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SHIPOWNER GEORGE ECONOMOU has increased his tally of
shipping centre index liquefied natural gas carrier orders to seven following the exercise of
three options held at Korean yards Hyundai Heavy and Samsung.

Hong Kong overtakes London in

IRClass starts issuing electronic

certificates The move comes as the Greek owner’s Nasdaq-listed shipping company
e s e g DryShlps disclosed it h:as struck a deal to sell 1t§ fou_r very large gas
chair carriers that were acquired from Mr Economou’s private empire just

last year, prior to delivery.

Netherlands investigating EU-West

Africa fuel trade According to DryShips, which is majority-owned by Mr Economou, the
VLGC deal is subject to charterers’ consent. It added, pointedly, that
consent was “not to be unreasonably withheld”.

The first two 78,700 cu m vessels, both delivered last year, are
chartered for a minimum of five years at a gross rate of $30,000 per
day to Shell International Trading and Shipping.

Meanwhile, the 2017-built Mont Fort and 2018-built Mont Gelé are
chartered for 10 years to Clearlake earning $28,833 per day.

DryShips said that the buyer is an unaffiliated party. While the identity
of the buyer is unknown, Lloyd’s List’s enquiries suggest that it is not
one of the major VLGC owners currently involved in merger and
acquisition plays.

In June, DryShips ditched a plan to spin off its gas shipping stake
under the name Gas Ships with the intent to combine the VLGC
quartet with new acquisitions, likely including future LNG carrier
dropdowns from the group’s privately held fleet.
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The reason appears to have been lukewarm
investor reaction to the idea of combining LNG and
liquefied petroleum gas tonnage under the one
roof. All three newly firmed up LNG carrier orders
are believed to be without prior charter coverage.

TMS Cardiff Gas, the manager for the group’s gas
vessels, has exercised one of its three options at
Samsung. It placed its first firm LNG order at the
yard earlier this year for a 174,000 cu m vessel.

Two further LNG carriers have been ordered at
Hyundai. Prior to this, HHI had been contracted to
build one 174,000 cu m carrier for TMS Cardiff
Gas for charter to Total, and two vessels of 180,000
cu m for charter to Cheniere Energy.

It is believed that the group may still have one
option remaining at HHI.

The seven newbuildings are set to join the group’s
current five LNG carriers in the water.

While the Gas Carriers spin-off was shelved, the
group is unlikely to have ruled out a separate LNG
carrier vehicle or indeed adding the vessels to
DryShips.

For the moment, though, DryShips looks like
returning to a more conventional bulker and
tanker company, and one that seems to be
gathering cash.

In addition to disclosing the agreement to sell the
VLGC quartet, DryShips on Tuesday also reported
deals to sell its two oldest panamaxes. The 18-year-
old vessels are due to be delivered to unaffiliated
buyers during the present quarter.

WHAT TO WATCH

Is Alang on the cusp of transformation?

A DECADE ago, the ship recycling industry adopted
the Hong Kong Convention for the Safe and
Environmentally Sound Recycling of Ships. But the
regulation has yet to be ratified.

There are efforts by Asian countries — most notably
India and Japan — to bring their yards up to an
acceptable level of compliance. But have there really
been any improvements?

Ship recycling in Alang, India, has been of grave
concern to environmentalists, who claim caution is
deprecated and businesses prioritise productivity
before safety, potentially risking the health of
thousands of workers and causing pollution.

Safety standards in Alang — the biggest scrapyard in
the world — were thrust into the spotlight last year,
following reports of two major fires at its yards.

According to the NGO Shipbreaking Platform — a
coalition of environmental, human rights and labour
organisations part-funded by the European Union

— which has been vociferous in opposing the
beaching method used in Alang due to the risks
involved, the two incidents cost the lives of eight
workers. These claims have still to be verified.

The Gujarat Maritime Board confirmed at least two
fatalities.

In its 2017 annual report The NGO Shipbreaking
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platform also highlighted the alarmingly poor
labour and living conditions for workers, as well as
the poor environmental protection standards in
Alang. However, it has not visited the yards for
several years.

