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Flag states failing to
meet casualty reporting
rules
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OVER HALF OF all casualty reports arising from serious shipping
incidents in the last four years are yet to be published, an investigation
by Lloyd’s List can reveal.

Investigation reports are a key tool to gain understanding of the root
cause for the accidents and ultimately create a safer industry. But an
analysis of all very serious incidents between January 2014 and March
2018 shows 58% of flag state investigation reports that should have
been submitted to the International Maritime Organization have not
yet been filed to the public database.

While flag states are required to file investigations into ‘very serious’
incidents, defined as those resulting in loss of life, total loss of vessel,
or major damage to the environment, there are no time stipulations on
when those reports should be published.

The length of time it takes to investigate and compile a report can vary
depending on the complexity of the investigation.

Industry experts interviewed by Lloyd’s List as part of this
investigation suggest that the anticipated length of an investigation
could vary from around three months for straightforward incidents,
such as suicide or minor collisions — that don’t result in a loss of life or
pollution — to well over a year for longer, more complex situations.

The reporting issue is highly complex and mired in bureaucratic
blockers and administrative pitfalls.
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There are myriad reasons behind the reports
apparently missing from the IMO’s public database.
The 58% discrepancy in expected reports does not
always indicate that an investigation has not taken
place, or even that a report has not been compiled - it
could simply mean that the reports do not appear on
the IMO’s public free-to-download database for one
of many reasons ranging from administrative
oversight to political obfuscation.

Many reports, however, are simply never completed.

For 355 incidents involving 73 flag and reporting
administrations, 221 reports have not been filed, an
analysis using the IMO’s Global Integrated Shipping
Information System (GISIS) database shows. All that
exists is a summary line that explains the nature of
the incident.

Industry officials close to the issue have stressed
that the quicker an investigation is made public, the
more likely it is to have a positive impact on
improving safety measures and prevent future
casualties.

“The longer you wait, the greater the likelihood that
the event will be forgotten or overtaken by some
other incident,” said one well placed safety official
who spoke to Lloyd’s List on the condition of
anonymity. “If we get them a year later then things
will likely have moved on.”

Over the four year period analysed by Lloyd’s List as
part of this investigation, official statistics record
that 1,354 people lost their lives in very serious
incidents.

The IMO code

The IMO agreed in 2008 to strengthen reporting
requirements by adopting what it calls the Casualty
Investigation Code (MSC 255/24).

The code, which came into force in 2010, stipulated
that flag states shall submit the final version of a
marine safety investigation report to the IMO under
Solas, the 1974 Safety of Life at Sea Convention.

However, there is no specific time frame mentioned
for when these reports should be submitted. The
IMO only stipulates that they should be completed
“as quickly as practicable”.

The IMO also calls for the reports to be made public
at the time of submission, though flag states may
choose to withdraw them from public view at a later
stage, said an IMO spokesperson.
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As a United Nations body, the IMO has no power of
enforcement over its 174 member states.

It can, however, remind flag states of their duties.

Flag states have the “remit and responsibility” to
submit the reports, said the IMO spokesperson.
“The IMO is limited in what it can do.”

The European Union has gone a step further. It
requires that reports on maritime accidents be
submitted within a year as part of a directive
(2009/18/EC) agreed in 2009 and implemented in
2011.

EU statistics show that for 125 incidents involving
vessels registered with 16 European flag states,
including the UK, 23 reports are missing. That
means 18% of required reports have not been
submitted, according to the IMO database.

Of the 204 incidents that involved vessels registered
with the top 10 flag states by size, representing the
bulk of the global merchant fleet, 105 reports have
not yet appeared. Six of those incidents occurred
this year, and it can be argued that not enough time
has elapsed for a complete investigation to take place
in those cases.

But one only has to look at the Sanchi incident to see
what is possible when it comes to the reporting of
accidents.

China led the investigation into the tanker collision
in early January that left 32 crew members
presumed dead. In conjunction with Iran, Hong
Kong and Panama, Beijing took just four months to
produce a detailed 191-page report, which was
published in early May.

That said, China has yet to file 12 reports out of 15
incidents that took place during the analysis period.

An email sent to the casualty investigation division
of China’s Maritime Safety Administration
requesting comment was not immediately answered.

China is not alone.

Of the 27 incidents involving vessels registered with
the Marshall Islands, the second-largest flag state by
size, 24 reports have not yet been submitted, the

analysis shows.

One of these involves the loss of the converted ore
carrier Stellar Daisy, which sank in high seas off
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Uruguay in March 2017. Only two seafarers were
rescued of the 24 crew on board.

But 15 months later, a report by the Marshall Islands
is still pending.

A representative for the registry said a “meticulous
evidence-gathering” process for the report was
complete, pending public release.

He added that of 30 incidents that took place since
2014, according to its data, it has submitted four
reports, with another four awaiting final internal
review, and five that had a “substantial interested
other state” as the lead investigator.

The rest were in the information-gathering/report-
writing phase, he said.

Another outstanding report is that of the sinking of
the South Korean ferry Sewol in April 2014 with
330 students on board. The tragedy forced the prime
minister to resign.

A representative for South Korea told Lloyd’s List
that the investigation was “progressing” and that a
report should be available by the end of this year. He
did not comment further.

Of the 12 incidents involving South Korea-flagged
vessels, 10 reports have yet to be submitted.

Why do registries fail to submit reports?
There are numerous reasons given why reports have
not been submitted or have been delayed.

Running an investigation costs time and money and
the difference between national and private
registries is access to funds, manpower and
resources. Expertise in carrying out in-depth
analysis of maritime incidents may also be lacking.

The risk of litigation is also a big factor in the slow or
non-reporting of accident investigation reports.

Unlike aviation, maritime accidents do not have a
cap on payouts, so insurance companies and lawyers
have a vested interest in not publicising any report
that may lead to blame being apportioned, sources
told Lloyd’s List.

