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By Mrs Mary Pothitos - Mr Anastasios Maraslis

‘Ukraine crisis and potential damaging effects on
ship owners'/ship operators’ finances'

The escalation of the Ukraine /
Russian crisis has highlighted
the challenges shipping compa-
nies are facing due to growing
geopolitical risks.

Black Sea is a key transit point
for agriculture products, metals
and energy and is expected that
the military action will disrupt
supply chains and their opera-
tions.

The US, EU, UK, Japan and Can-
ada have unveiled a range of
economic sanctions against
Russia. The sanctions so far,
have targeted different areas,
hitting specific financial institu-

tions, entities, several Russian
wealthy individuals and com-
modities.

Shipping companies, as a re-
sult, need to review carefully
their current contractual obli-
gations under charter parties,
supply and agency contracts
(including crew manning agree-
ments) and put into effect due
diligence procedures concern-
ing payment instructions which
may involve Russian banks (di-
rect or intermediate) or other
financial entities.

Potential damaging effects
shipping companies could en-
counter range from financial
penalties against company and
its directors, freezing of assets
and bank transfers, to the ar-
rest or detention of ships and
its cargo.

French authorities have de-
tained the Russian flagged car-
go ship ‘Baltic Leader’ on the
grounds that the ship “may be
related to Russian interests
subject to sanctions”, under im-
posed US sanctions on Russia.

MARASC® MARINE 1o

MARINE INSURANCE & RISK MANAGERS

“We're insuring the future”

The tension has resulted to the
suspension of commercial ship-
ping at the Ukraine ports, al-
though some Russian Black Sea
ports remain open.

There are certain Charter party
clauses that need careful con-
sideration i.e Trading Areas and
Sanctioned Countries clauses.

Trading within the ports, not
only of the countries involved
in the hostilities, but also in the
Black Sea region may present a
challenge, in the coming days.

Most charter parties include
sanction clauses.
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BIMCO has issued in 2020 Sanc-
tions Clauses for Time Charter
Parties and for Voyage Charter
Parties which provide, in the
case of time charter parties,
an express right of termination
and in the case of voyage char-
ter parties, cancellation rights.

Safe Berths / Safe Ports claus-
es. A port must be both physical
safe and political safe.

“A port will not be safe unless,
in the relevant period of time,
the particular ship can reach it,
use it and return from it with-
out, in the absence of some
abnormal occurrence, being ex-
posed to danger which cannot
be avoided by good navigation
and seamanship...” The Eastern
City [1958].

So far it has been reported
that two ships have been hit by
shells near Ukraine's ports.

Force Majeure clauses. Typical
force majeure events include
war risks but it will depend
on the wording of the relevant
force majeure clause.

War risk clauses. Most charter
parties include war risks claus-
es either in the standard form
or as rider clauses, whereby the
vessel shall not be obliged to
proceed or required to continue
to or through, any port, place,
area or zone, ...where it appears
that the vessel, cargo, crew or
other persons on board the
vessel, ...may be exposed to War
Risks whether such risk existed
at the time of entering into this
Charter Party or occurred there-
after. (BIMCO CONWARTIME and
VOYWAR War Risks Clauses)

Shipping companies must seek
legal advice and assistance of
their P&ls.

Lloyd's emerging risk report
2021, published in September
2021, and produced in partner-
ship with the Cambridge Centre
for Risk Studies, titled “Shift-
ing powers - Meeting the chal-
lenges of the geopolitical land-
scape” recognises that in just
the last decade, the geopolitical
risk landscape has undergone
something of a paradigm shift.

The Western-dominant, Amer-
ican-led, liberally fiscal, status
quo that defined the political
world and economic growth for
much of the second half of the
20th century no longer feels like
a realistic barometer for how
future events — wars, riots, elec-
tions, treaties — will play out on
the global stage.

Who can doubt that, with the
last days’ events taking place in
Ukraine?

Russia's invasion of Ukraine has
shocked and stunned the world.

The report further states that
in the short term, geopolitics
is set to become more idiosyn-
cratic and unpredictable, with
raised tensions destabilising
societies and flowing through
to international business and
markets. Geopolitical risks can
quickly cascade and negatively
impact a shipping company'’s fi-
nances.

Exploring the insurance market
for products that would mini-
mize the financial risks related
to geopolitical uncertainty can
proactively manage same and
safeguard a company’s future
income.

Such products are provided
and marketed, last thirty years
by Marasco Marine Ltd, as Cash
Flow Earnings Insurance (CFEI),
insuring the future of a Ship
Owner/Ship Manager and, or
Ship Operator, at times when is
mostly needed.
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