A few years ago, Alang was openly hostile towards
the HKC. But attitudes are changing. At the
beginning of 2018, around 61 yards of the 120
located in Alang were operating under the guidelines
of the HKC, having acquired statements of
compliance from classification societies such as
Class NK, Rina and IR Class.

A trip to the yards in Alang — a small town in the
Gulf of Cambay, on the west coast of India — shows
all the compliant yards have transformed standard
operating practices.

These yards have improved infrastructure through
the introduction of impervious flooring for
secondary and tertiary cutting, as well as new
cranes, storm water drainage and waste collection
systems.

In addition, safe-for-entry, safe-for-hot work,
confined-entry, working-at height and other safety
procedures and environmental measures are in
place.

The HKC, drafted in 2009, centres around safety
during the ship recycling process. The treaty dictates
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specific guidelines for vessel construction operation
and preparation, among others, as well as guidelines
for ship recycling operations.

To be enforced, the treaty needs ratification from at
least 15 member states, representing a minimum of
40% of the global merchant fleet by annual gross
tonnage, while the combined annual ship recycling
volume over the past decade must be at least 3% of
the gross tonnage of the ratified countries’ merchant
fleet.

India is close to ratifying the convention. A draft bill
has been put before the country’s parliament and
consultations with stakeholders have been taking
place since December last year.

Class NK consulting services manager Michihiko
Takahashmi, who has been assessing and consulting
for yard compliance in Alang, said there were
several ship recycling facilities in India that had
developed their infrastructure and procedures.
“Many yard owners are making investments to
upgrade the standards of their recycling facilities,”
he asserted.

“There is a great chance that both India and Japan
will comply with the HKC by the end of this year.”

The Japanese classification society has issued a
statement of compliance to 15 yards in Alang and is
in the process of certifying another five.

Leela Group chairman Komalkant Sharma claims
more than 60% of the yards in India are now
following the HKC, as 61 yards already have
certificates of compliance, while 23 yards are in the
process of doing so.

Leela Group represents three shipbreaking yards in
Alang: Leela Ship Recycling, Leela Green Ship
Recycling and Sarvag Shipping Services.

At the same time, competition has increased for the

cash buyers. Mr Sharma said there used to be only
four players in the industry, but this number has
risen to 17 in recent years.

The increased competition has brought
consciousness to yard standards which can be
attributed to the investments made by owners to
upgrade infrastructure levels, according to Mr
Sharma.

The cost to yards of upgrading a typical scrapping
plot, though, remains a barrier for some.
Infrastructure works typically cost between
$250,000 -$500,000, depending on the size of the
designated area, plus classification society
consultancy fees of $20,000-$50,000.

Rajesh Arya, a fourth-generation ship breaker and
owner of the Shubh Arya Steel yard, believes better
risk returns on these investments would see more
yards in Alang certified to HKC standards. He calls
for more tangible rewards for yard owners who
maintain better safety regulations, or tax incentives
by the government.

In 2013, the Gujarat Maritime Board implemented
its Ship Breaking Code, which streamlined ship
breaking procedures in Alang.

India signed an agreement with the Japan
International Co-operation Agency in 2017 on a
$76m loan to upgrade Alang- Sosiya yards.

The renovation project will cost $111m, comprising
the loan from JICA and $25m from the Gujarat
government.

The remaining $10m will be jointly financed by the
Gujarat government, as well as the Ministry of
Shipping.

Gujarat Maritime Board will oversee putting the
upgrade project into effect, with a completion date
scheduled for 2022.

Can Alang change its ways?

DRIVING roughly an hour to the west of
Bhavnagar — the sprawling industrial centre where
most of India’s ship scrapping offices are located

— you come upon the sunbaked road leading to
Alang.

The journey through the dusty villages and fields

ends at a huge gate welcoming you to Alang-Sosiya
recycling yards.
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Once you enter the area, the entire landscape
changes. As far as the eye can see in either
direction along the beach, there are hulking hulls of
ships of all sizes — some towering high, waiting to
meet their fate, while others are superstructures
cut into different pieces.

Ship breaking in Alang began in 1983, using tidal
motion combined with geographical and coastal
conditions for berthing.
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Over the past 35 years, Alang’s yards have scrapped
approximately 6,500 ships at an average of around
185 ships per year, according to Gujarat Maritime
board.

