
Annex IV

OUTLINE OF MARITIME CREDIT CORPORATION IN JAPAN

The Maritime Credit Corporation (MCC) in Japan is a financial institution exclusively
engaged in financing shipbuilding and ship conversion of coastal vessels. Fully capitalized by
the government, the MCC was established as a special corporation. Its loans are extended in
respect of domestic cargo and passenger ships.

In its financing arrangements for shipbuilding, the MCC applies a co-ownership scheme
sharing the ownership of financed vessels with shipowners. Under this scheme, the MCC and
shipowners jointly order ships by utilizing long-term, low-interest loan funds made available bythe 

government's fiscal loan-investment programme and other sources, and they also jointly
supervise construction work on the ships.

When the ships are completed, the MCC lets the co-shipowners use and control the
vessels, and receives monthly rent for its portion from the co-shipowners. The portion of the ship
owned by the MCC, namely its holding, is to be eventually purchased by the shipowner at theresidual 

book price at the end of the co-ownership period.

The main terms and conditions for loans by the MCC as of 30 September 1996 are as

follows:

Ship size:(a) Coastal ships of 100 gross tons or length of30 metres and over,
and less than 16,000 gross tons

(b) Maximum holding
ofMCC:

80 per cent70 
per cent

General cargo ship
Car carrier, double-bottomed tanker
Tanker, cement carrier, special tanker,
earth and stone carriers, waste carrier
(Further 10 per cent will be added tomodernized 

ships with exceptionof 
general cargo ships)

60 per cent

(c) Interest rate: Annual 3.5 per cent

(d) Grace period: One year in principle, but maximum two years for passenger
ships and 3 years for cargo ships in special cases

(e) Rent for MCC:

portion
The amount equivalent to the interest on the MCC holding forthe 

grace period after completion, and following that period the
amount equivalent to the equal depreciation of the MCC holdingplus 

the interest on the non-depreciated holding of the MCC.

(f)Co-ownership:period

7 to 15 years
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The above mentioned loan based on the co-ownership scheme has the followingadvantages 
for shipowners:

(i) Since the MCC's loans are financed by government treasury and other public
funds, their interest rate is generally lower than that of commercial banks;

Because long repayment periods for the MCC loans are set based on the period
of depreciation of ships fixed by law, and a maximum grace period of three years
is granted, it is relatively easy for shipowners to pay back the loan;

Unlike loans from commercial financial institutions, no collateral is necessary forthe 
MCC-owned holding in the ship. .

In the 37 years since the MCC inaugurated its services for shipbuilding loans under the
co-ownership scheme in 1959 fiscal year, it invested 337 billion yen (about 3 billion u.s. dollars)
for the construction of passenger ships totalling 870 ships with an aggregate tonnage of 710thousand 

gross tons, and 798 billion yen (about 7.3 U.S. billion dollars) for cargo ships totallin~
2,497 ships with 2,530 thousand tons.

In the five-years period from 1990 to 1994, the gross tonnage of domestic passenger ships
constructed under the MCC co-ownership scheme accounted for 74 per cent, and cargo ships 56
per cent of the country's total domestic ship construction. This indicates the important role of the
MCC in financing shipbuilding of domestic vessels. .

Furthemlore, 

the MCC provides the following services:

(a) Consultancy services for technical aspects of ships;

Loan 

services for funds required in converting hull and equipment, as well asfunds 
for installing facilities for preventing marine pollution;

(c) Guarantee on loans for domestic shipowners which are not covered by collateral;

Provision of operating capital to co-shipowners;

Research and development studies for the modernization of domestic vessels.
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