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Agenda

m  Risk picture — investor perspectives

m  Equity investments — risk sharing between new friends

= Debt investments — finance's green push
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External factors

Risk and opportunities

Green shift and focus on the need L]

to decarbonise shipping

Exploration of ocean spaces and
new maritime industries (offshore
wind, offshore fish farming, seabed
mining)

Capital markets (ECM/DCM) and
banks focusing towards green
investments

Interesting environment for new
Investments and investors

Internal factors

Shipowners within traditional
shipping and offshore in need of
capital

Emission reducing actions
required to get contracts, stay
relevant and attract financing

Uncertainties:
= New technology

= New regulations
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Risk picture — traditional perspective

Shipbuildin Delivery fermination New charter
P g and Charter contract / non-
contract interface employment contract
Downtime
*  Specification under SBC and CP Termination for cause «  Ability to
* Delayed delivery / cancellation (no compensation) attract new
Termination for contracts
J convenience (amount largely linked
- G of compensation?) to market risk

 Penalties

Residual
value
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Risk picture — current dynamics

: A Deliver Termination .
Shipbuilding o y Charter contract fislee New charter Residual
contract interface employment contract VLS
* Choice of design / fuel « Compliance with new « Ability to attract new * Responsible recycling
* Requirement to satisfy regulatory requirements contracts also linked to * Included in most contracts
emission restrictions now « Cost of new regulatory chosen design and ability now — both finance and
and in the future requirements — OPEX to satisfy regulatory charter contracts
* ESG requirements during increase / CAPEX requirements
construction phase investments

» Allocation of costs —
negotiations with customer
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Risk picture — current dynamics

Shipbuilding Deal::/:ry
contract IHiaice

!

Choice of design / fuel
Requirement to satisfy
emission restrictions now and
in the future

ESG requirements during
construction phase

Termination
Charter contract / non- Hey charte:

employment contract

Compliance with new « Ability to attract new

regulatory requirements contracts also linked to

Cost of new regulatory chosen design and ability to

requirements — OPEX satisfy regulatory

increase / CAPEX requirements

investments

Allocation of costs —
negotiations with customer

Residual
value

|

Responsible recycling
Included in most contracts
now - both finance and
charter contracts

Information requirements
Compliance requirements

Risk shifting mechanisms
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Risk picture — investor approach

O

Traditional shipping investors

« Shipping industry focus

 Comfortable with traditional risk
picture

« Ability to make speculative
Investments

» Expectation of high returns

o
t=»

PE investors

Broad industry approach

Accept traditional risk picture

Ability to make speculative
investments and strategic
Investments

Expectation of high returns

o

Infrastructure investors

Broad industry approach

Application of general risk model —
"unfamiliar” with traditional risk
picture

Need long term charter contracts

Lower return requirements
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Equity investments

risk sharing between new friends
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Governmental support

Government
= Need for R&D for decarbonisation of shipping
fleet and developments in offshore energy
combined with uncertainty in implementation
Investor Investor
®=  |ndirect support through public procurement etc.
= How to tie up support with other investments:
Owner Owner @ Supplier
m  Criteria for support

calls for governmental support.
=  Direct support, e.g. for electrification or use of hydrogen
in shipping
= Avoiding disqualifying elements
E Charterer

= Timing of support
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Risk sharing

— Joint industrial development

m  Different forms of joint industrial developments:

New commercial solutions for offshore wind industry

New commercial fuel for shipping industry — batteries,
hydrogen and ammonia

Cost sharing for costs of R&D for testing of new technology
and pursuing new technical solutions for decarbonisation

= How to establish a balanced framework for
investments and collaboration:

Owner
Structure of collaboration — unincorporated JV or company

Contributions to development / scope of work

Sharing of financial rewards

IP rights to solutions

Liability allocation — towards customer and between partners

Competition and anti-trust issues

. Government
Investor Investor

@ Owner Supplier
E Charterer
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Risk sharing — Financial joint
ventures / investments as a tool

m  Classical investment structure with contribution
from existing and new investors to take the
benefit of market opportunities.

= How to make the most of, and protect, the
investment — the usual aspects:

Scope of cooperation — general investment or venture into
specific industry — Non-compete clause

Governance and board representation

Decisions — veto rights and reserved matters
Management agreements — fees to shipowner
Pre-emptive rights, transfer restrictions

Put/call options on shares, drag-along and tag-along
Trigger rights for ship sale

Exit-plan

. Government

Investor Investor

E Owner @ Owner Supplier
E Charterer
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Risk sharing — Upstream
risk/reward

. Government
m  Traditional service contract, but with alternative

remuneration structure for risk/reward sharing —
shipowner taking market risk on underlying
commodity / end service.

Investor Investor
@ Owner Supplier
= Coverage of baseline OPEX and profit element

®=  Principles for calculation and distribution of
upside/downside Charterer

= Direct investment in project through acquisition
of shares or issuance of shares to suppliers as
part of remuneration structure.

m  How to structure the investment and return: E
Owner

m  |nterface between traditional service and risk/reward
sharing
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Debt investments

finance's green push




Debt financing — traditional perspective

SELLER'S CREDIT

* Not readily available

DIRECT LOANS

* Increasing use of direct loans from
large investment funds as alternative
to equity investment

«  Often English law (fund driven)

BONDS
* Available for corporate unsecured
issues

* Increasingly selective
+ ESG becoming a price driver
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BANK LOANS
» Reducing exposure to traditional ship
finance

* Larger owners
*  Capital requirements

EXPORT CREDIT

«  Construction financing and export
financing arrangements

* Longer tenor

* Attractive interest rate

LEASE

+  Continuing growth in Asia and
generally

*  Opportunity for high gearing and
long tenor

+ Tends to adopt bank terms
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Debt financing — current dynamics

Green bonds /loans: Sustainability linked bonds / loans:
m  Use of proceeds for green projects m  Selection of Key Performance Indicators (KPIs)
®  Process for project evaluation and selection m  Calibration of Sustainability Performance Targets
o . o (SPTs)
= Clear communication of environmental sustainability
objectives, process determination and eligibility = Reference to borrower's own performance, peers
criteria. performance and science or to official

. _ country/regional/international targets
= External review recommended (e.g. classification

society) — Could be by way of (a) consultancy/second = Timeline, baseline / reference point and
opinion, (b) verification, (c) certification or (d) rating. adjustments

" Management of Proceeds m  Credit characteristic (e.g. interest rate)

®  Reporting = Reporting

m  External Verification

( Green Bond Green Loan Principles \! gustc-.iainability-Linked Sustainability Linked Loan Principles
on
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Thank you!

Bard B. Bjerken
Senior Lawyer

Legal disclaimer: This presentation comprises a general description of certain rules of Norwegian law. It does not constitute legal advice, and should not form the basis for any commercial decisions.
Photo: Wikborg Rein, Erik Bur&s/STUDIO B13, Ilja Hendel, Helge Hansen/Montag, Gettyimages
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