Intercargo, the association of dry cargo shipowners,
has called for “prompt” submissions following
accidents.

It says the point of submitting reports is not to
apportion blame, but to learn lessons to avoid future
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tragedies. And while the safety regime has improved
over the years, more needs to be done.

“There is no room for complacency,” it said in a
statement, adding that its goal was to see no lives or
ships lost.

Its analysis showed that of 53 incidents involving
bulk carriers from 2008 to 2017 in which 204
seafarers lost their lives, 29 reports had not been
filed by flag states.

It submitted its bulk casualty report, which also
highlighted the main causes of bulker incidents, to
the IMO for consideration by member states.

At a recent IMO Maritime Safety Committee
meeting, there was a strong recommendation that
member states release reports to the public for the
benefit of seafarer training and education.

There will be another meeting in September to
discuss the matter further.

The situation as it stands
Lloyd’s List approached leading flag states for
comment.

« Of 48 incidents involving Panama-flagged vessels,
20 reports have not been submitted. Repeated calls
and emails to the Panama Maritime Authority, the
number one flag state by tonnage, went unanswered.

« Indonesia has not submitted a single report for
the 26 incidents that involved its vessels over the
past four years. An official from the ministry of
maritime affairs said he would look into the matter.

« For 17 incidents involving Russia-flagged vessels,
14 reports have not been submitted. A representative
for the Russian Federation said he would look into
the matter.

« Of 11 incidents involving Turkey-flagged vessels,
10 reports have not been submitted. A request for
comment from Turkey was also pending at the time
of publishing.

» For Bahamas, seven reports were pending for 13
incidents. An official at the Bahamas Maritime
Authority said the investigations were ongoing and
would be published once complete. The reports,
taking on average one year, were also published on
its website.

« For Hong Kong’s 48 incidents, 24 reports have
yet to be submitted. A spokeswoman for Hong
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Kong’s marine department said it would submit a
summary report to the IMO within six months at
the first stage of an investigation.

“The whole process will normally take about one
year or more, depending on the information
collected, the number of parties involved, the
complexity of the case and the progress of
investigation,” she said.

« Singapore’s Transport Safety Investigation
Bureau said it worked closely with its stakeholders to
complete investigations in a “timely” manner. It had
one report pending from eight incidents over the
past four years.

« Of the 12 incidents involving the Liberian flag, the
third-largest by size, 10 reports are pending, the
data analysis shows.

Scott Bergeron, chief executive at the Liberian
Registry, said that before reports could be uploaded
to GISIS, they must go through a series of internal
approvals by the government.

It has nine reports pending final approval and three
still in the process of being finalized.

“While it is our desire and intention to submit the
report within one year of the date of incident, this is
not always possible due to a wide array of reasons,”
he said, citing availability of witnesses or evidence, a
lack of co-operation from P&I appointed lawyers or
witnesses, the complexity of root cause
determination, and possible misuse of reports in
civil or criminal litigation.

Process
Currently, flag states upload a report directly into
the GISIS system.

That can create issues and the IMO will not
necessarily know if any problems arise. It is up to
flag states to report any issues with the system.

The process of trawling through the data is
convoluted and the search results can be
inconsistent, according to a source. It is not possible
for the public to know when an update has been
made or new report filed.

The Marshall Islands said it submitted four reports
when the analysis showed only three reports had
been filed.

The UK and Malta issued all reports required over
the past four years, according to the analysis.
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However, the UK tally mostly concerns fishing
vessels, which are easier to investigate.

Of 39 incidents that the UK’s Marine Accident
Investigation Branch looked into, 27 involved fishing
vessels, or tugs, the data shows.

A spokesman for the agency said it took on average
one year to complete reports for accidents within its
waters or for UK-flagged vessel incidents elsewhere.

Four reports submitted by Malta show up as not
being filed even though they were confirmed
submitted by the head of the marine safety
investigation unit Kevin Ghirxi.

After another search, it transpired that the reports
were submitted through the European Marine
Casualty Information Platform of the European
Maritime Safety Agency and validated by the IMO.
They appear in an annex.

The IMO said it would investigate the issue as the
“default public release” in this instance might have
been switched off.

System improvements

The IMO and EU EMCIP system is currently being
reviewed. The IMO is also developing new
taxonomy.

The IMO has an analysis team that monitors the
database and a correspondence group that makes
recommendations to the Implementation of IMO
Instruments sub-committee, which meets every
year. It does not look at the quality of the reports.

Brice Martin-Castex, the IMO’s head of
implementation of instruments support in the
department for member state audit, said he could
not comment on the analysis without a “thorough
review’.

“The IMO secretariat is notified by the system and
the report is manually assigned to individual
casualty analysts,” said Mr Martin-Castex.

Partly in response to calls to improve the reporting
system, the IMO has a mandatory auditing system
that will monitor compliance.

“Member states and the secretariat monitor the
status of compliance with reporting requirements,
in particular, with regard to their obligation to
submit marine safety investigation reports” using a
GISIS facility called the “dashboard,” Mr Martin-
Castex said.

Page 4



That information was also made available to the
audit team, which provided “further incentive” to
fulfil reporting requirements, he added.

The audit scheme was made mandatory in 2016 and
allowed for the IMO to look into how well IMO
member states were fulfilling their obligations and
to make recommendations to the member state in
the form of a “corrective action plan”, he said.

Conclusion
Encouraging best practice is perhaps what is needed
in the absence of penalties.

“Investigation reports are a key tool to gain
understanding of the root cause for the accidents
and ultimately create a safer industry. We call on all

flag states to submit casualty investigation reports to
the IMO as soon as possible in line with IMO’s
guidelines,” said Angus Frew, chief executive of
BIMCO, the largest shipping association in the
world.

Despite all the issues highlighted in this article and
the steps taken to address some of the failings in
this complex tale, one thing is clear: 58% of reports
that should have been filed as per the IMO
regulation on very serious casualties have not
appeared on the public database.

