
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Examiner’s Report May 2022  

Ship Sale & Purchase 
 

General Comments 
 
Some noticeable features from this exam session: 
 

- Candidates in some cases paid little attention to the actual terms of the questions but simply put down what they knew 
about the general area rather than adapting their knowledge intelligently to the questions; 

- Knowledge of Newbuildcon was again rather thin compared to knowledge of Saleform; 
- Some slippage in terms of maritime geography knowledge was evident; 
- Answers for the essay type questions were often too thin/brief  

 

Question 1.  

1. On delivery of a vessel: 

a) certain documents need to be notarised – identify which these are and explain the purpose of such notarisation. 

b) certain documents need to be issued by the seller’s flag state administration – identify which these are and explain 

their purpose. 

 A two-part question testing knowledge of clause 8 of NSF but going a little beyond the usual listing of documents.  

 Part A 

a) Bill of Sale  

b) POA  

 Notarisation serves two purposes – 1) to render documents recordable with the buyer’s ship registry and 2) to provide 

third party evidence of the identity and position/authority of signatories. Additional marks were available for candidates who 

mentioned that notarisation processes will differ from jurisdiction to jurisdiction and that notarisation may not be available in all 

jurisdictions. 

 Part B 

c) Transcript of Registry/Certificate of Freedom from Encumbrances   

Confirms ownership of vessel and absence of mortgages  
d) Certificate of Deletion  

Confirms that the vessel has been deleted from the register and no fees are outstanding  
e) CSR or Deletion CSR (in case of change of flag)  

A record of the ship’s history on the register  
A popular question though marks varied widely – in part (a) most candidates could identify the documents that need notarisation 

but were quite hazy as to what the purpose of notarisation was. Part (b) was, on the whole, better answered though there does 

seem a lack of understanding of what a CSR is. 

 

 

 

 



 

 
2. This question was testing both the knowledge of Article 16 of the MARPOL convention and the possible effects on 
the sale and purchase market.  
 
Many students were able to outline the regulations, i.e. 
 

- Burning of fuel with a sulphur content in excess of 0.5% is prohibited unless the sulphur is cleaned from the 
exhaust using scrubbers 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

Question 2. 

2. Shipbuilding contracts usually contain some form of Builder’s Guarantee clause – identify and explain the contents of this 

clause. 

 A question testing awareness of clause 35 of Newbuildcon (or similar provisions in other contract forms). Candidates 

should have shown awareness that: 

a) a builder’s guarantee is a type of a defect warranty  

b) the defect must be notified to the builder as soon as possible after discovery  

c) the defect must be notified with a defined “guarantee period” (usually 12 months)  

d) the builder shall then rectify the defect at its own expense at its own yard  

e) if it is not practical to repair at the builder’s own yard, the buyer may arrange repair elsewhere and seek 

reimbursement 

f) the builder may attend and inspect at the yard where the repairs are being conducted 

g) repairs and replacements made as part of builder repair may be themselves be guaranteed and subject to an 

additional guarantee period 

h) if the builder is in breach of defect rectification obligations, they may be required to pass over to the buyer 

warranties from their suppliers/sub-contractors 

 Additional marks were available for candidates who showed awareness that a builder’s guarantee is negotiable and may 

be granted for a longer period than 12 months in return for an uplift in the build price. 

Not a popular question and difficult to draw conclusions from the small sample of answers – there does however seem to be a 

tendency to just randomly put down anything known about newbuild contracts in the hope of scoring marks – e.g. a few 

candidates wasted a lot of time describing LD regimes which was outside the scope of the question. Even amongst those who 

correctly identified what the question was looking for there was a limited knowledge of the detail of builder’s guarantee terms. 

Question Five 

 

 

 

 

Question 3. 
 

3. Your client is looking to buy a secondhand vessel with bank finance. Write an advice to them explaining what will be the 

bank’s areas of concern on the purchase. 

  A general question testing knowledge of the role of finance banks in vessel acquisition.  Candidates should have discussed 

at least the following points: 

a. The vessel’s condition needs to be shown to be satisfactory – so Class and survey documents will need to be shared with 
the bank and potentially the bank may require their own separate survey;     

b. The vessel’s value will need to meet certain “loan-to-value” tests – so the bank will require at least a desktop valuation (for 
which the borrower will have to pay);     

c. Proposed insurance covers to be acceptable to the bank and assigned on completion:   
d. The vessel will need to be free of encumbrances on delivery – so the Transcript of Registry or Certificate of Freedom of 

Encumbrances will need to be disclosed to the bank (including, sometimes, the “non-clean” pre closing Transcript);       
e. A completion agenda may need to be agreed between the bank, any outgoing mortgagee, the seller and buyer to reassure 

the bank that completion can proceed smoothly and all attendant risks are suitably mitigated – these agenda are usually 
drafted by lawyers.      

  Additional marks were available at the examiner’s discretion for a detailed advice. 

Not at all a popular question and difficult to draw conclusions. On the whole candidates failed to focus on areas of concern re the 
purchase and tended to produce a general essay on ship finance issues. 



