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Liner carriers cannot foot the
bill for IMO 2020, says Saadé

RODOLPHE SAADE HAS reaffirmed the stance that liner shipping
carriers will not swallow the extra costs incurred by the global sulphur
cap.

“In order to be compliant and follow the rules, we need to pass on this
expense to our customers,” the CMA CGM chief executive told the
World Shipping Summit, hosted by Cosco Shipping in Shanghai.

The new legislation, to be implemented by the International Maritime
Organization from January 2020, is expected to cost about $60bn for
the entire transport industry and $15bn for container shipping.

However, Mr Saadé added that carriers had to be “extremely
transparent” in that process, to explain clearly to their shipper clients
about what and why they also have to pay for the environmental
regulations. He did not elaborate further.

A recent study by industry analysts Drewry found that 56% of
respondents do not believe that the current methods of fuel cost
recovery are ‘sufficiently fair and transparent’.

Maersk Line, CMA CGM and Mediterranean Shipping Co are among
global carriers that have announced plans for bunker surcharges to
compensate for the higher cost of low-sulphur fuel. That will see the
cost burden absorbed, at least partially, by the shipper.

The French line said in September that the sulphur limits were
estimated to result in additional costs of $160 per teu on average.

More recently, CMA CGM announced low-sulphur charges of $5-$70
per box based on different trades and container types from or to the
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ports of Shanghai and Ningbo, where a 0.5% sulphur
limit has been in place since October 1 this year.

However, concerns over a lack of pricing transparency
still exist under some circumstance, according to
Baltic Exchange chief executive Mark Jackson.

Charterers may or may not factor into shipowners’
spending on scrubbers when they sign the time
charter contracts, he said.

The uncertainty has also made it more difficult for
owners in the broader shipping sector to invest in
the technologies.

“Where does this cost lie? Does it lie in the asset? Or
can you pass it to the customers?” Mr Jackson said.
“At the moment these are the big questions we are
having to deal with.”

WHAT TO WATCH

Aegean warns stock may be worthless

after restructuring

AEGEAN Marine Petroleum Network was forced to
seek US bankruptcy court protection after failing to
cut a deal with bondholders over a $97m payment
due last week, according to a filing with the
Securities and Exchange Commission.

The New York Stock Exchange-listed, Greece-based
marine fuels supplier, which filed for protection
under Chapter 11 of the US bankruptcy code on
Tuesday, revealed it failed to make the $94.6m
principal repayment due on its 4% notes on
November 1, plus $2m in accrued interest.

As Lloyd’s List reported, it resulted in a cross-
default on the company’s 4.25% convertible bond,
due 2021, where the outstanding amount is believed
to be well in excess of $160m.

Further, said Aegean, the bond default has triggered
cross-defaults on two revolving credit facilities.

The company said it was also in default under its
2015 Fujairah credit facility that was originally for
an amount of United Arab Emirates’ Dirham440om
($120m).

In the same filing, Aegean warned shareholders that
it was “likely” their stock would be worthless after a
restructured company emerges from Chapter 11.

It urged “extreme caution” over making any further
investments in company securities.

The company’s share price slumped by 29% on
Monday trading in New York as the market seemed
to digest last week’s announcement that an internal
investigation had uncovered up to $300m of
misappropriations, allegedly from fraudulent
activity orchestrated by a former company affiliate.
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That was before a temporary halt to trading pending
news of the Chapter 11 filing.

According to the company, it has been struggling
with a lack of liquidity and operating constraints
since earlier this year.

Problems included a reduction in available
operating credit in March due to lenders’ concerns
about a widely-panned merger, since abandoned, as
well as a financial covenant breach and uncertainty
about $200m of receivables that have since been
described as probably uncollectable due to
misappropriation.

The issues worsened after the company’s missed
20-F financial filing for last year which led to a
tightening of vendor terms as well as curtailing
vendors’ ability to obtain credit insurance on Aegean
receivables.

Key supporter Mercuria Energy Group, which came
to the company’s rescue earlier this year, is
providing more than $532m in post-petition
financing to fund the Chapter 11 process and its
working capital needs.

Since September, Aegean has been in discussion
with an ad hoc group of noteholders in an attempt to
reach a compromise on repayment of its 2018 bond.