And that means no lessons can be learnt from
reports that do not exist. And all the while, lives are
being lost at sea.

Report filed as per IMO code

Top 10 flag states | other flag states
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The data from IMQ's GISIS system includes reports filed but not available for
download and reports filed by other investigating states, it does not include joint

responsibilty reports
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What's wrong with this system?

INVESTIGATION reports into shipping accidents
can take an awful long time for a variety of
legitimate reasons such as the availability of
witnesses, the difficulty of root cause determination,
and the fear of being used in criminal or civil
prosecution, among others.

The reports are not meant to apportion blame
though and each report states that the findings will
not be admissible in court.

They are however meant to be made public so that
lessons can be learnt and trends spotted, in order to
avoid future tragedies at sea. They can also be used
for seafarer training and education to ensure their
safety.

Flag states have the responsibility to investigate and
submit these reports to the International Maritime
Organization as per mandatory rules adopted in
2008 and implemented in 2010.

But in an exclusive analysis of all incidents of a very
serious nature that took place between January 2014
and March 2018, Lloyd’s List found that 58% of such
reports had not yet been submitted.

This means no lessons could possibly be learnt from
a majority of the incidents.

Very serious incidents are categorized as loss of life,
total loss of vessel, or major damage to the
environment.

The process of using the Global Integrated Shipping
Information System, the IMO’s free-to-use database,
is not easy, and search results can vary.

The IMO, recognizing a need for improvement, is
updating the system. And a mandatory audit scheme
has been introduced, which will look at how flag
states are fulfilling their obligations in terms of
reporting.

But the IMO is limited in terms of what it can do to
ensure its 174 member states enforce the rules.

And without penalties for non-compliance, or a
system of monitoring that chases up flag states if
enough time has lapsed for a report to be
realistically produced, lives at sea will continue to be
at risk.

There is debate in the industry about how the
situation could be improved.

Encouraging best practice is one way.

Another way could be to set up an independent
central investigation unit to deal with all maritime
accidents, taking away the responsibility from flag
states, was a suggestion Lloyd’s List encountered
during its analysis.

How realistic is that notion? Who would fund it?

Key questions for which there is no answer (yet).

WHAT TO WATCH

Dollar loans insulate financially weak Italian
owners from ‘Quitaly’ crisis

DOLLAR-denominated loans will give Italian
shipowners a layer of insulation from the ‘Quitaly’
crisis, even though the sector remains in a parlous
financial state overall, according to ship finance
specialists.

Something like 45 of the top 50 Italian owners are
known to be either in restructuring or technically
insolvent, and while the industry does not face the
same pressures as businesses that borrow in euros,

they are likely to remain on life support, the sources
added.
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Italy is in political deadlock after president Sergio
Mattarella rejected cabinet nominations from
Movimento Cinque Stelle and Lega Nord, the two
biggest parties after recent elections, and named
IMF economist Carlo Cottarelli as interim prime
minister.

Markets have reacted sharply to the troubles in what
remains the eurozone’s third-largest economy,
sparking a sale of Italian assets and sending the euro
lower against other major currencies.
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Two-year bonds earlier this week clocked the biggest
one-day rise since records began in 1996,
outstripping anything seen during the eurozone
crisis, which seems to point to more expensive
borrowing.

Spreads have widened to the point where it now
costs the Italian government more to borrow for two
years than it does for the Portuguese government to
borrow for 10. Markets seem to be betting on yields
going higher still.

A steep hike in borrowing costs is the last thing
Italian shipowners need right now. But experts are
hopeful that worst case scenarios can be avoided.

Janos Konig of London-based ship finance
consultancy Eurofin chaired the ship finance session
of Mare Forum in Rome earlier this month,
moderating a panel of local owners and bankers.

While there is no getting around the reality that the
Italian branch of the industry is in bad shape right
now, the good news is that it is probably well placed
to tough things out.

“You have to remember that most of these loans
are in dollars. So even if euro rates go up, it won’t
affect the majority of shipping companies,” he
opined.

The most obvious exception is Grimaldi’s ferry
operations, which do have euro exposure. But
Grimaldi is one of the handful of Italian owners that
are stable financially, and in addition, it has the
option of passing on additional interest costs to
passengers, said Mr Konig.

Traditionally, Italian family shipping firms have
been heavily bank-dependent, with mortgages
typically running up to 80% of the cost of a ship.

That arrangement worked well in the past. But the
downturn of the last decade has seen the model
largely come unstuck, even after resort to such
techniques as maturity extensions and debt-for-
equity swaps.

Many Italian banks have used the recent rise in
vessel values to offload non-performing shipping
loans, with Unicredit and Intesa leading the sellers
and US and Far East funds on the buy side.

Subsequent media reports have claimed that around
$1bn of shipping-related non-performing loans are
currently being hawked by Italian banks, who have a
total exposure to the sector of $14bn.

While private equity has shown some interest,
around half that debt is unlikely ever to be repaid.

But Furio Samela, a partner specialising in ship
finance at Watson Farley & Williams Italy, offered a
more optimistic perspective. Given the current
situation, the European Central Bank will not want
to do anything to exacerbate matters, he argues.

“Although political instability and uncertainty are
never beneficial, dollar-denominated as well as
euro-denominated loans will not suffer from the
current political crisis, at least in the short term.

“Indeed, market turmoil removes the possibility of
an ECB rate hike in the near future and,
consequently, a euribor increase.”

However, he cautioned that some Italian shipowners
had already undergone restructuring and
nevertheless remained underwater.

Some are coming back for second or even third
restructuring, offering clear evidence that, Quitaly
or not, Italy’s shipping crisis still has further to run.

Alibaba to invest $16bn in smart logistics

CHINESE e-commerce giant Alibaba Group has
pledged to invest over Yuanioobn ($15.6bn) to
establish a smart logistics network that covers
ocean, air and landside freights across the globe.

