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ExxonMobil sees role of LNG 
bunkering in multi-fuel future

DESPITE CHALLENGES IN developing bunkering infrastructure, 
ExxonMobil has forecast the rapid growth of liquefied natural gas as a 
marine fuel in the coming decades.

With an increasing number of shipping players showing interest in 
using the super-chilled fuel, the world’s largest listed energy firm by 
market capitalisation expects to LNG to comprise up to 10% of global 
bunker mix by 2040.

“This is clearly from a very low base,” ExxonMobil’s marine fuels 
venture manager Luca Volta admitted when speaking to Lloyd’s List. 
“In 2020 there would be 2%-3% of LNG as bunker fuel. Then this will 
be growing steadily, then very fast towards 2040.”

The main driver for the usage of LNG as bunker fuel has been the 
International Maritime Organization’s new bunker rules, which require 
vessels to consume 0.5% sulphur fuel or LNG, or install scrubbers on 
board if they want to keep using high-sulphur fuel oil.

LNG as marine fuel emits lower SOx, NOx and carbon dioxide when 
compared with other fossil fuels, resulting in less air pollution. But the 
lack of bunkering facilities and supply chain has long been curbing the 
expansion of the LNG-fuelled fleet.

When LNG carriers — which can fuel on the LNG they carry on board 
via the boil-off process — are not taken into account, there are only 
some 250 LNG-fuelled vessels in operation or on order, Mr Volta 
estimated. As there are 55,000 vessels in the deepsea fleet, “you can 
quickly realise how small that percentage is”, he added.

Other industry estimates showed similar results. There were 257 
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LNG-fuelled ships as of early June when those on 
order were included, while another 111 were 
designed to be fitted with LNG propulsion systems 
through simple retrofitting, according to DNV GL.

“Infrastructure and logistics [for LNG bunkering] 
are developing, but not as mature as conventional 
fuel,” Mr Volta said.

Data from DNV GL showed only 67 LNG supply 
stations were in operation as of early June, while 
another 26 were under construction and 38 being 
proposed. More than 50% of them were in Europe, 
where Brussels has been subsidising LNG bunkering 
facilities.

It has been relatively easy for liners, such as 
containerships and cruiseships, to gain access to 
LNG bunkering because they tend to sail between 
set points. For tramp trades such as tankers and 
bulkers, whose trading routes are more diverse, 
obtaining regular access to LNG remains difficult in 
most occasions.

To solve this issue, the development of more 
reloading berths with large LNG storage facilities 
would be needed, said Mr Volta. Moreover, there are 
needs for more smaller storage facilities where 
breakbulk operations can be carried out, he added.

“We should also see more deployment of LNG 
bunkering vessels. I’ll call them gas supply vessels, 
as they are almost like mini LNG carriers,” Mr Volta 
said.

What can trigger such developments? In the words 
of Mr Volta, “like-minded” industry participants 

need to work together to “balance commercial risks 
and rewards” for the short and long runs and 
“understand technologies and innovations to 
overcome hurdles”.

For the US major itself, ExxonMobil has joined 
hands with Pavilion Energy in Singapore, Babcock 
International and Bernhard Schulte 
Shipmanagement in the North Sea, and Eagle LNG 
ad Crowley in North America to develop LNG 
bunkering in recent years.

“Those opportunities are broad in scope and 
geography. We need to time to develop 
appropriately from commercial and safety points,” 
Mr Volta said.

With LNG bunkering still at its infant stage, Mr 
Volta said he would welcome more participants in 
enhancing this bunker solution. The remarks were 
made after Pavilion signed a separate agreement 
with Total on developing LNG bunker supply chain 
in Singapore.

“We welcome co-operation… exclusivity is a concept 
for the future, not for this point in time,” said Mr 
Volta, when commenting about recent 
announcements from Pavilion.

Eventually, ExxonMobil envisages a multi-fuel, 
multi-solution future for the post-2020 bunker 
scene. With better logistics infrastructure, LNG 
bunkering could become more economical for vessel 
operators.

“Any compliant solution needs to be cost 
competitive,” Mr Volta said.

Angelicoussis splits scrubber orders as fleet 
retrofit begins
THE Angelicoussis Shipping Group has placed the 
first orders in a retrofit scrubber programme that 
could eventually cover about 75 vessels.

Greece’s largest shipowner, which owns separately-
managed fleets of large tankers, large dry bulk 
carriers and liquefied natural gas carriers, is using 
three different scrubber suppliers.