Mercuria’s initial proposal offered a cash recovery
equal to about 31% of the notes’ face value but this
was rejected.

Since then the two sides have exchanged alternative
proposals regarding a restructuring deal without
reaching agreement, but the discussions with
bondholders are “ongoing”, Aegean said.
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Danish shipowners address sulphur cap

‘myths’

DANISH Shipping has hit back at what it calls
persistent “myths” about the safety and availability
of compliant fuels ahead of the 2020 sulphur cap,
with one prominent Greek salvage operator casting
doubt on whether crews can adjust to the new fuel
management demands in time.

Danish Shipping executive director Maria Skipper
Schwenn said the safety implications emanating
from 2020-compliant fuels, many of which have yet
to hit the market, are only indirect and boil down to
adequate preparation.

“If your planning is poor then your switch [from
non-compliant fuels] will cause you problems,” she
said during the International Bunkering Industry
Association convention. “So it is about being
prepared and testing your systems.”

Influential industry groups such as the Union of
Greek Shipowners have raised concerns about
compliant fuel safety issues in the run-up to 2020,
including the compatibility between different fuels,
particularly in cases of blended fuels.

But Ms Skipper Schwenn noted that fuel
compatibility has never been a guarantee and is not
a new feature.

The International Standardisation Organisation
announced earlier in the year that its existing
standard of marine fuels, the ISO 8217, covers both
0.1% and 0.5%.

Adherence to ISO specifications does not guarantee
fuels will not create problems and the ISO had also
noted that it is up to the crew to manage
compatibility between different fuels.

Failure to lobby

As various corners of the industry continue to
express fears over the sulphur cap, Tsavliris Salvage
Group principal George Tsavliris lamented what he
deemed to be the slow response of the industry, and
in particular Greek shipowners, when the sulphur
cap was under consideration.

“They should have complied with much more
lobbying, more meeting the regulators and just
trying to bridge the gap to see what you want to do
and what can be done,” he said during the panel
discussion.
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But Mr Tsavliris also doubted that crews can adapt
their technical expertise and know-how to these
“rather erratic changes”.

He said that according to the UGS, about 240
Greek-controlled vessels have experienced fuel-
related issues in the past three to four months.

Ms Skipper Schwenn remarked that if Greek
shipowners have faced such problems it only proves
that it is crucial to start preparing for the new reality
by investing in and training crews to avoid similar
problems with the new fuels.

“Because we do not have the same experience among
our members,” she said.

Mr Tsavliris also claimed to have seen a large
increase in engine breakdowns owing to the special
sulphur rules in the US west coast. The United
States has had a 0.1% sulphur emissions control area
since 2015.

“We as a salvage and emergency response
contractor, over the last three weeks have been
involved with three casualties, by engine
breakdown, which were fuel orientated,” he said.

But IBIA director Unni Einemo noted that the
scale of the problem around the west coast was
greater prior to the ECA introduction, when
California imposed coastal sulphur emissions rules
and there was a period of spiked engine blackouts
related to fuel switches, which can be technically
complicated.

“As the ships arriving at the California coast got
used to this, increasingly the crew had the
awareness and I think those incidents dropped off,”
she said.

ECA zones are often touted as templates for
enforcement of the new global cap, though there are
concerns as to whether other regions worldwide will
be vigilant in implementation.

Danish Maritime Authority special adviser Clea
Henrichsen said Denmark, which is also within a
0.1% SECA zone, has recorded a 95% compliance
ratio since it came into effect and a 50% decline in
sulphur content in the air.
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There have been nine violations in 2018 and 30 in
total, according to Ms Henrichsen. The country has
issued 10 fines, which typically range from
30,000DKr ($4,612) to 75,000DKTr.

Denmark will consider, possibly later this year, a
proposed law to publish the name of the SECA’s
gross violators.

OPINION

Shipowners see 2020 compliance as

a business-wide issue

SHIPOWNERS preparing for compliance with the
International Maritime Organization’s sulphur cap
from 2020 advise that the issue must be addressed
across the entire business, not just by the technical
department.

According to Claus Kesting, head of bunker
procurement at J. Lauritzen, there are six
departments involved: the technical, vessels,
operations, finance, chartering and bunkering
teams.