The network, to be driven by data technologies and
the internet of things, is to create an ecosystem that
can incorporate all players alongside the supply
chain, the group executive chairman Jack Ma told
the 2018 Global Smart Logistics Summit in
Hangzhou on Thursday.
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“This is what we will work closely with our partners
to achieve and bring benefits to all,” he said, adding
that the company would invest more if the
Yuan1o0bn was not sufficient.

The goal is for Cainiao, Alibaba’s logistics arm
established five years ago, to become the ‘brain’ of
the logistics industry, Mr Ma added.

“Since the first day of its birth, Cainiao’s mission is
not to deliver goods, but to help companies that
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deliver goods by building a network that links all
logistics elements and connects every deliveryman,

every warehouse, every hub, every city, and every
household.”

Cainiao now handles 100m parcels per day via its
logistics platform. The company launched its ocean
freight service for large parcels from China to
Australia last month.

Meanwhile, Mr Ma has set up a few specific targets
for the smart network that focuses on door-to-door

services. Those include express parcel delivery
within 24 hours in China and that within 72 hours
overseas.

It also aims to reduce China’s overall logistics cost to
5% of the gross domestic product from the current
level of 15%.

Mr Ma called for everyone in the logistics sector to
contribute to this effort. “With that, our industry
will become better and our world will become more
connected and convenient,” he said.

Fairfax ups its ante on Seaspan to $1bn

FAIRFAX has elected to exercise its option to buy
77m Seaspan shares, raising its total investment to
$1bn and becoming Seaspan’s dominant
shareholder, eclipsing company founder Dennis
Washington.

David Sokol, chairman of Seaspan, said that this
investment “will further bolster Seaspan’s strategy
to lead consolidation in the fragmented
containership sector and capitalise on the most
compelling opportunities in the shipping sector and
beyond it.”

Prem Watsa, chairman and chief executive of
Fairfax, said: “Seaspan has a strong leadership team
with a compelling vision and laser focus on
execution. We are excited about Seaspan’s
outstanding progress over the past six months, and
with David Sokol’s proven capital allocation and
shareholder value creation credentials, we are
thrilled to expand our relationship.”

He added: “This transaction represents one of
Fairfax’s largest investments in a public company.”

The extra cash will help Seaspan to de-lever its
balance sheet and attain an investment-grade credit
rating, as the company switches its focus over time
on diversifying into the broader infrastructure
sector, said company executives during a conference
call.

The Toronto-based insurance conglomerate had
previously invested $500m in two tranches of
seven-year debentures, and it was given warrants to
acquire the 77m shares at $6.50 per share.

Seaspan shares closed on Wednesday in New York at
$8.80. Based on the last closing price, Fairfax will
have a gain of $177m on the early exercise of these
warrants.

Fairfax will have the opportunity to further increase
its stake in the world’s largest independent
containership owner. It was awarded warrants to
buy an additional 25m shares at $8.05 per share in
consideration for exercising its option early. The new
warrants will have a seven-year term.

Ports America shakes up management

US MARINE terminal operator Ports America has
appointed Mark Montgomery as president and chief
executive to replace Michael Hassing, who is leaving
the company.

At the same time, Dave Starling will take on the role
of chairman of the board of directors. He will
replace James Kowalishin, who will continue to
serve on the board.

Both men have strong ties to Ports America’s owner,
Oaktree Capital Management. Oaktree is the
manager of the Highstar Capital, which controls
Ports America. Mr Montgomery, who was previously
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chief executive of Ports America Chesapeake from
2010 to 2014, currently acts as a senior adviser and
operating partner to the infrastructure investing
strategy of Oaktree.

He also has board roles at the Port Newark
Container Terminal, PAC, the Delaware River
Stevedore joint venture in Philadelphia, the CP&O
joint venture in Norfolk, the Port of Miami Terminal
Operating Co and the Eller-ITO Stevedoring joint
ventures in Miami.

Mr Starling is also a senior advisor to Oaktree’s
infrastructure investing strategy and has a
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background in the US rail sector, and is a former
chief executive of Kansas City Southern, a publicly
traded Class I railroad.

The appointment of new management from Oaktree
will reignite speculation that Ports America is
looking for additional investors. Highstar has sought
outside investors for the group since 2016 to help
finance expansion outside the US. Potential
investors were approached for investment, with at
least one trade buyer understood to have expressed
an interest.

Turkish terminal owner Robert Yildirim has been
closely linked to Ports America, too.

Last year Ports America dismissed claims it was for
sale after Mr Yildirim said that he hoped to sell his
stake in French line CMA CGM in order to fund the
purchase of the US ports group and gain a foothold
in the North American market.

But Mr Yildirim wanted a majority stake in the
company and was prepared to buy the company
outright. After a year of talks, negotiations collapsed
with no deal done.

Ports America was created from the former P&O
Ports’ US portfolio by infrastructure investment
firm Highstar, which combined it with Marine
Terminals Corp in 2007 to form a business with a
presence in more than 40 US ports. Stevedoring
services include container, bulk, breakbulk and
project cargo, cruise terminals, and ro-ro
operations.

Canadian pension fund CPP acquired a 10% stake
in Ports America a few years ago, and Highstar had
started to look for other new investors in 2015 to
help finance expansion opportunities in the US,
but had not been seeking a buyer for the whole

group.

ANALYSIS

Tide has turned between Chinese lessors and
Greek shipowners, says lawyer

GREEK shipowners and Chinese leasing houses are
a good match, which can become even better,
according to Christoforos Bisbikos, a partner at
Watson Farley & Williams.

The ship-finance lawyer has been bustling between
Greece and China since 2015 and last year finally
saw the tide turn.

Many of the top names in Greece have now entered
or are in the process of finalising leasing agreements
with the Chinese lessors, Mr Bisbikos told Lloyd’s
List in an interview.

George Economou’s DryShips, for example,
announced a sale-and-leaseback agreement in May
with a major Chinese lessor for five dry bulkers
worth $164m in total.