Activities are conducted primarily in four zones:
ship cabins and interior, inter-tidal, and the
primary and secondary zones.

The intertidal zone is the damp area between the
high and low tide lines

Vessels are routinely beached during high tide and
then dismantled systematically, slice by slice.

The sections are cut away and separated from the
ship in the intertidal zone during low tide.

Previously the majority of these tasks were
performed on bare earth, contaminating the
coastal soil and sea water environment through the
discharge of ozone-depleting substances, oil
spillage, floatable grease balls, metal rust and
various other disposable refuse materials.

But the picture looks quite different today. The
yards that are Hong Kong Convention-compliant
and those in the process of gaining compliance
have cemented the primary and secondary cutting
zones, using a geomembrane liner so the oil does
not seep into the sand or ocean.

Steam jets are used for cleaning, while proper
drainage systems have been installed and the
handling of hazardous materials has improved
drastically.

Specialised workers also clean up the different
segments and methodically separate waste, packing
items for recycling and storing them in designated
temporary storage areas rooms.

The major yard owners now have a backyard where
cleaned slices are moved using cranes and the
workers — geared up with personal protective
equipment and gas masks — torch the blocks on an
impervious floor.

“Most of the yards nowadays work and manage
each recycling project according to a tailored ship
specific recycling plan for a safe and
environmentally friendly dismantling,” Leela Green
Ship Recycling director Vishaal Raj Soni told
Lloyd’s List on a visit to Alang.
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Mr Soni, who spent 12 years in the construction
industry in India before joining the ship recycling
sector, praised the level of emergency training for
shipyard workers in Alang.

Yard owners also analyse sea water, soil and air
samples periodically as a requirement under the
HKC, he said.

The reports are monitored and also shared with the
shipowners whose vessels are being scrapped. The
yards also practise downstream waste
management, Mr Soni said.

The collected asbestos and asbestos-containing
materials from the ships are safely disposed at the
common hazardous waste treatment storage
disposal facility operated by Gujarat Environment
Protection and Infrastructure via a “solidification
and stabilisation” process.

Glass wool disposal cells are made at the facility,
with double-layered geo membrane liners
preventing seepage of any liquid waste to the
subsoil.

A leachate collection and treatment facility is
available, in addition to an incinerator and water
treatment facility.

There is also mandatory 12-day training for
workers to get a licence to operate in any scrapyard
in Alang, said 29-year-old Vipul Dhabi, a worker in
Sarvag Shipping Services whose father was also in
the same profession.

“It is difficult to work with gloves and boots under
the blistering heat... my father never did that,” he
said. “But now, there is a continuous push by the
safety officers in the yard to wear the safety
equipment, even if we are not doing any hazardous
work,” he added.

Under its flagship Sagarmala programme, the
Indian government provided $1.5m in funding for
occupational health and safety training in Alang in
2016-2017.

The programme has provided basic health and

safety training to 4,036 workers since February
2017.
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Hapag-Lloyd reiterates merger denial

HAPAG-Lloyd chief executive Rolf Habben Jansen
has told shareholders at the company’s annual
general meeting that there are no talks at all
regarding a merger between CMA CGM and the
German carrier, and that media reports about the
merger talks are totally wrong.

Reuters reported on Monday that CMA CGM had
approached key Hapag-Lloyd shareholders about a
possible merger of the third and fifth-largest
container carriers.

CMA CGM has declined to comment and Hapag-
Lloyd has denied the reports.

Shareholders, including CSAV, the Kuehne group
and the city of Hamburg have also declined to
comment on the speculation.

Mr Habben Jansen was speaking as shareholders
approved a dividend payment of €0.57 per share and
accepted the company’s annual report.

“Our fast and successful merger with the United
Arab Shipping Company has significantly
strengthened our competitive position,” Mr Habben
Jansen said.

“We achieved good results for the past financial year
and have made a solid start to the first quarter of
2018. Our shareholders have kept their faith in us
and supported us during the difficult times as well. I
am delighted that we can pay a dividend for the past
financial year.”

But he added that the market environment
remained challenging, particularly in terms of
operating costs.

