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Seatrade found quilty of
violating EU waste regulation

IF THEY HAVE not already done so, shipowners should be adding
compliant ship recycling to their lengthy list of regulatory obligations,
after the Seatrade Group was found guilty of violating the European
Union Waste Shipment Regulation.

A Dutch court has issued hefty fines and a 12-month professional ban
against two company directors, in the first successful prosecution of a
shipping company under this regulation.

With authorities investigating similar cases in the UK, Norway and
Belgium, a shipping legal source knowledgeable in EU law said there
now had to be an increased risk of a domino effect of greater legal
scrutiny for shipping compliance with this regulation in other EU
countries, because it has now happened and there is a clear blueprint
laid out, providing a role model for prosecutors elsewhere.

That, however, will depend on variation in the difficulty of levying
charges in other jurisdictions and potentially on the priorities of other
countries’ prosecutors.

Beginner’s luck and misfortune

In mid-February, a Dutch prosecutor charged Seatrade with violating
the EU regulation when in 2012 it sent four vessels from the ports of
Rotterdam and Hamburg for ultimate scrapping in India, Bangladesh
and Turkey.

Although Seatrade had sold the vessels to another owner before they
went to scrap, the punishment was handed out on the basis of
Seatrade’s intention to scrap the vessels and thus violate the EU
regulation that delineates the procedure for waste export from the bloc
and essentially bans sending waste to countries outside the
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Organisation for Economic Co-operation and
Development.

While Turkey is in the OECD, waste exporting
companies need to fulfil a number of other
requirements, including acquiring exporting
licences.

While the court concurred with the prosecutor’s
assessment, it did not apply the level of punishment
prescribed in the charges.

Out of the three Seatrade executives initially
charged with six-month prison sentences, one was
acquitted of all charges and neither of the remaining
two received prison sentences.

The two directors were, however, prohibited from
working for the next 12 months and were ordered to
pay a €50,000 ($61,700) fine each, a spokesperson
for Seatrade said.

The spokesperson said six Seatrade subsidiaries had
been fined between €100,000 and €750,000 for
their involvement, though the spokesperson could
not specify the exact fines.

The court emphasised that the prison sentences had
been waived because this was the first criminal
prosecution over the transfer of waste.

The prosecution had also proposed penalties
amounting to a combined €2.55m for all four vessels
but Lloyd’s List understands the ultimate fines were
slightly lower.

Seatrade will now study the verdict and consider its
position. It will likely appeal the case at The Hague,
the spokesperson said.

Complacency is no longer a luxury
Stakeholders from across the board appear to agree
that this is a moment of reckoning for shipowners
and the overlooked obligations they are bound by
when scrapping vessels.

Ingild Jenssen, director at NGO Shipbreaking
Platform, which is considered the leading voice in
opposing beaching for ship recycling, said the
decision sent a clear signal that owners need to
beware of the legislation, noting that next time
prison sentences may not be avoided.
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The shipping legal source observed that a lot of
shipowners have probably not paid too close
attention to the specific regulation, unlike
stakeholders in the offshore industry.

This decision is going generate interest among
shipowners and will be a wake-up call for those who
do not have scrapping on their radar, forcing them to
be more diligent in complying with regulation, they
said.

Part of the lethargy has been due to the enforcement
side, which has been lacking both globally and in the
EU until recently, and therefore has not really
registered on anyone’s radar.

Nikos Mikelis, non-executive director at GMS, the
world’s largest cash buyer, also characterised the
decision as a game-changer because shipowners will
have no option but to be more diligent in their
decision-making.

Until now, shipowners were not generally paying
much attention to ship recycling and have not
actively pushed the ratification of the Hong Kong
Convention, the proposed international regulation
that establishes requirements for global ship
recycling.

The Dutch court’s decision decisions may spur
owners to pressure their governments to ratify the
HKC, Mr Mikelis observed.

Mr Mikelis questioned the thinking behind the
court’s decision given that the WSR will soon be
obsolete for EU-flagged vessels.

The EU ship recycling regulation that is already in
effect bans beaching, a practice used by the ship
recycling facilities in the five main ship recycling
countries, and will soon replace the WSR for EU-
flagged vessels.

The heart of the regulation lies with the European
Commission-sanctioned list of ship recycling
facilities where EU-flagged vessels can be scrapped.
The list currently includes 18 EU shipyards but the
commission is expected to add non-EU shipyards, by
the end of this year.

The EU ship recycling regulation will only replace

the WSR for EU-flagged vessels and the WSR will
continue apply to non-EU flagged vessels.
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WHAT TO WATCH

Maersk changes stowage plans

after deadly blaze

MAERSK Line is to stop stowing dangerous cargo
close to a ship’s accommodation block and engine
casing.