But things were quite different three years back,
when Mr Bisbikos first arrived in Hong Kong, a
foothold of the ship finance markets in Asia.

The Greek owners are tough dealers, and that
reputation has certainly reached the ears of those
from the shipping and banking communities in
China.
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“A Chinese leasing company was telling me they
would never do business with the Greek, ever,” Mr
Bisbikos says. “But now they and their peers are
visiting Greece on a monthly basis. Some even have
formed a five-man team dedicated to Greek owners.”

That turnaround was in part driven by common
interests shared by the two parties, and in part by a
market recovery — especially in the dry bulker
sector, he explains.

Chinese lessors are relatively young participants in
shipping, only joining the game about five to 10
years ago. However, many of them — especially the
large, bank-backed ones — are holding abundant
cash, keen for new growth opportunities as well as a
diversification of their exposure on the leading liner
shipping carriers and commodity giants, or the
so-called “tier-one owners.”

“Before, anyone with less than 15 ships was
considered a small owner while any deal below
$50m was deemed as small ticket, and they wouldn’t
get involved with those,” Mr Bisbikos says. “Now the
‘rules’ have been broken. At least they’ll do under-
$50m deals provided the owner is big enough and
the deal is right.”
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The Greek owners, on the other hand, are
experienced players. Having been in this industry
for decades, if not centuries, they understand their
business and the markets, knowing when to invest
and when to withdraw.

But they also need diversification of their financing
sources, as traditional banking loans become less
attainable.

The Norwegian bonds and Japanese financiers may
offer some alternatives, but the former is pricey and
latter conservative — options which are “not for
everyone,” according to Mr Bisbikos.

All these factors have made Greek owners and
Chinese lessors a good fit, meeting each other’s
needs. And activities began to pick up following the
resurrection of dry bulker markets in 2017, he adds.

At the same time, leasing companies in China have
adjusted their lending package to the more old-
fashioned owners that have been used to borrowing
from western banks.

In the past, the leverage is between 75% and 90%,
with the price rarely going under 3.5% (above Libor).

“Now you see below 3% and leverage could be as low
as 50%. In a way, they’re becoming more like banks
as they are getting more experiences,” Mr Bisbikos
says.

On that note, the lessors must also be grateful to the
international banks.

Pricing that the banks would offer to a major
Chinese leasing house is “significantly more
competitive” compared with that offered direct to a
shipowner.

That is because large leasing companies carry
higher investment grades, which can help the banks
turn the underlying projects into corporate finance
rather than asset finance. In addition, the banks

get the recourse from shipowners that chartered in
the vessels at the other end, according to Mr
Bisbikos.

“Most of the international banks were not willing to
lend to Chinese lessors in 2015. But in the past two
years, you can only imagine how many bank people
have approached me to understand the way of back
funding a leasing project.”

More opportunities will surface given how the
current trend looks, Mr Bisbikos believes.

Mergers and acquisitions are no longer buzzwords
for liner shipping. The aggregate of market elements
is also pushing dry bulker and tanker owners,
including those in Greece, to consolidate.

That would create bigger and stronger borrowers
that meet Chinese lessors’ appetite, he says.

Greek seafaring at a crossroads

GREECE may have been the largest shipowning
nation in the world in 2017, but its inability to
cultivate a sustainable Greek seafaring workforce
remains a longstanding sore point.

However, some now think Greece’s protracted
economic decline, underpinned by towering
unemployment rates and sharp drops in real gross
domestic product per capita, has helped make a
career at sea an attractive job opportunity again.

Last year saw the largest number of registered
employed Greek seafarers since at least the turn of
the century and the biggest graduating class from
maritime academies during the past nine years.

But many Greek seafarers are either not sticking to a
career at sea or to the Greek flag, further expediting
the latter’s decline, given the inextricable link
behind the two: Greek-flagged vessels must have a
certain number of Greek crew members on board,

Lloyd's List | Daily Briefing Friday 1st June

including a Greek master, depending on the size of
the vessel.

Measures to spur a meaningful growth in the
seafaring workforce appear hard to come by as
disjointed calls for reform in education are marred
by austerity and restraints on government flexibility.

Greek seafarers

Figures on Greek seafarers are limited to those
working on vessels contracted with Seafarer’s
Pension Fund (NAT), the social security agency for
the merchant fleet. Registered seafarers and vessels
make monthly contributions to NAT.

Greek seafarers who work on non-NAT foreign-
flagged vessels can also buy into NAT, if they wish to
secure a seafarer pension. NAT buy-in involves
significantly larger contributions from the seafarer
than would have been made if they were on a NAT-
contracted vessel.
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These numbers therefore include all Greek-flagged
vessels, some foreign-flagged vessels and seafarers
on non-NAT-contracted vessels who have bought
into NAT and declared their employment to the
country’s coast guard. The number of Greek
seafarers beyond these confines is unknown.

Greece-based Panagiotopoulos Shipping and
Manning Agents’ managing director Grigoris
Panagiotopoulos estimates there are more Greek
seafarers serving on foreign-flagged vessels than
there are on Greek ones.

While 2017 marked the best seafarer employment
year since at least 2000, the height of the peak is not
that different from other recent years. At the same
time, monthly job interest climaxed in 2015,
according to data by the Hellenic Seamen’s
Employment Office of Piraeus (GENE), which helps
seafarers find work and dispenses unemployment
benefits.

One Gene official said the agency gets around five to
10 requests from owners per day looking to hire a
seafarer.

The problem is that the overwhelming majority ask
for engineers B’ (second engineers), who are in
shortage, both due to already high-employment
levels and that the country does not produce enough
to begin with, they added. Consequently, engineers
are rare among those seeking work or
unemployment benefits. This speaks to the wider
shortage of senior personnel.

Panhellenic Seamen’s Federation (PNO) secretary-
general Giannis Chalas warned there is a shortage of
senior crew throughout Europe and lamented the
unwillingness of Greek masters in particular to work
for a Greek-flagged vessels.

