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Singapore Bond
Restructuring
Scene

Several bond issuers are facing uncertainties
in meeting their coupon and principal
obligations and are seeking to restructure
their bonds through debt exchanges/
consent solicitations.

Most of these issuers, including Swiber,

AusGroup, Marco Polo Marine, Perisai
Petroleum Teknologi, Swissco Holdings,
KrisEnergy, and Rickmers Maritime, are

affected by the challenging operating
environment in the offshore & marine, and
shipping sectors.

In the shipping market, significant supply
and demand imbalance has driven charter
rates to historical lows. Ship owners with
open vessels exposed to this market
volatility are the worst hit as spot charter
revenue are inadequate to cover operating
costs. Rickmers Maritime is affected by
the downturn, reducing its debt capacity
in meeting obligations under its senior
loans and 8.45% notes due 2017. Rickmers
Maritime is seeking to restructure the notes
and issued a Consent Solicitation to its
noteholders on 18 October 2016.

MANY BONDHOLDERS CAUGHT OFF-GUARD

While  some market ~ commentators
recognized the downturn in these sectors
and the consequent impact on issuers'
ability to re-finance debt obligations, many
bondholders were caught off-guard.

As the minimum investment sum for
corporate bonds in Singapore is $$250,000,

"accredited"”
investors who are defined by the Securities
and Futures Act as individuals with net
personal assets exceeding S$2 million or
annual income exceeding $$300,000. While
"accredited" investors are presumably more
financially savvy, there are amongst them

these bonds are held by

many less experienced private banking
clients who have invested their life-time
savings in high-yield bonds. It also does not
help that some of the bonds were purchased
with a levered position, amplifying
bondholders' losses when issuers default.

The minimum investment of S$$250,000
also means that the trading liquidity of
the bonds is very low, preventing price
discovery, and more importantly, limits the
re-saleability of the bonds. This also means
that bondholders have large, concentrated
investments in a few issuers. Due to low
trading liquidity, any plan to restructure the
notes is likely to be met with high resistance
as many noteholders are holding on to their
original investments. This is a contrast to
the mature bond markets in Europe and the
United States where bonds are denominated
in much lower amounts (US$1,000 per bond
is typical in the US market). This bond sizing
promotes liquidity and allows investors
to have less concentrated, more prudent,
positions which, due to higher liquidity,
allows them to exit or increase their
positions depending on prices and market
conditions.

Further, a more mature bond market has,
in addition to individual investors, many

large institutional players like mutual
funds, pensions, insurance companies, etc.,
providing more liquidity and price signals.
These institutional investors represent
individual bond investors who opt to invest
in bonds not directly but via well-diversified
bond funds. This method of investing via
funds diversifies risk significantly and leaves
the management of bonds to professionals.
Without  such institutional support,
bondholders are themselves left to follow
the issuer's periodic financial disclosures
and industry conditions, which many are
not equipped to do so.

It also does not help that most of the
bonds are held through private banks via
their nominees, and issuers have little
knowledge of the ultimate beneficiaries
behind the nominees until an informal
meeting with bondholders is held. As with
other securities, bondholders' interests
vary, and it is a challenge in getting a large
majority of bondholders e.g. 75 percent of
the aggregate holdings to reach a common
ground.

VARYING OUTCOMES

While some notes restructuring efforts have
been successful, with AusGroup and Marco
Polo Marine being amongst the latest to
receive bondholders’ consent for their
respective restructuring plans, others have
been less successful. Perisai Petroleum
Teknologi's restructuring proposal was
rejected by bondholders while Swiber and
Swissco Holdings have filed for judicial
management following its lenders’ rejection
of its restructuring plan and its default of
an interest payment due to its bondholders.

The restructuring processes of other issuers
are underway. KrisEnergy has launched
the formal process to restructure its bonds
and is scheduled to convene its formal
bondholder’'s meeting on 9 December 2016.
It has since received an open letter from
a group of bondholders demanding for a
better deal.