To date, the owner has placed retrofit orders for 
about 10 scrubbers from VDL Groep of the 
Netherlands and for another 15 from German 
manufacturer Bilfinger.

It is understood that all the scrubbers are of the 
open loop type. The scrubbers are destined to be 
fitted on units from both the tanker and dry bulk 
fleets, starting with a couple of capesize bulkers in 
September.

Altogether the group currently owns 48 tankers 
on the water, including 34 very large crude 
carriers,12 suezmaxes and two aframaxes. Its 
Maran Tankers division also has seven VLCC 
newbuildings on order for bareboat charter to 
Chevron Texaco and these are being fitted with 
Alpha Laval scrubbers.
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Meanwhile, its Anangel Maritime dry bulk fleet 
comprises 51 vessels in the water and four on 
order. Apart from eight mini-capes of 118,000 
dwt, all are capesize or larger.

Owners with larger vessels are picking up the pace 
of investment in scrubbers to meet the new 2020 
sulphur limit for the industry.

John Angelicoussis made it publicly clear as 
recently as June that he thought scrubbers made 
economic sense for large vessels.

According to estimates by one of the leading 
manufacturers in the market which have been 
seen by Lloyd’s List, some suppliers have seen 
their orders triple so far this year compared with 
last year.

The maker estimates that in total close to 1,700 
vessels have either been fitted with scrubbers or 
are awaiting fitting, with perhaps one third of 
these being newbuildings and two thirds retrofits.

“Things are moving faster in anticipation of 2020 

and investment in scrubbers is definitely 
increasing,” said Costas Constantinou, managing 
partner of Moore Stephens in Greece.

The decisions facing owners were not always 
simple and the financial outcome of the choice to 
install scrubbers or not will depend on future 
movements of the differential between the price of 
low-sulphur fuel and the cheap, heavy fuel oil 
cleaned by scrubbers, he said.

His own analysis, though, seems to indicate that 
opting for scrubbers can be a smart choice in 
many circumstances.

“Looking at the numbers we see that the 
installation of a scrubber caps the potential loss 
to a known amount, avoids the worst-case 
scenario of trading with an uncompetitive vessel 
and opens the possibility for substantial gains,” he 
said.

Not doing anything, on the other hand, could leave 
the owner with “zero possibility of gains, but 
perhaps vulnerable to substantial losses”.

UK actively preparing ‘no deal’ Brexit plans for 
shipping
BRITAIN’S Department for Transport is actively 
drawing up contingency plans for no-deal Brexit 
across all transport sectors, Lloyd’s List 
understands.

The preparations are being made as Labour 
shipping spokesman Karl Turner claimed that the 
Maritime and Coastguard Agency is in danger of 
not being able to fulfil vital regulatory functions if 
the UK’s departure from the European Union 
deprives it of a working relationship with the bloc’s 
European Maritime Safety Agency.

Prime minister Theresa May yesterday announced 
that some 70 ‘technical notices’ to businesses and 
households will be published over August and 
September, advising on what to do if the UK fails to 
agree terms with Brussels prior to leaving the EU 
in March next year.

A source familiar with the situation told Lloyd’s 
List that the DfT is planning for what will happen 
in the event of a so-called hard Brexit, with no 

deal being reached by the deadline.

The activity is taking in all transport modes, 
including but not limited to shipping and ports, 
according to the source.

The DfT declined to comment on the matter, 
referring the question to the Department for 
Exiting the European Union. DExEu did not 
immediately respond to telephone and email 
queries.

“There is a lot in the news on Brexit and no-deal 
planning,’’ Chancellor of the Exchequer Philip 
Hammond stated on Twitter. “I’ve been clear that 
we are preparing for every possible outcome, and 
that’s why I set aside £3bn for Brexit preparations 
in the last Budget and stand ready to spend more if 
and when needed.”

Meanwhile, the government is still hoping to reach 
agreement on the basis of a white paper released 
last week.

WHAT TO WATCH
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Under that plan, goods and agricultural produce will 
be subject to a ‘common rulebook’, while borders 
between Britain and the EU will be treated as a 
combined customs territory.

While those proposals were broadly welcomed by 
the shipping and ports industries as a pragmatic way 
forward, they are widely regarded as a hard sell in 
political terms.