The policy change will be imposed until it is
established what caused a devastating fire on the
15,262 teu Maersk Honam which cost the lives of
five crew members.

The blaze, which broke out early last week, is now
under control, Maersk said, with salvage teams on
board to extinguish the fire altogether.

The Danish line confirmed that hazardous freight
was on board, and stowed in accordance with
International Maritime Dangerous Goods code
requirements.

There is no evidence at this stage that dangerous
cargo caused the fire, the line said.

It said the new stowage arrangements have been
taken as a precaution.

Meanwhile, plans are being made to tow Maersk
Honam to a suitable port, although which one has
not yet been decided.

The vessel was heading from Asia to Europe, and
was about 900 miles southeast of Salalah, when
cargo in one of the forward holds caught alight.

Most of the crew evacuated the ship when the fire
could not be brought under control. One person died
and another four were declared as missing. The
remains of three of those four have since been
found.

In addition to changing stowage plans, Maersk said
it would also be inspecting certain containers and
has asked customers for their co-operation.

Those to be inspected share a shipper or forwarder
and commodity combination that matched
containers in the specific cargo hold where the fire
started.

“In total, we expect to complete around 150 such
inspections,” Maersk said in a statement to Lloyd’s
List. “We have informed our customers and asked
for their co-operation in regard to these short-term
measures we are taking.”

Maersk added that crew members have been cleared
to travel home. Two who were in hospital have now
been discharged and transferred to a hotel.

Italian banks ditch zombie shipping debt

ITALIAN banks are increasingly using the current
rise in sale and purchase values to offload non-
performing shipping loans, with Unicredit and Intesa
leading the sellers and US and Far East funds
heading the market for any bargains, according to
ship finance sources.

As Lloyd’s List reported in late 2016, something like
90% of the top 50 Italian owners are either
restructuring or technically insolvent, and since then,
a number of individual companies have seen their
woes hit the headlines.

Traditionally, Italian family shipping firms have been
able to secure mortgage financing for up to 80% of
vessel value. While that worked well in better times, it
has left them heavily dependent on the continuing
goodwill of their bankers.

Meanwhile, the problems facing Italy’s banking sector
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in recent years have been widely publicised, with the
European Central Bank now demanding that it sets
aside greater reserves to meet bad loans.

Various tactics are being used to overcome the
situation, including maturity extensions and debt-for-
equity swaps. But increasingly, NPLs are finding their
way onto the market.

Soo-Cheon Lee, chief investment officer at SC Lowy,
an international banking and finance group
specialised in fixed income, confirmed that his
company was now “in active talks with the banks” as
opportunities have emerged in recent months to
restructure the debts.

Mr Lee was the key figure behind the reorganisations
that helped both Pan Ocean and Korea Line to
emerge from bankruptcy and eventually be sold a few
years ago.
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Many Italian owners defaulted several years ago, but
the banks have not been ready to engage in a clean-
out until now, according to Mr Lee.

He declined to name specific entities, as the
discussions are still at an early stage.

But he said most target companies involved were
small private owners, primarily in the dry bulker and
tanker sectors, each with 10-15 vessels and an
outstanding loan worth between $200m and $300m.

According to Mr Lee, the restructuring process led by
shipping creditors in Europe proceeds more slowly
than the cases he experienced in South Korea.

A key factor at work is that banks need more time to
make provisions for impairment losses on the loans
and ship collaterals, incurred during the latest
market trough.

But the increasing readiness of the Italian banks to
dispose of shipping books suggests that provisions
are now exceeded by underlying asset value, thanks
to the recent recovery in ship prices, especially in the
dry bulker sector.

“So basically they can now afford to sell,” Mr Lee
said.

The price for a five-year panamax bulker carrier has
rebounded to $18.5m at the last count, up from $13m
two years ago, according to Clarksons data.

The tanker markets are in a different cycle, but value
for secondhand tankers, excluding VLCCs, have also
moved up in general since mid-2016, albeit at a tepid
pace.

ECB regulation

Another motivation for sale comes as the ECB in
October requested that eurozone banks from this
year set aside more cash to cover newly classified bad
loans.

Gennaro Mazzuoccolo, a partner in the Milan office
of Norton Rose Fulbright, said that his law firm was

working on a number of restructuring deals.

Among NRF’s clients is Deutsche Bank, which is
known to have bought a number of positions in the
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Italian shipping market. Investments include a $9om
NPL owed by Ravenna-based Gestioni Armatoriali,
purchased from fellow Germans Commerzbank in
2015.