For  Rickmers Maritime, its formal
noteholders’ meeting on 9 November 2016
was adjourned due to a lack of quorum,
and Rickmers Trust Management is engaging
noteholders in small group meetings to
address their concerns.
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CEO Message

Dear Investor,

Trading in Rickmers Maritime's units have
been suspended as the Trust is unable
to demonstrate that it can continue as a
going concern amidst uncertainties around
its obligations under existing debt. We are
doing our utmost to resolve this matter,
pursuing every avenue to preserve value for
stakeholders.

This
industry conditions have affected Rickmers

situation has arisen as adverse
Maritime's revenue, cash, and asset values.
As a result of the Trust's consequent muted
financial performance and reduced debt
capacity, two of its three cash silos are
almost depleted and it was unable to make

a SS4.26 million interest payment due in

Market Outlook

30 2016

The charter market remained depressed in
302016, particularly in the classic panamax
segment.

The average daily charter rate of 4,400 TEU
vessels dropped further to US$4,450 while
that of 3,500 TEU vsesels maintained at
US$5,500 in September 2016, according to
Clarkson Research Services.

The number of idle vessels rose in
302016, partly driven by the collapse
of Hanjin shipping in September 2016

mid-November 2016 to holders of its S$100
million 8.45% notes. An event of default
in relation to the notes has therefore
occurred, and due to cross default and/
or cross acceleration clauses contained in
its loan agreement with senior lenders,
the Trust is also in default under these
agreements.

We have been in discussions with the senior
lenders to obtain standstills and/or waivers
in respect of Rickmers Maritime's obligations
under existing senior loan facilities, and will
continue our efforts on this front. We are
also in the process of meeting noteholders
in small groups to discuss our restructuring
proposal in relation to the notes, as we seek
their approval to redeem S$60 million of the
notes with new units, extend the maturity
of the remaining S%40 million to November
2023, revise the interest payable on the
notes, and make other amendments to the
notes trust deed.

Unitholders have already approved our
proposal to issue new units to noteholders,
and we are thankful for your support.

Noteholders, meanwhile, may need

more time to evaluate our proposal. The

noteholders meeting convened on 9

November 2016 was adjourned due to the
lack of a quorum.

We are doing all we can to achieve a

successful restructuring and avoid a

liquidation scenario. Winding up is a last
resort if all else fails, and is not ideal.

and the continued redeliveries of the
non-operator owned vessels due to the
upsizing of the Panama Canal in June
2016. According to Alphaliner, 8% of the
global fleet of containerships above 100
TEU remained idle as at end-September
2016, an increase from 5% as at end-June
2016. The proportion of non-operator
owner vessels among idle capacity rose
from 72% in June to 81% in September
2016.

Onamore positive note, boxship recycling

We want Rickmers Maritime to continue
operating as a going concern and resume
trading of the units.

A successful restructuring would enable

Rickmers Maritime to obtain a new
amortising term loan facility of up to
US$260.2 million to refinance the majority
of the Trust's present outstanding debt

repayable in 2017 and 2018.

The new facility would extend the maturities
of a large part of Rickmers Maritime's secured
bank loans to the first quarter of 2021,
with a generally back-ended amortisation
schedule. Coupled with the US$97.7 million
of secured future revenue Rickmers Maritime
has as of 30 September 2016 until the expiry
of the last existing charter contract in 2019,
and ongoing cost-saving initiatives such as
the temporary laying-up up of vessels, the
new facility would put the Trust in a better
financial position to weather the ongoing
industry downturn.

We remained committed to creating a future
for the business and will continue to keep
you informed of the Trust's developments.

Thank you for your continued support.

Soeren Andersen
Chief Executive Officer
Rickmers Trust Management Pte. Ltd.

reached a record level of 442,520 TEU in
the first nine months of 2016, which
together with the slower deliveries of
new builds, helped to improve supply
side fundamentals. Nonetheless, the
charter market would require stronger
growth in demand before the market
can gain any real traction.