  

Question 4. 
 

4. The parties to a vessel sale have opted for drydocking on delivery rather than diver’s inspection. Using a Saleform  of 

your choice describe and explain the relevant provisions. 

 A question on Clause 6(b) and (c) of Saleform 2012 (or 6(a) and (c) of Saleform 1993). No marks were available for those 

detailing the alternative diver’s inspection provisions. Candidates should have shown detailed awareness of the following: 

- Drydocking to be at port of delivery  

- Inspection in drydock to follow Class rules 

- If underwater parts damaged so as to affect Class, seller to make good at their cost and pay drydock costs and Class 

fees 

- If underwater parts not so damaged, buyer to pay drydock costs and fees 

- Class may require tailshaft drawn or buyer may opt to require this 

- If tailshaft damaged so as to affect Class, seller to make good at their cost 

- Cost of drawing tailshaft for buyers unless Class require it or tailshaft damaged as above 

- Buyer’s reps to be allowed to be present at drydocking provided no interference 

- Buyer’s works (cleaning/painting) may take place in drydock provided no interference and no delay to delivery, and 

NOR can be tendered in drydock if such works are outstanding 

 Additional marks were available for a good clearly structured answer 

A popular question and answers, on the whole, were good – sometimes very good. A question that candidates had clearly 

prepared for. There was some confusion evident between the terms of clause 6(a) and (b) of Saleform 2012 but most candidates 

showed good knowledge and some also raised good practical points beyond the pure Saleform terms. 

  

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Question 5. 
 

5. Discuss and explain the role of a buyer’s chosen flag state maritime administration on the acquisition of a vessel 

 A general essay question testing candidates’ knowledge of ship registration requirements and procedures as they 

apply to buying a vessel. The question did not ask for a discussion of what the outgoing flag state administration may be 

required to do (e.g. vessel deletion) so no marks were available for that. 

 Candidates could have mentioned e.g.: 

- survey requirements (possibly subcontracted to Class) 

- eligibility to register of owning company 

- documentary registration requirements, e.g. notarised/apostilled bills of sale 

- mortgage registration    

- issuance of Transcripts and Certificates of Registration 

 Additional marks were available for other points raised as the above list not intended to be exclusive. 

A moderately popular question but not well answered – essentially because candidates failed to read the question and 

produced general discussions about the question of choice of flag when the question clearly states that the flag has been 

chosen. 

 

Question 6. 

6. Vessel sale and purchase contracts contain default provisions – using a Saleform of your choice, describe and 

explain these provisions as they relate to sellers’ default. 

 Candidates should have shown detailed awareness of Clause 14. 

  

- If sellers fail to give NOR or fail to deliver by cancelling date, buyers can cancel and Deposit is released to 

them plus interest  

- Buyers retain right to cancel if after NOR is given, vessel ceases to be ready for delivery by cancelling date 

- Failure to give NOR or deliver by cancelling date (due proven negligence) also entitles buyers to 

compensation for losses whether or not they cancel  

 Additional marks at examiner’s discretion for a clear description of the terms of this Clause.  

A very popular question – marks varied but were, on the whole, good with some very good answers. Most candidates 

evidenced a good understanding of seller’s default terms. Some went beyond the basic answer and effectively tied the 

default clause into other provisions of Saleform and showed how they worked together – which was good to see. 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Question 7. 

7. Your client wants to make an offer for a Handysize bulker on an outright basis. Draft a full terms offer for their 

approval.  

  
This question was testing the knowledge of a full terms offer including the correct terms and language used in such an 
offer.     
 
The following essential terms should have been drafted in clause form:   
1. Price    
2. deposit  
3. payment   
4. inspection declaration  
5. notices (time)   
6. delivery range/date and cancelling  
7. underwater inspection whether diving inspection or drydocking  
8. Spares, exclusions and bunkers/lubes  
9. Documentation  
10. Condition on delivery  
11. Law/jurisdiction/arbitration  
 
This was the bare minimum. Additional marks were to be awarded for clauses that recognised that the vessel in 
question was a bulker e.g. swept holds, infestation mitigation  

 

A moderately popular question and, on the whole, well answered – candidates showed again that they were well 

prepared for the ship offer type question and gratifyingly there were even a number of candidates showing awareness of 

the specific terms for vessel type. 

Question 8. 

8. Answer ALL parts of the question: 

a) Provide a detailed description of a Panamax container vessel as would appear on a typical secondhand sale and 

purchase circular stating size, dimensions, machinery and other significant equipment and features. 

b) Draw a profile and cross-section of the vessel. 

c) Label the dimensions and other significant parts of the vessel. 

d) On the world map provided show ONE typical liner route of the vessel marking 4 ports of call. 

 The usual ship-type question 

A moderately popular question though results were a little disappointing – most candidates were fine on vessel specifications 

and their vessel drawings were suitably detailed if often rather messy/un-ruled but some slippage was notable in the maritime 

geography awareness – often with key ports shown in the wrong country seaboard or significantly too far south or north. 

 

 