“The technical department needs to plan for tank
cleaning, operations needs to know where to source
the cheapest fuel, and finance has to plan for more
expensive product with effect from the last quarter
of 2019,” Mr Kesting told the annual convention of
the IBIA, the bunker industry association.

He explained how decisions are currently made on
price because the bunker product is more or less the
same.

“In the future, it will be: who do we trust and which
suppliers have financial strength in case it all goes
wrong? The focus will switch to quality, although
price won't disappear.”

J. Lauritzen buys about 450,000 tonnes of bunkers
a year, lifting fuel oil in 250 ports from more than
100 suppliers. Planning for change began in 2016.

“We gathered as much information from refiners
as we could, read all the articles, and sat down to
make a decision about compliance,” said Mr
Kesting.

The company’s ships are too small for scrubbers, he
said, as cargo capacity would be lost and payback
time would be too long. Further, as smaller ships
call at minor ports, there can be no guarantee that
heavy fuel oil would be available.

The solution fell between low-sulphur gas oil and
very low sulphur fuel oil.
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The question then became: would VLSFO be widely
available in 2019 or only in 2020? Then there are
considerations of specifications and quality, and the
fact that “what works on one ship might not work on
another”.

Garry Noonan, technical manager at Ardmore
Shipping Services, the Ireland-headquartered
operator of MR tankers, described it as “the 2019
problem, not the 2020 problem”, and agreed that
businesses need to take a holistic approach.

“Marine gas oil is the easy solution, but the finance
guys say it’s too expensive,” he told the IBIA session.
“Scrubbers don’t make sense financially, and it’s very
costly to retrofit for alternative fuels.”

Among the many considerations for Ardmore are
exactly when to stop supplying HFO, when to run
down the bunker tanks and clean them sequentially.

“Cleaning the tanks is a priority but it’s expensive if
we get the timing wrong,” Mr Noonan stressed.

Ardmore has invested in training its crews to clean
the tanks without external help.

Despite the problems, Mr Noonan said many of the
changes have already been made to comply with
0.1% requirements in ECA zones.

Charlotte Roygaard, global technical manager at
Bureau Veritas, dealt with some of the industry news
reports that have been creating chatter in the build-
up up to IMO 2020.

In particular, she focused on incidents affecting 100
vessels after lifting bunkers in Houston, Panama,
and Singapore during 2018.

“The real culprits haven’t been found,” she said,
adding that the surge of incidents quickly
disappeared. Ms Raygaard pointed out that the
media had played a part in what she called “panic

situations”. “There were many articles but they were
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unsubstantiated. Few of the ‘facts’ were checked. As
a result, shipowners demanded debunkering based
on trace concerns.”

For all three speakers, the key to a smooth
changeover will be investment in training crews to
monitor, test, and record fuels.

ANALYSIS

World boxship fleet update: Deliveries slide

Into new year

THE growth rate of the world containership
fleet slowed in October, but still added another
79,000 teu to reach 21.6m teu at the end of the
month, according to figures from Lloyd’s List
Intelligence.

As usual, ultra-large tonnage made up the majority
of the new capacity in the fleet, with two vessels of
over 20,000 teu — the 20,600 teu CMA CGM Louis
Bleriot and the 20,038 teu Cosco Shipping
Sagittarius — making up half the new capacity.

According to data from Alphaliner, the total capacity
of new ship deliveries for the first 10 months of 2018
came in at more than 1.2m teu.

“A further 140,000 teu is still expected to be
delivered in the past two months of 2018, bringing
the full year deliveries to some 1.4m teu, against
1.2m teu in 2017,” Alphaliner said. “The bias remains
towards large ships, with ships over 10,000 teu
aggregating 83% of the capacity to join the fleet this
year.”

Orders, however, have tailed off a little, at least for
October.

There are three 15,000 teu units on order at
Hyundai Samho Heavy Industries, understood to be
part of Eastern Pacific Shipping’s order for seven
vessels of this size as the Idan Ofer-led company
seeks to renew its fleet.

Further down the size scale, there is a noticeable
appetite for smaller feeder and specialist tonnage.

Banana behemoth Del Monte has placed an order for
six 1,300 teu full-reefer ships at CSSC Huangpu
Wenchong Shipbuilding. The vessels will be
delivered from November 2019 onwards.