Global containertrade growthis projected
to reach 3.4% while containership
capacity growth is projected to expand
by 2.2% in full year 2016.
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Operations Update

Fleet Operations

Rickmers Maritime's fleet of containerships
posted lower utilisation rate of 85.3% in
302016, as compared to 99.9% in 3Q2015,
as a result of its exposure to the depressed
spot market.

In 302016, the fleet recognised 190.3 off-
hire days, including 188.5 idle days from
Maja Rickmers, Kaethe C. Rickmers, Laranna
Rickmers, Sabine Rickmers and Erwin
Rickmers. These five vessels have since been
decommissioned and put into cold lay-
up at Batu Pahat, Malaysia, in August and
September 2016.

Due to the ongoing depressed charter
market, the decommissioning of the vessels
will help to significantly reduce operating
costs, and preserve cash as current spot

Financial Performance

30 2016

FINANCIAL HIGHLIGHTS

In US$ million except otherwise stated

revenue are insufficient to cover operating
expenses.

0f the 11 other vessels, five are operating on
long-term contracts generating US$26,850 a
day per vessel while six are operating in the
spot market.
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Rickmers Maritime's fleet is 87.2% covered in
2016. Through existing charter agreements,
the Trust has US$97.7 million of secured
revenue between 30 September 2016 and
the expiry of the last charter contract in
2019.

Charter revenue

Cash flow from operating activities
Net (Loss) / Profit

Adjusted EBITDA

Distribution per unit (US cents)®

“Distribution suspended from 3Q2015 to conserve cash; NM: Not meaningful

Rickmers Maritime reported lower charter
revenue of US$15.6 million for 302016
and USS54.9 million for 9M2016, due to
reduced charter rates and lower vessel
utilisation rate amid adverse industry
conditions.

Vessel operating expenses increased by 4%
year-on-year (y-o-y) to US$10.0 million
in 302016 due mainly to higher bunker
consumption from vessel repositioning
between charters, off-hire, and increased
vessel idle time.

The Trustee-Manager proactively
monitors fleet operating costs and has
implemented cost saving initiatives in
202016 and decommissioned five vessels
in 302016, both of which are expected to
reduce vessel operating expenses going
forward.

15.61 27.36 (43%)
3.87 16.90 (77%)
(7.68) 8.99 NM
.56 17.01 (73%)
- - NM
The Trust recognised a non-cash

impairment of US$69.1 million in 3Q2016
as charter conditions continued to
deteriorate, contributing to a net loss of
USS74.7 million for 3Q2016 and US$131.7
million for gM2016.

The Trust repaid USS4.5 million of secured
bank loans in 302016 as compared to
US$12.8 million in 3Q2015, as a result of
ongoing waivers/standstill obtained from
its lenders while plans to refinance its
bank debt are under way.

In addition, the Trust is also working to
restructure its S$100 million notes due in
May 2017 via a Consent Solicitation Exercise
launched on 18 October 2016. The Noteholders'
meeting to approve the restructuring plan
was adjourned to a later date due to a lack of
quorum on 9 November 2016.

5L4.94 8L4.46 (35%)
21.32 52.81 (60%)
(131.65) 0.36 NM
22.30 53.32 (58%)
- 1.20 NM

The Trustee-Manager has failed to make
interest payment of S$4.26 million in
November 2016 which constituted an Event
of Default. RTM is currently in discussions
with its senior lenders to obtain
standstills and/or waivers in respect of its
obligations under the existing senior loan
facilities, as a result of cross default and/
or cross acceleration clauses in the loan
agreements.

The Trustee-Manager continues to be in
discussions with its senior lenders on
the new facility, which, at this stage, is
contingent on the successful restructuring
of the notes.

The Trust has a cash balance of US$21.7
million as at 30 September 2016.