“We will secure our competitiveness in the short
term through accelerated cost management and
greater efficiency,” Mr Habben Jansen said.

“In the medium term, we will further advance
digitalisation efforts at Hapag-Lloyd and continue to
strengthen our position as a quality service provider.
We must also respond with increasing agility to a
dynamic environment and geopolitical
developments.

“Stricter limits on sulphur in fuel from 2020
onwards will pose a major challenge for the
shipping industry, as we will have to
simultaneously use new technologies and fuels
which are currently only being trialled or are not
sufficiently available.”

Shareholders also approved the proposal of the
supervisory board to elect Turqi Abdulrahman
Alnowaiser to the supervisory board as a
shareholder representative.

Mr Alnowaiser is head of international investments
at the Public Investment Fund of the Kingdom of
Saudi Arabia and succeeds Nabeel Al-Amudi,

who resigned from office as a member of the
supervisory board in late November 2017 following
his appointment as Transport Minister for Saudi
Arabia.

Quarterly Outlook: Regulation

REGULATION is notoriously slow to craft, often
cumbersome to follow and complicated to
implement.

The latter two points are today a fitting description
for the 2020 sulphur cap, which is the single
biggest, if not the only priority, for the maritime
industry.

Consistently expressed and almost identical fears
deeply ingrained in the collective psyche of
shipowners will not cease and may continue to
manifest well into 2020.

The highly-publicised dilemma between low-sulphur

fuel oil and scrubbers will continue to vex owner for
some time to come and the anticipated high price of
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the fuels will certainly sting.

While the flurry of new rules has drawn the ire of
shipowners, who rarely miss an opportunity to
remind they are mere carriers of the seas, the
discussion should have by now matured beyond the
point of debate that was arguably suited for before
the decision.

That they have not is far from just the owners’
fault.

The International Maritime Organization will flesh
out during a meeting in July a set of technical
guidelines to deal with issues such as reporting
non-availability of compliant fuel and the safety
implications of compliant fuels.
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These will not only provide clarity on some pressing
concerns, but will also offer insight as to the kind of
issues they expect to be encountered.

Do not expect, however, the global maritime
regulator to assuage those fretting about fuel
availability, prices and even enforcement, all of
which top the list with the owners’ main concerns.

With its insistence that there is no delaying the
sulphur cap, the IMO is not only asserting its
authority, it is also indirectly signalling that it has
played its most important role in this part.

And that is in fact true; guidelines will certainly
help but they will not change the fundamental
dynamics.

This is a poignant reminder that the maritime
industry is not confined to those who own and run
the ships — or to the IMO.

In the sulphur cap implementation, the IMO has
little to give and must depend on the behaviour of
other independent stakeholders for success.

The IMO does not control the ports. The IMO
does not control enforcement. And none of this is
news.

What is incumbent now for stakeholders is to come
together. Leading companies will have certainly
done so, communicating with the oil majors about
fuel availability.

Shipowners want a level playing field, which by all
accounts is a request that should be welcomed by all.

The burden falls on governments to ensure that this
in fact happens.

Penalising violators

Time is running short for ports to unveil how they
are planning on penalising violators. This is second
to the existence of compliant fuels in importance of
the success of the cap.

Flag states need to get in on this conversation as well
and give more insight on how they are planning on
enforcing the law on their vessels.

Without these key authorities stepping up in the

run-up to 2020 the deployment and compliant fuels
may not mean all that much.
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But if the pendulum swings towards everyone else
for the sulphur cap, the IMO is far from off the hook
in 2018.

Autumn meetings on the greenhouse gas
reduction strategy adopted in April will begin
assessing potential short-term measures that
could set the industry on course to slash its annual
greenhouse gas emissions by at least 50% by 2050
and reduce carbon intensity by 40% by 2030
compared to 2008.

IMO member states and organisations will be
compiling suggestions on these short-term
measures, laying the foundation for renewed
political friction as the role of developing countries
will have to come into question.

The year 2050 does not sound like a date that
owners should be worried about, especially when
placed alongside 2020.

But the reality is they should. This is a unique
opportunity to avoid the sulphur cap predicament,
namely an uncertain market and enforcement
regime, and to jump ahead of the curve- not to
mention collect valuable political capital for
shipping.