“The Greek seafarer — and in this case the master
— avoids working under the Greek flag. The result is
for the Greek-flagged fleet to shrink,” Mr Chalas
said.

Between 2007 and 2011, gross tonnage on the Greek
flag grew by almost 17%. After 2011, that growth rate
flattened, as competitors like the Marshall Islands,
Malta, Singapore and Hong Kong took off, and the
number of Greek-flagged vessels has dipped. That
creates a problem for seafarers who may seek out
jobs on board Greek-flagged vessels.

Mr Panagiotopoulos attributed the decline to a
number of relative disadvantages of the Greek flag,
including higher financial costs and more stringent
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bureaucracy than its competitors.

Taxation and financial incentives

Taxation has become a deterrent against Greek
seafarers working within the Greek fleet and likely
hinders the growth of the profession in Greece
altogether.

In 2013, Greece pumped up income tax rates for
crew. Senior officers now pay 15% income tax, while
junior ratings pay 10%, compared with 6% and 3%
previously.

Additional urgent tax contributions mean real tax
rates for senior personnel may hover around the
22% rate, including payments to NAT.

After NAT contributions and taxation, a master of a
dry bulk vessel paid €11,435.67 ($13,650.12) per
month before tax would now pocket €8,300 after all
taxes have been paid, according to the PNO.

Greek seafarers are still taxed if they work on
foreign vessels — provided, of course, they declare
their income.

“When you are away from your home for six months,
which means the state is not providing to you as
much as it is to me, you cannot be paying this much
money,” Mr Panagiotopoulos said.

The tax hikes have had a material effect: an
estimated 80% reduction in crew interest for the
flag since the tax rate hike, Mr Panagiotopoulos
noted.

The next generation

Maintaining qualified masters and engineers is vital,
but Greece will need to breed a new generation of
seafarers to remain a maritime nation beyond just
the scope of shipowning and services.

Greece’s ten maritime academies for engineers and
deck officers are all public institutions under the
purview of the Ministry of Maritime Affairs and
Island Policy.

Available ministry data reveals between the
academic years of 2008-2009 to 2016-2017, some
6,582 applicants were accepted into deck officer
programmes and another 4,731 into engineering
academies.

Aspropirgos Merchant Marine Academy, Greece’s
largest, has around 1,600 students in both its deck
officers and engineering schools, a senior school
administration official told Lloyd’s List.
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Although the official could not provide exact figures,
they claimed there has been marked increase in the
interest from prospective students during the past
few years, which they deemed to be linked to the
persisting financial crisis unfolding at home.

“Consider that 10 years ago, the interest in the
school was abysmal, but in the past four to five
years, interest has been growing,” they said.

Interest may have been growing but the data
suggests the number of overall entrants has not,
attesting to the limited number of seats the country’s
academies can service.

On top of that, the small number of entrants further
shrinks during the course of the study.

Between the 2008-2009 and 2016-2017 academic
years, only 4,806 students graduated from deck
officer schools and another 3,128 from engineering
schools, bringing the total to 7,934 graduates for a
nine-year period.

The official said departure rates at Aspropirgos
specifically are not significant.

Nationally, the number of graduates has also been
steadily rising since 2014, yielding the biggest
graduating class during the 2016-2017 academic
year.

Drop-out rates

More worrying for a number of people interviewed
for this article is those students who do not pursue a
career at sea despite graduating from a maritime
academy.

No official data exists on drop-out rates, but
anecdotal information has made it a considerable
source of concern for Greek shipping stakeholders.

“Perhaps kids realise this is a difficult job,” the
school official said.

Mr Panagiotopoulos also observed some young
people’s attitude to hard work has changed. New

seafarers think they can become masters and chief
engineers quickly and often give up when they
realise what the road to that end entails, he said.

Mr Chalas reckons the industry needs to provide
better motives for people to join and stay, primarily
financial ones such as scrapping high taxation rates.

The union veteran wants Greece’s industry
stakeholders, including the government and
shipowners, to collaborate and forge what he calls a
shipping policy that centres around the people,
rather than just the expansion of ownership and
fleet.

State backing

Aspropirgos has around 82 permanent and
temporary instructors, but more permanent ones are
needed, the school official said. The school also
requires funds for facilities’ development and
conservation and to introduce new technological
tools to meet today’s standards.

Mr Chalas underlined that Greece needs competitive
seafarers who are adept in adjusting to and
managing the constantly evolving technology.

The need to modernise education is not lost upon
the Greek government.

Greek maritime affairs and island policy minister
Panagiotis Kouroumplis emphasised the importance
of upgrading Greek nautical education during a
recent visit to New York.

But proclamations do not impress.

During a speech in February 2018, Union of Greek
Shipowners president Theodore Veniamis bemoaned
what he identified as a lack of political will to bring
about meaningful change in nautical education for
yet another year, despite well-intended
announcements by the government.

The ministry of maritime affairs has not provided
data with annual spending on maritime academies
after Lloyd’s List made the relevant request.

MARKETS

US slaps steel and aluminium tariffs on the

EU, Canada and Mexico

THE US government announced it would impose
tariffs on steel and aluminium imports from the
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European Union, Canada and Mexico beginning
at midnight on June 1, after granting the three
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regions a 30-day exemption at the beginning of
May.

US Commerce Secretary Wilbur Ross announced a
25% tariff on steel and 10% on aluminium from the
three regions. The administration decided on May 1

to delay the decision to impose the tariffs after
initially hitting China, Japan and other countries.

The US was the world’s biggest importer of steel in
2017, with an intake of 34.6m tonnes, according to a
US government report.

Golar venture backs away from Fortuna

FLNG project

GOLAR’S OneLNG upstream venture with Ophir
and Schlumberger concerning development of the
Fortuna floating liquefied natural gas project off
Equatorial Guinea looks set to fold due to difficulties
in raising sufficient funds.