Support from neither the hardline pro-Brexit wing 
of Mrs May’s Conservative Party nor parliament as a 
whole can be taken for granted.

Labour ‘s Mr Turner said the MCA would not be able 
to perform its regulatory responsibilities on 
passenger rights, seafarer training, pollution control 
or vessel safety if IT systems currently provided by 
the European Maritime Safety Agency are not fully 
replicated in the UK by the end of March.

“The industry urgently needs to know what to plan 
for. A no deal Brexit may be only a few months away, 
and if there is a deal we have eight months in which 
to actually get the necessary people and 
infrastructure in place to at least try to make it 
work,” he said.

ANALYSIS

Race to the scrap yards ahead of 2020?
SHIPOWNERS are running out of time to address 
fundamental concerns about cost and fuel 
availability from midnight on December 31, 2019, 
when the global low sulphur fuel regulation comes 
into effect.

Pressing questions over the price of compliant fuel, 
fuel availability and suitability remain unanswered, 
while abatement technology such as scrubbers 
remain expensive investments with a contentious 
future.

Shipowners are now tasked with adopting the right 
strategy and a ship’s age has an imperative role to 
play while making those important decisions.

Will we see a deluge of shipowners beating down the 
doors of scrapyards in Asia and Europe?

Lloyd’s List has estimated the number of older 
vessels that are the likely candidates for scrapping 
on the back of new sulphur regulations, using Lloyd’s 
List Intelligence and Clarksons data for both the dry 
bulk and tanker segments.

The average scrapping age has been assessed from 
historical demolition data and scrapping projections 
for the next two years are based on historically 
observed average age at demolition.

Average age at demolition has been reduced by two 
years for dry bulk and crude and product tankers 
and three years for liquefied natural gas and 
liquefied petroleum gas segments to indicate a 
possible rise in demolitions once new sulphur 
regulation kicks in.

The probable candidates for scrapping will be vessels 

approaching their third special survey, or more, in 
the next couple of years. Most likely these vessels 
could present the biggest dilemma for shipowners 
when preparing their assets for the new regulations.

Tanker owners are expected to continue the rapid 
scrapping of vessels, with momentum expected to 
pick up pace through to 2020.

In 2017, around 17 very large crude carriers were 
demolished, up from just two units in 2016, 
Banchero Costa data shows. So far this year, at least 
15 VLCCs were sold for scrapping in the first four 
months alone.

Lloyd’s List estimates around 43 crude tankers and 
40 product tankers could be retired by 2020.

In mid-June 2018, the global dry bulk fleet consisted 
of 1,241 vessels above 18 years of age, with almost of 
half of them in the handysize segment. Most of these 
vessels are due for their special surveys in 2019 and 
2020.

Lloyd’s List forecasts a potential 46% increase in 
scrapping due to tighter sulphur regulations from 
2020, compared with the scrapping rate under usual 
business circumstances.

Still, these are vessels that have attained the average 
scrapping age and will only be phased out if they 
become uneco¬nomical for the owners to operate.

The average age considered for scrapping for 
handysize is taken as 30 years, while for very large 
ore carriers it is 27 years.

With Chinese breakers out of the market, it is likely 
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most of the dry bulk carriers will end up in either 
Pakistan or Bangladesh.

Economics plays a huge role in owners’ decisions 
over scrapping. Charter rates will need to support 
expensive low-sulphur fuels, or owners could opt to 
run more ships that consume less fuel.

The overwhelming majority of owners will likely 
wait until the latter stages of 2019 to draw up plans 
on whether to demolish vessels, particularly amid an 
improving outlook for the sector from analysts.

Boxship demolition has slowed since the cull of 
boxships seen over the past two years declined 
earlier in 2018.

However, according to analysts at Maritime 
Strategies International, this could be about to 
change as IMO low-sulphur fuel regulations make 
older ships uneconomical.

“As the IMO 2020 deadline approaches, owners will 
make important decisions regarding ordering and 
demolishing vessels,” MSI said.

“We expect that contracting will increase in the 
coming years, peaking in 2020 in the near-term. We 
expect an additional increase in demolitions in 2022 

due to a weaker demand environment and fleet 
ageing. The incentive to replace older tonnage with 
more efficient tonnage is clear as projected fuel 
expenditure rises.”

The process of fleet renewal, therefore, will take 
place over a number of years, and MSI does not 
believe there will be a sudden wave of mass vessel 
demolitions in a scenario where these vessels — even 
if old and relatively uneconomical — are still able to 
find employment.