In perhaps more pressing jurisdictional issues, the
IMO still has much to campaign for.

Facing the regionalist threat of the EU Ship
Recycling Regulation, defined by a list of EU-
approved shipyards where EU-flagged vessels will
have to be scrapped beginning in 2019, the IMO has
repeatedly called for the ratification of the Hong
Kong Convention.

The remainder of this year may see a rejuvenated
push with major countries such as Japan, India and
Turkey on the brink of ratifying and the shipping
industry stressing the importance of governments to
ratify the treaty and bring it into force.

Focus, however, is still lingering on the EU SRR as
the European Commission has yet to unveil the
non-EU yards that it believes are fit to be on its list
of certified facilities. Thus far, 26 have applied
including 12 from India, eight from Turkey, four
from China two from the US.

Conspicuously absent are applications from
Bangladesh and Pakistan.
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OPINION

Who would buy LBCT?

COSCO’s efforts to acquire Orient Overseas
Container Lines have been boosted by the
determination by the Committee on Foreign
Investment in the United States that there are no
“unresolved national security issues” regarding its
offer to take over the Hong Kong-based carrier, after
the parties agreed on the sale of the state-of-the-art
container terminal in Long Beach, writes James
Baker.

Cosco and OOCL have agreed a national security
agreement with the US Department of Homeland
Security and Justice to sell all entities that directly
or indirectly operate the Long Beach Container
Terminal business to an unrelated third party.

Pending the sale, the ownership of the LBCT
operators would be transferred to a US trust, under
which OOCL is the beneficiary and of which the
principal trustee will not be a shareholder of OOCL.

But the question now turns to who would buy LBCT.
Despite being the most technically advanced
terminal in Long Beach, it may prove to be
something of a white elephant.

OOCL signed a 40-year concession agreement to
develop Long Beach’s Middle Harbor site in 2012.
The facility is due to be fully completed in 2019
when annual capacity will total about 3m teu.

“It will be the most modern terminal in Long Beach
when it is fully built out,” Mercator International
partner Steven Rothberg told Lloyd’s List. “It will
have a capacity only a few others will have.”

But there are challenges facing the sale of LBCT.

Firstly, it is one of 13 in the combined Los Angeles/
Long Beach complex in San Pedro Bay. Most of the
alliances formed in 2016-2017 have now made
long-term terminal agreements prioritising their
own alliance members’ facilities leaving very dim
prospects for any strategic player to acquire this
facility backed by an anchor tenant.

Cosco itself has access to two other terminals, so
does not necessarily need LBCT.

With the threat of a trade war likely to dampen
interest, and the growing volumes moving to ports
on the east coast of the US, any buyer would have to
take a long-term view, which usually excludes
financial investors.

Trade investors could take an interest, but
companies such as SSA and Ports America already
have interests in southern California, and companies
such as PSA, DP World and China Merchants could
face the same national security vetting as Cosco.

But there are some potential buyers. Pension and
infrastructure funds, keen to take the long-term,
regular dividends that terminals provide, are likely
candidates, Mr Rothberg said. There could even be a
collaboration between two or more buyers to acquire
the terminal.

And do not write off the Yildirim Group, which has
been actively investing and has said it wants a bigger
presence in the US.

Valuing a terminal that may have no anchor tenant
will be a difficult task. So too may be finding
someone to put in a viable bid.

ANALYSIS

Baltic Exchange publishes LNG index

as rally slows

THE Baltic Exchange has started to publish its

assessment of the spot charter rates of liquefied
natural gas tankers, whose earnings are easing
from its counter seasonal peak.

In the first publication of Baltic Liquefied Natural
Gas Index on a public trial basis, the London-
based institution said spot charter rates for a
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tri-fuel diesel electric propulsion, 160,000 cu m
ship stood at $67,485 per day for a Gladstone-
Tokyo round voyage, down $3,954 from a week
ago.

The prototype ship, which has a maximum age of
20 years, runs at an average of 17 knots and has a
0.1% boil off rate.
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The BLNG index will be published on a weekly
basis every Tuesday.