“Despite an agreed development plan and extensive
efforts over the last 12 months by OneLNG and
Ophir management, it has not been possible to
finalize an attractive debt financing package,” Golar
said in a statement.

“This, together with other capital and resource
priorities, has resulted in a decision from
Schlumberger to end their participation in the
project,” it said, adding that as a result, the two
parties planned to “wind down” OneLNG and work
on FLNG projects “as required on a case-by-case
basis”.

Golar has a 51% stake in OneLNG, while US-based
Schlumberger owns the rest. Ophir, which inked the
agreement in November 2016 to help develop
Africa’s first deepwater FLNG project, owns 33.8%
of the venture. The final investment decision,
however, had been delayed several times.

Golar said that “use of alternative yards” able to
provide financing and a potential new partner were

being considered, although no guarantees could be
made. It did not plan to issue any new equity at
current price levels, it said.

Golar, which posted a net loss of $21m in the first
quarter versus a profit of $3.8m a year earlier, said
the LNG market remained “structurally short” of
about 25 vessels over the next two to three years.

“Strengthening European and Japanese LNG prices
(up around 50%) indicate strong demand for LNG
and create good opportunities for US exports,” the
US-listed company said.

While the outlook for the third quarter remains
intact based on new production and rising tonne-
miles, time-charter earnings in the second quarter
are estimated to be half that of the first quarter, in
line with market expectations.

Golar has meanwhile reached a deal with oil
major BP for up to two FLNG units to service the
Tortue field offshore Mauritania and Senegal, with
a final investment decision expected at the end of
the year.

“Preliminary financing discussions indicate a good
appetite from a wide variety of lenders,” Golar
added.

Hoegh LNG loses Ghana FSRU contract

OSLO-LISTED Hoegh LNG has lost its floating
storage and regasification unit charter contract with
Quantum Power Ghana Gas after continued delays
at the liquefied natural gas import project at Tema,
Ghana.

In a quarterly report, the owner said the 20-year
contract, which had expected annual earnings

of $36m before interest, tax, depreciation and
amortisation, expired because the import project
had not progressed based on the original timeline.
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The Tema project, jointly developed by Quantum
and Ghana Petroleum Corp, was originally due to
begin construction last year, with expected delivery
time for the FSRU six to 12 months following the
beginning of construction.

“We continue to compete for the most attractive
FSRU projects for our two uncommitted
newbuildings with the objective of having
established long-term employment at the time of
their delivery,” president and chief executive
Sveinung Stghle said.
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The owner has redeployed FSRU Hoegh Giant,
originally set to service the Ghana contract, on a
three-year charter with Gas Natural Fenosa which
began in February.

Separately, its eighth FSRU, Hoegh Esperanza, was
delivered in April and is now set to start a three-year
charter with an unnamed energy major on a hybrid
FSRU/LNG shipping basis.

“This contract will ensure that the unit will be put to
seasonal use as an FSRU with corresponding rates,
with intervening periods of guaranteed utilisation
[as a LNG carrier],” Mr Stghle said.

When profit attributable to non-controlling interests
is taken into account, Hoegh LNG’s net profit rose to
$13.2m in the first quarter, from $11.4m in the same

FSRU'’s sole owner. The New York-listed MLP
recorded time charter revenues of $35.1m in the
same period of last year.

Net profits increased to $21.7m from $16.2m.

The MLP is in discussions with Egyptian Natural
Gas for the early termination of a five year-charter
for FSRU Hoegh Gallant, which began in April 2015,
as Egypt’s domestic gas production increases.

Hoegh Partners chief executive Richard Tyrrell
remains bullish on the sector’s future prospects,
though.

“New LNG production facilities in the US and
around the world are driving LNG volumes to new
records with much of the new volumes going to

period of last year.

Total revenue increased to $72.3m from $68.7m,

China where regasification facilities are running at
close to, or sometimes above, nameplate capacity,”

Mr Tyrrell said.

supported by the Hoegh Giant charter.

“Earnings came in on the strong side due to lower

“More broadly, we continue to see strong interest in

financial expenses,” Arctic Securities said in a note.

Hoegh LNG Partners, the master limited
partnership sponsored by Hoegh LNG, reported
time charter revenues of $34.9m in the first quarter
after acquiring 49% of Hoegh Grace to become the

LNG and FSRUs from a diverse range of markets.

“While some tendering processes have been

lengthier and more complex than initially projected,
we firmly believe that the underlying economic,
environmental and practical case for delivering LNG
through FSRUs remains solidly in place.”

IN OTHER NEWS

Frontline posts first-quarter losses on
weak spot earnings

FRONTLINE slumped into the red
in the first quarter with its vessel
earnings plagued by oversupply
of tonnage and the Organisation
of the Petroleum Exporting
Countries' supply cut.

The Oslo- and New York-listed
tanker giant recorded a net loss
of $13.6m on total operating
revenue of $169.6m, compared
with a net profit of $27m on
revenue of $177.1m in the year
earlier.

“The spot rate environment was
weak in the first quarter as
inventory draws impacted a
freight market that was already
suffering from high fleet growth,”
Frontline Management chief
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executive Robert Hvide Macleod
said in a quarterly report.

Ship Finance International takes four
neo-panamaxes

SHIP Finance International, John
Fredriksen's New York-listed
leasing operation, has acquired
four 14,000 teu containerships
and their long-term time charters
to a leading Asian container line.

No details of the vessels, seller or
carrier were given, other than to
say the ships are modern eco-
design neo-panamaxes built in
2014. The time charters on the
vessels run through to 2024, with
the option to extend for an
additional 18 months, and the
sellers will be paid in cash and
4m newly issued shares in Ship
Finance.

“Our fixed-rate charter backlog
will increase by nearly $450m
and the earnings before interest,
tax, amortisation and
depreciation contribution from
these new vessels is estimated to
approximately $60m per year,"
Ship Finance said in a statement.