These represent the trader’s first foray into owned
containerships, as up until now it fully relied on
conventional reefer ships with on deck container
capacity and chartered cellular tonnage.
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It also has two conventional reefer ships in its order
book, which, with an estimated capacity of 900,000
cu ft, will be the biggest ever built, according to
analysts at Dynamar.

Elsewhere, feeder container operator SITC
International Holdings has placed an order for
another three containerships from Yangzijiang
Shipbuilding yards for $87.9m, although these were
confirmed too late to make it into October’s figures.

The Hong Kong-listed firm said in a stock market
announcement that the construction of the 2,700 teu
vessels would boost its owned fleet and help it meet
increased demand.

The three vessels are scheduled for delivery in
October and December 2020 and February 2021,
respectively. SITC had previously ordered six 2,400
teu vessels from the same builder between
November 2017 and June 2018, at a price range of
between $25m to $29m per vessel.

But while the containership orderbook remains
strong, there are concerns that many of the vessels
due for delivery this year will slip back into next
year.

VesselsValue estimates there are containerships due
for delivery this year that will be pushed back into
the new year.

“Vessel deliveries typically slow down towards the
end of the year. If shipowners wait a few weeks,
allowing the delivery to slip into the new year, the
vessel is considered a whole year younger,” Vessels
Value said.

That delay won’t make much difference to the
continued overhang of orders facing containership
operators, however. While the orderbook remains at
historically low levels, the outlook for the larger
classes of vessels remains murky, because there
remains another 1m teu of capacity on the
orderbooks for vessels of more than 18,000 teu
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alone, with nearly half of that due to arrive before
the end of next year.

Unless there is a rapid increase in demand on the
Asia-Europe trade where these ships can be
employed, owners will be lumbered with a serious
glut of tonnage. While cascading can absorb some of
this, it also simply pushes the problem down onto
other trades that are already facing the same
problems of excess capacity.

Scrapping excess tonnage could help alleviate the
problem, but 2018 has been a year with low levels of
demolition compared with the bloodbath of 2016-
2017. Just two ships, comprising 4,500 teu went to
breakers in October, according to Lloyd’s List
Intelligence.

Alphaliner figures put the total annual scrapping to
the end of October at just 52,150 teu.

“Although a surge in vessel sales for demolition in
October could bring up the full-year deletions figure
to about 100,000 teu, the pace of scrapping this year
is still expected to be the lowest on record since
2008,” Alphaliner said.

“Based on these expected deliveries and deletions
figures, the overall containership fleet is expected to
reach 22.3m teu by the end of December,
corresponding to an annual growth rate of 5.8% in
2018. This would surpass the 3.7% growth registered
in 2017 and 1.9% in 2016.”

The rise in the overall fleet size without the
concomitant increase in demand risks an increase in
the number of vessels laid up.

Lloyd’s List Intelligence figures for the end of
October recorded 236 ships, comprising 350,000
teu, or 1.6% of the total fleet in layup, down a
marginal amount from the previous month.

But figures from Alphaliner saw the idle
containership fleet increase to 580,000 teu in the
middle of the month, as the Chinese Golden Week
holidays on October 1-7 triggered numerous blanked
sailings in Asia that pushed up the number of idle
ships.

“Weak demand has hit the small and mid sizes
especially hard, with the number of idle 1,000
teu-2,000 teu ships rising to a two-year high of 82
vessels while the 3,000 teu-5,100 teu sector also
reached an 11-month high of 33 units,” Alphaliner
said.

It added that demand was expected to remain weak
with the onset of the winter slack season, although
there were some pockets of activity centred in the
Eastern Mediterranean with the start of the citrus
export season.

“The relatively strong demand on transpacific will
also help to absorb some of the excess tonnage, with
several extra loaders already planned in the coming
weeks,” Alphaliner said.

IN OTHER NEWS

MSC leads container lines in move to
scrubbers

MEDITERRANEAN Shipping Co
has emerged as the leading
carrier in terms of scrubber
installations as the clock counts
down to the introduction of the
International Maritime
Organization's low-sulphur
requirements.