The Baltic Exchange, whose freight assessments
of dry bulk and oil tanker markets are widely
referenced in the shipping industry, is making the
foray into LNG shipping as rising US exports and
rapid expansion of consumption across the globe
boosts seaborne transport requirements.

The panel of brokers that assesses BLNG is
composed of Affinity, Braemar ACM, Clarksons
and Simpson Spence Young.

The Baltic Exchange’s first assessment was close to
what others reported. Morgan Stanley assessed
the daily rate of an LNG tanker in the Asia-Pacific
trade at $65,000 on Monday.

The LNG shipping market has been experiencing a

of strong northeast Asian cargo price.

In general, LNG shipping rates tend to peak in
winter, when heating demand pushes up gas price,
so the latest rally has surprised many industry
participants.

Clarksons assessed spot rates at $87,000 per day
on a global basis on June 22, the highest since
January 2014. The rates fell to $78,000 per day
last Friday, still a higher level.

The downwards correction came as the East
Asia-US Gulf arbitrage window narrowed, JP
Morgan said in a note, although overall market
sentiment remained strong.

“Chartering discussions were quieter but prompt
tonnage remains near low levels,” Wells Fargo said
in a note. “The rates have jumped earlier than

counter seasonal spike since mid-June, when

expected.”

charterers rushed to fix vessels to take advantage

IN OTHER NEWS

Cexim to finance Navibulgar
newbuildings

THE Export-lImport Bank of China
has signed a $94m financing
agreement to fund six 45,000 dwt
dry bulkers ordered by Bulgarian
shipowner Navigation Maritime
Bulgare.

These vessels, worth $130m in
total, were being built in China,
according to a release by the
lender.

Navibulgar has half a dozen
45,000 dwt bulk carriers
contracted with China's
Yangzijiang Shipbuilding in the
second half of 2017, according to
Lloyd's List Intelligence. The first
ship is scheduled for delivery in
mid-2019.

Hong Kong overtakes London in
shipping centre index

HONG Kong has edged ahead of
London by becoming the runner-
up in the newest world shipping
centre league table composed by
the Baltic Exchange and China
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Economic Information Service, a
subsidiary of state news agency
Xinhua.

Hong Kong scored 86.11 points
out of 100, trailing only
Singapore's 97.57 points, while
London won 83.85 points,
according to the 2018 Xinhua-
Baltic International Shipping
Centre Development Index
Report.

Commenting on the promotion,
the report said: “Thanks to
strategic opportunities brought
about by the Belt and Road
initiative and Guangdong-Hong
Kong-Macau Greater Bay

Area, [Hong Kong] overtook
London — for the first time in five
years — to take the second
place.”

IRClass starts issuing electronic
certificates

THE Indian Register of Shipping
has started issuing electronic
certificates for all its classed
vessels.

The e-certificates are in
accordance with International
Maritime Organization guidelines
and available on the IRClass
website through a secure
platform.

The e-certificates incorporate a
digital signature and a unique
tracking number for online
verification purposes. It will allow
users to determine the validity of
the certificates by ensuring that
they have not been falsified or
tampered with.

Moffat relinquishes Maritime UK chair
MARITIME UK chairman-elect
Andrew Moffat has relinquished
his leadership of the industry
lobby group role following his
announced departure from Port
of Tyne.

Mr Moffat announced in June
that he would step down as chief
executive of the trust port after
10 years.
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That move led him to losing the
Maritime UK job. Maritime UK
requires its sitting chairman to
hold a senior positionin a
commercial organisation.
Lloyd's List has approached Mr
Moffat for comment.

Netherlands investigating EU-West
Africa fuel trade

DUTCH authorities are
investigating traders and supply

chains after concluding that
bunker heavy fuel oil and diesel
and gasoline exported to West
Africa violated waste and

chemical substance regulations.

The country's Human
Environment and Transport
Inspectorate (ILT) found that
some exporters trading with
Africa do not properly report the
contents of the blends or the

environmental and human risks
they carry.

While the ILT report does not
identify offenders, it revealed that
national authorities are currently
investigating cases of potential
violations of European Union
waste and chemical substance
laws in the case of heavy fuel oil
bunkers.

For classified notices please view the next page.
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