Earlier this year, Gestioni — which controls nine
bulkers and three medium range oil and chemical
tankers — saw New York’s Taconic Capital join its
roster of creditors, after the latter picked up a $49m
tranche from Ubi Banca.

Also on the record is that KKR bought into Premuda
through its Italian unity, Pillarstone Italy, in 2016.

It is no secret that Italy’s most troubled bank is Monte
dei Paschi di Siena, actually the oldest bank in the
world. Despite needing a government bailout as
recently as last year, MPS was able to return to the
debt markets in January.

Rated CCC by both Moody’s and Fitch, its bonds are
considered on the lowest rung of the junk ladder. But
its ability to find takers underlines the fact that there
is a market for such paper, largely on account of the
implicit backing that comes from 70% state
ownership.

MPS is currently in the process of shifting $26bn of
NPLs. Historically, it has been a lender to all major
Italian owners, so chances are high that shipping debt
will be up for grabs as a result. It is, for instance,
known to have involvement in the unfolding situation
at Bottiglieri.

According to Mr Mazzuoccolo, the biggest Italian
bank lender to shipping is Unicredit, followed by
Intesa, with the latter some way behind.

“Unicredit has the biggest portfolio here in Italy. They
are still doing some new financings, although not that
many, and very few compared with the past,” he
added.

On the other hand, Unicredit’s German acquisition,
HypoVereinsbank, has been a seller of shipping debt
for some time.

With perhaps fewer than half a dozen Italian
shipowners left in good financial shape, Mr
Mazzuoccolo expects the present sell-off trend to
prevail for the time being.
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Sabrina Chao urges shipping industry

to think big on China

THE shipping industry should seize the long-term
opportunities offered by China, Wah Kwong
Maritime Transport Holdings executive chairman
Sabrina Chao has urged.

“China and Asia will continue to be the engine room
of world trade for years to come,” Ms Chao said
during a speech at the Connecticut Maritime
Association gala dinner in Stamford.

“This is not something to be feared, but an
opportunity waiting to be seized and an opportunity
that the global shipping industry can embrace.”

China’s ambitious belt and road initiative would
continue to drive that opportunity, Ms Chao said.

“Belt and road is not a snappy phrase. It is real and it
is happening now.”

Launched in 2013 the policy involves China
underwriting billions of dollars of infrastructure
investment in countries along the old Silk Road
linking it with Europe. China is thought to be

spending roughly $150bn a year in the 68 countries
that have signed up to the scheme, according to the
Economist newspaper.

Ms Chao also paid tribute to the tradition of family-
run shipping businesses in Hong Kong and recalled
a debate in London two years ago in which past
commodore Paddy Rogers argued that family
shipping was dead. She politely disagreed.

“The long term view of investments in both ships
and people that is perhaps not so dependent on
quarterly results, is something in which the industry
will continue to benefit from.

“We might not be as active or high profile of some of
the public companies, but the longevity of some of
the traditional private owners suggest we have done
something right.”

Ms Chao was named CMA Commodore at the event.
She joins previous past presidents Chembulk’s Jack
Noonan, Euronav’s Paddy Rogers, and Tsakos’
Panagiotis Tsakos among others.

OPINION
Send for an apprentice

NATIONAL Apprenticeship Week ended a few days
ago and it was good to see Carnival’s David Dingle,
wearing his Maritime UK hat, singing the praises of
this ancient but wholly relevant method of training
another generation of marine industry people,
writes Michael Grey.

Let’s hope his message resonated with all the right
folk.

Because it is both topical and timely, at a time when
at long last, people are beginning to question the
nonsensical notion that “all must have degrees” and
that any “ology” is better than a practical and useful
qualification that prepares people for the world of
work.

It would be good to see the snobbishness associated
with apprenticeship when compared to time served
at what passes for an institution of higher education
take a beating, for it is long overdue. It probably
won’t happen until the kudos given to schools and
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sixth-form colleges for getting their young people
into a “university” are abolished, or at least made
equal to those whose pupils move into a proper
apprenticeship.

In the marine industry, as David Dingle says, there
are huge numbers of careers that ought to be started
as a part of an apprenticeship process, whether it is
called by this term or something more modern.

Years ago, we got a bit hung up about “indentured
labour” , which was looked down by the professions,
substituting “cadetships” or even “trainees” , but any
of them was a practical and effective way of training
successive generations.

We also got a bit confused, dare I suggest it, by the
demand to “enrich” what was a very adequate
syllabus to qualify for degree status, something that
was enthusiastically advocated by the colleges even
though employers tended to remain cool about the
need for such qualifications.
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Experience has tended to demonstrate that those
running educational establishments are the last
people one should ask about the relevance of any
qualifications that are on offer.

