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INTRODUCTION 

Definition of "financing charter"  

 

“a contract in the form of a demise or bareboat charter, 

regardless of duration, between the documented owner 

and the charterer of the entire vessel, which contract is 

agreed by the parties to be or is determined in judicial or 

arbitral proceedings to create in favour of the 

documented owner a security interest in the vessel 

granted by the charterer”  

 

(Section 112 (7) of RMI Maritime Act) 
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LEASE CHARTERS IN CHAPTER 11 PROCEEDINGS  

Section 365 of the US Bankruptcy Code 

 

 prevents the non-debtor from terminating the 

agreement as a result of the bankruptcy 

 

  gives the debtor the option to assume or reject the 

agreement  

 

regardless of contract language 
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“TRUE LEASE“ OR “DISGUISED FINANCING“ 

Determined under which rules? 

 

 pursuant to the law the parties agreed to in the charter 

contract (mostly English law)  

 

or 

 

 pursuant to the law where the court is seated (US-law)? 
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New York bankruptcy courts apply choice-of-law statutes 

of the New York Uniform Commercial Code 

 

Section 9-301 of the N.Y.-U.C.C.:   

 

 Jurisdiction in which collateral is located  

 

 US jurisdiction 
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Recordation of lease charter as financing charter  
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 creating a security interest in favour of owner/lessor 
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 securing the aggregate of all charter hire payments 

and purchase option amounts payable or to become 

payable (exclusive of any interest, indemnities, 

expenses or fees) 
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arrest his own vessel and to commence foreclosure 

proceedings against his own vessel? 

– does recordation of the lease charter provide the 
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 may have to be coordinated with (first) mortgagee bank 

(if applicable) 
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RECORDATION OF FINANCING CHARTERS 

Summary: 

 

Recordation of a lease charter  

 

 is logical consequence of the fact that lessor in fact is 

financier and lease charter a finance contract 

 is deemed to protect the lessor’s rights against the 

lessee in a similar way a mortgage protects the bank’s 

rights 

 is something one should have in mind when dealing 

with lease charters 

 

 



EXCURSUS 

Excursus: What about Cyprus? 

 could a lease charter be registered against the vessel? 

 could a lease charter be registered as a charge against 

the lessee? 

 if not, would it be a good idea to have something in 

place like the new Section 302A of the RMI Maritime 

Act?  
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Thank you! 

 