AET secures $578m credit facility for
capex spending

AET, the oil tanker arm of
Malaysian state shipping giant
MISC, has concluded a $578m
revolving credit facility
coordinated by Standard
Chartered to fund its newbuilding
and vessel acquisition
programmes.

According to a statement from

Standard Chartered, the facility
comprises a syndicate of BNP
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Paribas, DBS Bank, ING, OCBC,
Société Générale and Sumitomo
Mitsui Banking Corp.

“This is our first facility to fund
our committed capital
expenditures and it's
encouraging to note the
oversubscription to this facility
and the partnership extended,”
said AET chief financial officer
Johan Munir in the statement.

Strike at India's major ports deferred
until June 20

A PROPOSED indefinite strike at
12 major state-run ports in India
has been deferred until June 20
after the union reached a
provisional settlement with the
government.

The tentative agreement came
after officials from the Indian
Ports Association met
representatives of the national
federations of port and dock
workers in Mumbai to discuss
and resolve the workers' charter
of demands.

The IPA has made assurances
during that meeting about
resolving most of the workers'
issues. The shipping secretary is
likely to hold a dialogue with the
labour unions on June 18 to
settle the port workers' demands
and revise the existing wage
structure and other service
conditions, including pension
benefits.

Yangzijiang shares rise 4.3% after
stock buyback

THE value of Yangzijiang
Shipbuilding stocks has
rebounded after the Singapore-
listed company bought back 5m

of its shares on Wednesday.

The share price closed at S$0.96
on Thursday, a 4.32% increase
from the day earlier.

The buyback came as
Yangzijiang, China's largest
non-state owned shipbuilder,
saw the price of its shares drop
13% in a week to a 15-month low,
amid an industry outlook that
remains relatively challenging.

To give confidence to investors,
the company said in an exchange
filing that the shipbuilding
recovery had not stopped and
there was a continued healthy
amount of newbuilding inquiries.

Maersk Honam containers released to
customers

MAERSK's 15,226 teu Maersk
Honam, which was hit by an
explosion and fire on March 6,
has completed discharge
operations following berthing at
Jebel Ali in the United Arab
Emirates on May 27.

Discharge operations are
completed now and first
containers have been released
for onward transport.

“Maersk Line is in constant
dialogue with affected
customers,” Maersk said in a
statement. "Containers which
have been declared sound and
for which all general average and
salvage securities have been
submitted are being released
now and will be loaded on other
vessels for transport to their final
destination.”

The condition of the vessel will
be further evaluated but Maersk

said its intention was to repair
the vessel.

IM Skaugen seeks protection from
Singapore court to start restructuring
IM SKAUGEN is seeking approval
from a Singapore court to initiate
its debt restructuring process
after the Norwegian tanker owner
was given the go-ahead by the
majority of its creditors.

The application at the Singapore
high court means the company
automatically qualifies for a
30-day grant that will apply
against creditors' claims.

The Oslo-listed company said
that in the following weeks it
would seek approval from the
Singapore court to extend the
moratorium.

TT Club boosts bottom line despite
hurricane impact

TT CLUB has booked a $7.3m
surplus for the year to the end of
December 2017, up from $5.2m
last time around. Gross earned
premiums also grew, to $181.8m
from $177.8m in 2016.

The logistics insurer's combined
ratio slipped out slightly, from
95% to 97%, while AM Best
affirmed a financial strength
rating of A- (Excellent) despite a
decline total assets from
$613.0m to $597.6m.

Chairman Ulrich Kranich said
that the marine mutual had taken
claims arising from the August
and September hurricanes in the
Caribbean and North America in
its stride, despite their impact on
a number of members.

For classified notices please view the next page.
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The race is on for improved levels of efficiency in shipping. So far the debate has
become heavily focused on next-generation technology. But the future is surely more
complex than that.

Digitalisation, data-analytics, remote operations, and connection to the Internet of Things
are viewed by many in our industry as the only option for cleaner, greener shipping.

Lloyd’s List believes there are two other key elements that need to be considered:

a deep engagement with not only the letter but also the spirit of maritime regulations, which have
been put in place to align shipping with the broader agendas of climate change, environmental
protection, and safety first.

an increasing awareness that efficiency is a result of the quality of seafarer training underpinned by
many years’ experience.

Taken together, investment in next-gen technology, engagement with the spirit of maritime regulations,
and a keen interest in seafarer expertise will ensure efficiency levels are higher than any one of these
elements alone.

At the Lloyd’s List Posidonia briefing, in Athens on Sunday June 3rd, a panel of leading personalities and
experts will discuss the merits of the various approaches to efficiency, providing valuable insight into what
it will take to succeed in our industry in the future.

Lloyd’s List Subscribers - complimentary simply use ID code:

Non-Lloyd’s List Subscriber fee €95 (includes two months full access to lloydslist.com)
Natasha Dwyer

: . J . Tel: +44 (20) 755 19175
Lloydslist.com/posidonia_briefing natasha.dwyer@informa.com
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Lloyd’s List Intelligence

Maritime intelligence | informa

The Next Generation
Lloyd’s List Intelligence Seasearcher

Do you want to identify new business opportunities ahead of your competitors?

With the Next Generation Seasearcher platform, you can use geospatial mapping tools to receive customised
alerts on global fleet port callings including vessel ETA’s. This means you can see which vessels are approaching
your locations and view their contact information to win custom before your competitors.

Seasearcher also shows you detailed ship characteristics, inspections and deficiencies, so you can anticipate the
needs of individual ships and reach out to vessels before they reach port.

The service allows you to view full vessel characteristics including:
» Physical dimensions

» Construction details

» Classification society

» Shipowner

> Vessel contact details

You can also view the deficiencies found during inspections to assess the revenue opportunity of the vessel.
When you need a granular view of all the components that make up a ships operational structure, you can rely
on Seasearcher to give you the most accurate and detailed data possible to win new business.

To find out more, please call +44 (0)207 017 5392,
email info@lloydslistintelligence.com or visit info.lloydslistintelligence.com
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