We can look at maritime sectors elsewhere for some
ideas about how apprenticeships can be made really
worthwhile and give both employees and employers
what they need. It would be good to see the UK more
closely scrutinise German industry, where high
flying professionals don’t necessarily progress
through the university system, but serve cadetships,
reinforcing practical on-the-job experience with
evening classes and other activities.

It would be difficult to argue that the UK system,
where a degree is seen to be the norm, is any better
than the training given to a whole range of German
marine professionals at a fraction of the price to
employers and those being trained.

Mad Blairite rush

The really sad thing is that here in the UK we once
had a wonderful system of apprenticeship training,
reinforced by graduated learning, through
polytechnics, technical institutes, offering
recognised national vocational qualifications that
could serve as the building blocks of a craft or
profession.

Somehow, in the mad Blairite rush to get everybody
into a university, during which time even the most
unlikely institutions found themselves “promoted”,
their senior officials enjoying status and amazing
rewards (which are only now being questioned) the
whole point of vocational education was lost.

It is difficult to know how this ridiculous process can
ever be unravelled, other than by building up the
vocational alternatives, so that young people can see
their job prospects are visibly better as a result of

going down this route. At the same time, industry
and employers in general have to step up to the plate
and ensure that the apprenticeships are made
available.

Too many have just opted out of their
responsibilities in this respect, regarding trainees as
a cost rather than as a very necessary investment for
the future. In a world divided into “trainers” and
“poachers”, who just steal people trained at
somebody else’s expense, the latter are far too
prominent. Making the availability of
apprenticeships something of a badge of good
corporate governance might be a good place to begin
and could be something of a trend setter. And if the
university system in the UK starts to realise that it is
just not delivering value for money, which it
manifestly is not, that might give apprenticeship a
much-needed boost.

It also helps a good deal if those making decisions
about the possibilities of apprenticeships can learn
about what is available, preferably from young
people in the system, which is far better that the
often useless advice provided from schools and the
pointless propaganda eructed from institutions of
higher education. Maritime UK has produced a
number of profiles of current apprentices in a range
of different areas and it is difficult to suggest that
these young people would have been any better
served becoming hugely indebted at a university.
They almost certainly would have lacked the
experience and usefulness to their employer that is
evident in these individual profiles.

So all power to the various schemes that aim to see
vocational maritime training burgeoning in the UK.

Apprenticeship has a long and honourable history
and hopefully, a good future.

MARKETS

Six weak months ahead for product

tankers, MSI predicts

THE product tanker markets will face six months of
soft earnings ahead, with high inventories of
petroleum products curbing vessel movement,
Maritime Strategies International said in its latest
monthly forecast.

The one-year period charter rate for a medium range
vessel will stay around $14,000 per day during
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March-August, little different from the 2017 average
of $13,200, according to the London-based
consultancy.

Spot time charter equivalent earnings for a long
range one ship on the Middle East-Japan route are
expected to rise to $10,100 per day in August from
the February average of $7,800, and those for an MR
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to increase to $11,400 from $9,400, suggesting a
weak recovery in spot trading

The latest official data showed commercial product
inventories at Organisation for Economic Co-
operation and Development member states stood at
1.4bn barrels in January, down 120.6m barrels on
year but up 1m on month.

MSI pointed out that the US exports markets — the
merging demand driver for MRs — were particularly
disappointing, with total exports of finished gasoline
down 6% and distillates down 17.8% on year in
February.

US gasoline stocks were up 7.6% at the beginning of
March versus the end-2017 level.

“Further stockbuilds of products are not good news
for the market — mediocre conditions are forecast to

characterise the product tanker market,” the forecast
report said.

As for the long range market, MSI expected Middle
Eastern exports to show limited gains even as Saudi
Arabia’s 400,000 barrels-per-day refinery in Jazan is
due to be commissioned later this year.

“The effect of this project is unlikely to be felt until
2019,” MSI said.

However, the consultancy highlighted Russia as a
potential bright spot due to refinery upgrades in the
country, with low-sulphur diesel flows to Europe
under watch.

Citing figures from Vygon Consulting, MSI said light
products exports from Russia were expected to
increase 12% to 106m tonnes this year.

IN OTHER NEWS

Teekay tankers to consider distillates
for low-sulphur rules

TEEKAY tankers is considering
distillate to meet emission rules
that come into force in 2020,
according to Ashley Noronha, the
company's regional commercial
operations manager.