“As newbuilding deliveries arrive over 2019-2022, 
however, scrapping will increase,” MSI said.

MSI expects around 315,000 teu to be sent to 
breakers in 2019, followed by approximately 
465,000 teu and 335,000 teu in 2020 and 2021, 
respectively.

MSI’s forecast volume of demolitions is less than the 
record demolition volumes seen in 2016, but this is 
because it still expects a positive charter-market 
backdrop in 2020.

“We see scrapping as largely driven by the earnings 
backdrop, and this is especially the case for larger 
vessels, which act as the ‘swing providers’ of tonnage 
to the industry.”

UK tax avoidance rules may impact ship 
finance
SHIP finance specialists and tax advisers need to 
stay on the right side of new UK rules to combat 
complex or artificial tax avoidance arrangements, 
industry specialist accountant Moore Stephens has 
warned.

The small print to Schedule 16 to the Finance (No 2) 
Act 2017 — as the measures are formally known 
— could mean additional delays and even difficulties 
obtaining funding, the firm said.

Under the regulations, ‘defeated’ tax avoidance 
arrangements are defined as arrangements which 
have been, or would be, defeated by the existing 
general anti-abuse rule.

It is not yet clear how the GAAR will be applied by 
the courts. However, where arrangements are 
regarded as contrived, or have an element of 
artificiality, the GAAR could apply.

The definition of enabler has deliberately been 
broadly drawn, to include a person who designs, 

advises, organises or manages tax avoidance 
arrangements, and those without whom a tax 
advantage could not be obtained.

This will clearly encompass banks that provide a 
financial product, such as a loan, where the loan is 
used to participate in defeated tax avoidance 
arrangements.

The rules apply where the person providing the 
financial product knew, or could reasonably be 
expected to know, that a purpose of the other party 
obtaining the financial product was to participate in 
such arrangements.

Professional advisers in the UK are expected to limit 
themselves to advising on straightforward tax 
planning where there is no artificiality and no 
contrived arrangements, and will be reluctant to 
organise or manage any artificial arrangements that 
avoid UK tax.

But crucially, the dividing line between acceptable 
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and unacceptable planning is a judgment call, and it 
will not always be a straightforward matter to decide 
whether these rules do or could apply.

“Banks and other finance providers to shipping now 
have to consider whether if they provide funding, for 
example, this will ‘enable’ the borrower to enter into 
a tax planning arrangement that is regarded as 
unacceptable,” said Moore Stephens.

“Depending on the circumstances, they may need a 
tax opinion that these rules do not apply. This could 
cause delays and difficulties in obtaining funding.”

In the case of straightforward tax evasion, which is 
distinct from tax avoidance in being illegal in and of 
itself, it is now a criminal offence to fail to prevent 
tax evasion.

Under this new legislation, a company or 
partnership, regardless of where it was formed or 
incorporated, will be liable for the actions of its 
employees and other ‘associated persons’ who 
intentionally facilitate tax evasion either in the UK 
or that is connected to the UK.

However, a business will not be liable if it can 
evidence that it has put reasonable procedures in 
place to prevent tax evasion, or it was not reasonable 
to expect the business to have such procedures in 
place.

This is particularly relevant for sectors such as 
banking, and could also be relevant for shipping. For 
example, it could cover the deliberate 
understatement of taxable profits in the UK, Moore 
Stephens said.

A SURGE in Colombian fruit exports at the 
beginning of 2018 has helped lift sentiment for a 
positive trade year in the South American country as 
imports weakened.

According to a regional trade report published by 
the world’s largest ocean carrier Maersk Line, 
Colombia’s containerised trade grew by 3.2% in the 
first quarter of 2018 against last year — surpassing 
2.2% economic growth during the same period.

Box growth was driven by a 10.2% jump in exports 
through January-March over 2017, offsetting a slight 
drop in Colombia’s imports of about 1%. This figure 
would have been even lower if not for a spike in 
electronic imports, predominantly TVs, 
entertainment systems, and cell phones, as football 
fans geared up to watch the World Cup.

Maersk Line said that uncertainty in the market in 
the lead-up to the Colombian presidential elections, 
which took place in May — followed by a second 
round in June — and commercial tensions between 
the US, Russia, Iran, China and other countries, 
explained “the conservative behaviour in imports”.

