY - sl drAlF 5 okl A o] &3at7] Azt
dto] et 1960 d] 01 K/S Fund7b &3] 99U FHZol= Adrro 7
S ZokellM K/S Funds ®eol &&3ta lew FaAdrrde Aol 4
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10%= A= 9ty K/S Funde #8783 (75~80%), LukFAEAle] )&}
B3(15~20%) 3 k4 A F(Uncalled Capital, 20~25%) 2.2 T4 5w, 3 ALS
AWEA2E2 2 ojyo] AR TS xEste] FHAag 40%9 AEFS Y
of g},

K/S Fund: v&3 2& 2 7k ZH3 #4013
Foll Al&sA oS

K/S Fundt =29 °]9 ZAdTEAE] NIS7F =dsd 1987w de] A
abE ek K/S Fundel 9@ gxr® dulgfo] wm29jo] & AMubako] 39%1)
o] 1980 ] 15%HEtt = ] o] F7kekddeh ol g FUkFAlE AL E o] 1989
d 19el= 56%, 2210MDWTE 7|53tk 1989d 6€ 7]+ 4003 oo ==
glel =Xz 8002 9] s HHde] K/S Fundel 93] 2f=ar, AAFA =}

o

[«

v 19 200080 o2 Y= Ao FAaEdon olF 20%7F AT AFAFS]
Aoz d#Hrh w1987 =290 NISTE AuhaFe] 39%7F K/S Fundel <]
3 AFEAL 1990 6€ol= 2 ¥ &) 61% =2 FUFsEAY. a8l e 7§
oF =2 9ol AHbaFe 1,0008DWTeo A 40008DWT= 7}k t

g 1990 ol b A AZFT Ui gaEAE Hola 9id, ok A
A el A717F i A Fad Aol A& shetete] AR NN AT
%7} stetgk oA 7)JdE Y. Eg ANEEAAES 5 A= Venture Capital &
Bz Ade EREE2 &7 g8 =2 o] FR7 N4
GE et 19899 1Y =290l F T54H F 56%7F K/S Fundel <3 <<
i lom, o7l FApgE o jhEAppt

[e]
oh Bk oy}t 19899 71 K/S Funddll o8] =AE ArarE+ 1109N.Kr(#]

319

=8
—
!
)
rlj
=)
=
iy
o
rlr
o
fr
o
1~
K
2L
o,
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s} oF179) ge)E wEdo] FANGE W e ATEGL D4 osn Qe

sAAe] @Eg EAol talA K/S Fundel AuHEAsAle] WAESI|HE

2 4ol glovt KGE B4 859 ol gelm wmesglols B4 2d o golth
B FRpabe] EApAFl Bl Wold FAGNHe] FFHol MokH A
FAAe] FEAL Foldtr] sl F9AY e s glrk

2. K/G2} K/S Fund®l A4

f

H
o
ot

K/GW K/S= 5 A=) garsjabe] wslaxt
toz gHdrt. K/S 9A rte] g Fi& = )
FAgAo g sta o (=29 o] FearnleyAl:= &7 FHH), A dHEHT
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