“We are certainly not going to
modify our existing vessels for
liquefied natural gas and there is
not enough time left to install
scrubbers, so the majority of our
vessels are going to use
distillates,” Mr Noronha said at
the Asia Pacific Maritime
conference in Singapore. “We will
also be looking at increasing the
number of bunker tanks in our
existing fleet by comparting and
other modification methods."

He said he believed low-sulphur
distillates would be easily
available in the coming years, but
the question now was about
pricing.

Massey to retire from MCA

UK MARITIME and Coastguard
Agency chief executive Sir Alan
Massey is set to retire towards

Lloyd's List | Daily Briefing Friday 16th March

the end of 2018, Lloyd's List
understands.

The Department for Transport,
which oversees the MCA, is
expected to appoint a successor
before Sir Alan's departure.
However, it is understood that the
role has not yet been advertised.

Lloyd's List has sought comment
from the Department for
Transport. An announcement is
thought to be imminent.

APL and K+N join the blockchain
bandwagon

A GROUP formed by container
carrier APL and freight forward
Kuehne + Nagel has successfully
tested a blockchain solution,
aiming to eliminate shipping
documents and save logistics
costs.

The group said it had
collaborated on 12 real
shipments, with various
destinations and regulatory
requirements, with the test
proving that blockchain could
reduce operating costs and
increase supply chain visibility.

Moving international cargo from
industries such as automotive,
retail or consumer goods
typically requires more than 20
different documents, while 70%
of the data can be replicated.

Busan to open maritime arbitration
centre

BUSAN plans to open South
Korea's first maritime arbitration
centre in in a move to nurture the
city as an Asian maritime hub
comparable with Hong Kong or
Singapore.

The Asia Pacific Maritime
Arbitration Centre will be located
in Busan International Finance
Centre and be co-operated by the
Korean Commercial Arbitration
Board. It will open at the end of
this month.

Initially, the city will be mainly
responsible for the centre's
public relations and promotional
tasks while KCAB will focus on
passing on its experience in
maritime arbitration to the centre.

Ecsa and WSC push EU to unify port
reporting
GLOBAL and European shipping
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lobbies are partnering up to
pressure the European
Commission to produce an
effective set of uniform reporting
requirements and procedures at
European Union ports, in a move
aimed at easing the current

administrative burden on vessels.

The World Shipping Council,
boasting 90% of global liner
shipping capacity, joined the
European Community
Shipowners' Associations in
urging the EU's regulatory arm to
generate a "European Maritime
Single Window" via its proposal
for a revised EU Reporting
Formalities Directive, expected in
early May 2018.

The groups contend that vessels
calling at EU ports are currently
faced with a cumbersome
reporting process, with different
ports — sometimes in the same
country — having unique
reporting requirements.

Gener8 Maritime posts loss amid
lower charter rates

GENER8 Maritime sank to a
$45.4m loss in the fourth quarter
of last year compared to net
income of $5.8m in the same
period a year earlier as it battled

weaker charter rates and saw a
loss on the disposal of vessels.

The tanker operator, which has
agreed to merge with Belgium-
based rival Euronay, also faced
bigger losses from the sale of
vessels in the three months to
the end of December of §25.2m,
compared to a $14m loss a year
earlier. The full-year loss for 2017
came to $168.5m, from net
income of $67.3m over 2016. Its
adjusted net loss was $18.6m for
the quarter and $20.9m for the
year.

The company's average daily
time charter equivalent rate on a
full fleet basis declined to $21,104
in the fourth quarter from $28,190
in the year-ago period. It
currently has a fleet of 30 wholly-
owned vessels comprising 21
VLCCs, six suezmaxes, one
aframax and two panamax
tankers.

DSME wins $365.4m order to build
two LNG carriers

SOUTH Korea's Daewoo
Shipbuilding & Marine
Engineering has won an order to
build two liquefied natural gas
carriers worth Won389.9bn
($365.4m).

DSME is scheduled to deliver the
vessels to a shipowner in
Oceania by April 30 2021, the
shipbuilder said in a filing.

DSME won an order to build two
very large crude carriers worth
$170m in early March while
scoring an order to construct
three VLCCs on February 28. It
also bagged an order to build two
liquefied natural gas carriers
worth Won394.3bn a day before.

Pyxis improves in fourth quarter
PRODUCT tanker owner Pyxis
Tankers has posted a reduced
fourth-quarter loss and sees a
gentle improvement in the market
later this year.

With an eye on that, the Greece-
based owner has chartered all
four of its medium range tankers
on short period contracts at
“decent” rates.

“We expect chartering activity to
continue to be choppy but with a
modest upward trend, especially
for the second half of the year,"
said chief executive Eddie
Valentis, who also owns 81% of
the company's common stock.

For classified notices please view the next page.
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