“Only four of the top-12 carriers
have so far committed to install
scrubbers on a substantial part
of their fleets,” Alphaliner said.
“The remaining eight companies
are either planning to conduct
trials on only a small number of
ships or to switch to low-sulphur
fuel exclusively.”

Alphaliner has identified almost
300 boxships that have been or
will be equipped with scrubbers.

ICTSI boosts volumes and revenue
PHILIPPINES-based International
Container Terminal Services Inc
reported a 10% increase in
revenue to $1bn for the first nine
months of the year as
consolidated volumes rose 5%
during the period.

In its third-quarter results report,
ICTSI said the increase in
volumes to 7.1m teu in the first
nine months was attributable to
improvements in trade activities
at most of the company's
terminal locations and the
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contribution of new terminals in
Lae and Motukea in Papua New
Guinea, and Melbourne, Australia.

Excluding the new terminals,
consolidated volume would have
increased by 2%.

Norden suffers loss on tanker market
headwinds

NORDEN, the Danish shipowner
and operator, says it is optimistic
about a recovery in the weak
tanker market that saw it fall into
the red in the third quarter.

“Tankers will recover, but it will
take some time,"” chief executive
Jan Rindbo said after the
company announced an adjusted
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loss of $12m in the third quarter
compared with a profit of $4m in
the year-earlier period.

But he added that he already
expects better results this
quarter versus the previous three
months, according to a
statement.

Shipowner fined for ballast mistake
after rule change

A SHIPOWNER has been fined
after breaching deballasting rules
in California in ignorance of
recent regulatory changes.

The crew of the unidentified ship,
which frequently traded to US

ports, conducted deballasting
operations en route to California
more than 50 nautical miles out
from the California coast, which
had previously been permissible.

But a requirement for entering
from international waters to
deballast more than 200 nautical
miles from the coast has been in
place since July 2017.

Eagle Bulk bets on incremental cash
flow from scrubbers

EAGLE Bulk, a US-based owner
and operator of supramax and
ultramax bulkers, sees
incremental cash flow in the
region of $40m if its fleet is

fitted with scrubbers by January
2020.

The company, which had placed
a definitive order to retrofit 19
exhaust gas-cleaning systems,
said that in a scenario where the
price spread between low-
sulphur and high-sulphur fuel
was $200 per tonne, vessels with
scrubbers should be able to
generate an extra STm.

Every $100 per tonne change in
the spread would equate to a
benefit of $1,370 per day for a
supramax or an ultramax that
has this equipment, it said in a
presentation.

For classified notices please view the next page.

Lloyd's List | Daily Briefing Thursday 8th November

Page 7



Lloyd’s List.;

Maritime intelligence | informa

Greek Sh
Pl el

76t Annwal Awards & Sale Dinner

Friday 7 December 2018 | Athenaeum InterContinental, Athens

The Lloyd’s List Greek Shipping Awards have been recognising achievement in Greek
shipping since 2004 and are established as a showcase of excellence as well as a great
opportunity to review some of the year’s key events and top personalities.

BOOK YOUR TABLE NOW!
Ensure you are part of the excitement as the 2018 Winners
are announced.
Book online or call our Event Co-ordination Office
+30 210 42 91 195
www.greekshippingawards.gr

Champagne Toast Sponsor: Event Sponsor: Welcome Reception Sponsor:

(‘l(‘! Y
A ClassNK

Sponsors:

(o s/

MARICHEM MARIGASES, i
. Lloyd's T nnnnn —m— zzzzzzz s @ -
Register 5111 DNV-GL

THE TSAKOS GROUP

Y.
)A<

MALTA

SHIP REGISTRY

S

Spm Qe @ Qemm

. The Marshall Islands Registry CYPRUS

E::‘- e
PANANA ExonMobil  ZABS W ==

100yEARS SRH MARINE SAIT FIVE QCEANS

|||||||||

Lloyd's List | Daily Briefing Thursday 8th November Page 8



Lloyd’s List,e&;

Maritime intelligence | informa

A front row seat for
your entire team

Corporate subscriptions customised to your business.

We validate and filter information from hundreds of sources,
providing your team with trusted insight.

To find out about tailored subscription packages,
speak to one of our representatives

+44 (0) 20 3377 3792 | subscription.enquiry@lloydslist.com

Lloyd's List | Daily Briefing Thursday 8th November Page 9