“These two factors lead traders to be more 
conservative and to use residual inventories after a 
holiday season with lower than expected sales,” said 
Maersk Line Colombia sales manager Juan Camilo 
Vásquez.

Double-digit growth in Colombia’s exports came off 
the back of the strengthening agro-industry that has 
mushroomed as farmers continue to explore new 
markets, particularly in Europe.

“Shipments of Colombian fruits to Europe continue 
to grow as trade relations stemming from the free 
trade agreement, signed five years ago, mature,” 
noted Mr Vásquez.

“Our farmers are taking advantage of new 
technologies and new direct routes to ship their 
products to a growing number of markets in 
refrigerated containers with controlled 
atmospheres.”

Most notable has been the phenomenal rise in 
avocado shipments.

In the first quarter of 2018, the export of avocado 
pears was up 80.3% over the past year driven by 
demand from the European market, representing 
about 98.6% of all containerised avocado trade.

“In 2017, the growth was in Europe and for 2018, we 
hope for the opening of further markets, such as 
Japan,” said Mr Vásquez.

Meanwhile, Colombian exports of bananas and 
pineapples were up 14% and nearly 70% 
respectively.

MARKETS

Fruit exports lift Colombian containerised 
trade
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IN OTHER NEWS
First Yamal LNG cargo arrives in 
China via Arctic
CHINA has received its first 
liquefied natural gas cargo from 
Yamal LNG through the Northern 
Sea Route alongside the Arctic 
coast.

The 2018-built, 172,610 cu m LNG 
carrier Vladimir Rusanov, which 
left the port of Sabetta on June 
25, arrived at PetroChina LNG 
Jiangsu Terminal on July 19, 
Mitsui OSK Lines said.

Hong Kong-flagged, ice-breaking 
Vladimir Rusanov is jointly 
owned by MOL and Cosco 
Shipping. It is currently on its 
way back to Sabetta and is 
expected to dock at the port on 
August 5, according to data from 
Lloyd’s List Intelligence.

CMA CGM buys 10% stake in 
Zeebrugge terminal

CMA CGM has acquired a 10% 
stake in the port of Zeebrugge’s 
container terminal, positioning 
itself further into inland logistics.

The French container carrier’s 
subsidiary CMA Terminals 
bought the stake for an 
undisclosed fee from China 
Shipping Ports Development.

CPS is the Cosco Group 
subsidiary that has owned 100% 
of the terminal since November 
2017.

Men continue to dominate seafarer 
jobs in EU
WOMEN are still not seeking 
seafaring jobs.

Out of a total of 145,647 masters 
and officers, representing 83.33% 
of those holding valid certificates, 
only 2.17% are women, according 
to a report by the European 

Maritime Safety Agency.

The data, gathered in 2016 from 
24 European Union member 
states, shows the percentage of 
women in 2015 was 2.15%.

Japan to suspend Iranian crude oil 
imports
JAPAN is set to halt Iranian crude 
oil imports following pressure 
from US authorities ahead of the 
November trade sanctions 
rollback.

Final crude shipments are 
expected to arrive in Japan in the 
first half of October, Petroleum 
Association of Japan chairman 
Takashi Tsukioka has said.

Japan imported 123m barrels per 
day of Iranian crude oil this year, 
amounting to 5% of its total crude 
oil imports, according to Lloyd’s 
List Intelligence.

Demand for the country’s fruit helped the port of 
Santa Marta, specialised in the handling of reefers, 
achieve volume of 7.4% in the first quarter of 2018. 
Cartagena and Buenaventura, Colombia’s premier 
container ports, saw growth of 4.6% and 3.2% 
during the same period.

For the second quarter, Maersk Line is expecting 
agricultural exports to continue to rise apace, 
driving overall numbers, while the import market 
will be aided by cargoes affiliated to the FIFA World 
Cup, whether memorabilia, electronics once more or 
food and beverages.

“We also expect that the consolidation of the use of 

refrigerated containers to export traditional fruit 
opens doors to new Colombian agricultural products 
like citrus and grapes throughout the year,” Maersk 
Line added.

For the full year, Maersk Line expects containerised 
trade to be up by 4%-5% on 2017 levels, “driven by 
agricultural exports and the reactivation in 
consumption of imported products once the 
presidential election period has passed”.

However, the carrier said that foreign trade could 
enter a period of uncertainty and adjustment coming 
from new trade tariffs, which could affect box 
numbers.

For classified notices please view the next page.
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