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Can the bunkers industry
confront its credibility
problem?

A MAJOR BANKRUPTCY, a slew of fuel contamination cases and the
2020 sulphur cap have put the bunkers industry in the inconvenient
position of having to prove its credibility.

Aegean Marine Petroleum’s recent filing for Chapter 11, after
revelations that up to $300m was lost though fraud, will further stain
the image of a sector that had barely put behind it the 2014 fraud case,
bankruptcy and ultimate collapse of Danish bunker supplier OW
Bunkers.

Under the shadow of the Aegean episode, representatives of the bunker
industry convened this week in Copenhagen for the annual convention
of the International Bunkering Industry Association.

The 2020 sulphur cap inevitably featured heavily in discussions. But
equally prevalent was the sector’s self-acknowledged credibility,
transparency and ethical challenges and the quest to resolve them.

“The fuel supply chain gets more and more complex, but there is little
regulation, little transparency and certainly little in the way of quality
assurance,” said Steve Bee, commercial and business director at fuel
inspector Veritas Petroleum Services, during a panel discussion at the
convention.

To bolster the sector’s performance, IBIA launched earlier this year a
code of ethics to promote transparency, best practices and fair
operations throughout the industry.
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That IBIA sees the matter as more than just a
talking point is clear as there was a workshop
dedicated to ethics as well as a panel discussion on
ethics during the week.

“In my experience, focus on compliance and ethics
requires a burning platform. It is here. It is called
2020. It is called Aegean,” said bunker supplier
Monjasa head of compliance Victor Frederic Garcia-
Bragado Garzo during a panel discussion.

Money under the microscope

Privately, bunker industry insiders remarked it is too
early to tell what the implications of Aegean’s
bankruptcy are for the market.

But there was a common recognition that the impact
for an industry already plagued by trust issues is
damaging.

“As this has been anticipated for a long time and the
old Aegean has been considerable downscaled, we
expect a very minor real impact on the market. But
any bad performance is definitely not supportive
toward our industries’ image,” Bunker Holding
Group chief executive Keld Demant told Lloyd’s List.

As another bunker supplier privately put it, the
negative effect of the bankruptcy on the industry’s
credibility outweighs the value of any Aegean
business competitors could potentially scoop up.

Monjasa chief operating officer Svend Stenberg
Molholt said during a panel that he expects more
bunker suppliers to shut down, particularly those
who cannot build trust with creditors and
demonstrate how their business operates.

“If we give you a credit line, it is not about if it is
$100m or $500m. It is about if we can suffer
reputational damages,” he said on the banks’
perspective.

Mr Demant also acknowledged the bunkering
industry has an image problem and must inject a
great degree of professionalism, with banks
questioning him on why the industry keeps coming
across problems.

But it may already be too late to convince financiers
to open their credit lines.

“If you do not have a track record by now, you are far

behind. If you do not have a plan, combined with a
track record and openness, I think you will find
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yourself in a very difficult position getting a good
competitive bank package for the future,” he said
during the panel.

Bunker Holding Group general counsel Casper
Pasgaard Dybdal said that banks, faced with stricter
regulations of their own, now demand a thorough
insight into bunkering company’s business, asking if
it knows who owns the vessels it supplies, where
they travel and what they carry.

“If we say no, the banks say, ‘it is not good enough,
you need to know more’. That is the new world we
are seeing,” he said.

Both Monjasa and Bunker Group Holding claim they
apply diligent ethics practices both internally and
with their selected customers.

Is blockchain the solution to the bunker
industry’s fuel contamination and trust
issues?

This year has seen a slew of fuel contamination
cases hit the industry, primarily centred around
Houston but also Panama and Singapore, among
other locations.

Mr Bee said VPS tested fuels from more than 50 of the
approximately 100 vessels contaminated in Houston.

It found that fuels were provided by 20 different
suppliers through 10 different barges, which
indicates the contamination happened further
upstream in the fuel supply chain.

During the first half of 2018, VPS issued 36 alerts of
problematic bunkers, compared with 58 alerts
throughout 2017. Most of these were in Europe and
the Americas.

With the increase in the type of fuels and more fuel
blending to comply with the 2020 sulphur cap,
destabilisation problems may persist.

“One thing is for sure; there will be fuel quality
issues because we are seeing it year in, year out,” Mr
Bee said.

Corners of the shipping industry have been heavily
promoting blockchain as an effective solution to
these challenges.

The idea is that blockchain can help trace every

move in the fuel supply chain, creating chain of
custody on quality documentation.
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Deanna MacDonald, co-founder and chief executive
of Blockchain Labs for Open Collaboration argued
that this establishes trust among the stakeholders
and injects accountability, an upgrade for the bunker
industry’s reputational system.

“That reputation system is needed for the next phase
of our dream, not just for us as an industry preparing
for IMO 2020, but it is also needed in general to
inform us as to how we buy these fuels, where we
find them and furthermore (if) can we trust the fuels
we are receiving,” she said during a panel.

Blockchain could have helped identify where the
contamination occurred in Houston. It would also
strengthen corporate governance and improve
health and safety, according to Mr Bee.

Ms MacDonald said BLOC already has validated a
baseline prototype wherein each party holds its own
information and documentations are timestamped.
BLOC is seeking industry partners to apply the
prototype commercially.

WHAT TO WATCH

Blockchain trials turn to finance

THE Port of Rotterdam Authority has teamed up
with Samsung’s logistics and IT division and
Netherlands-based ABN Amro to launch a pilot
system to develop the “paperless integration of
physical, administrative and financial streams
within international distribution chains”.

The test involves the multi-modal transport of a
container from a factory in Asia to a location in the
Netherlands. Initially, the trial will just involve the
three parties, but the plan is to open the network for
other parties to join.

It starts in January next year, and the results will be
announced in February 2019.

“Currently payments, administration and the
physical transportation of containers still take place
entirely via separate circuits,” said Rotterdam chief
financial officer Paul Smits. “This results in
inefficiency, as many parties are involved, and
everything is organised via paper documentation.
The transportation, monitoring and financing of
freight and services should be just as easy as
ordering a book online.”

A container shipment from China to Rotterdam
involved an average of 28 different parties, he added.

The pilot will seek to digitalise paper documentation
such as waybills and financing documents.

“The ultimate goal is to reach an open, independent
and global platform that operates from the
perspective of shippers,” said ABN AMRO
Commercial Banking chief executive Daphne de
Kluis. “This will make the logistics chain more
transparent and efficient, and millions of euros can
be saved in the long term.”
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Using blockchain technology would allow all parties
in the logistics chain the opportunity to co-ordinate
activities using validated data, according to
Samsung SDS president Sanghun Lee.

“Digitisation provides automation, which creates an
ultra-efficient logistics chain,” he said. “What is
particularly special about the project is that, for the
first time in the rather short history of this
technology, we can have different blockchains
operating together.”

In Singapore, meanwhile, BNP Paribas and HSBC
Singapore have completed the country’s first fully
digitalised letter of credit transaction between two
companies in a move that they say will bring the
digitalisation of trade finance a step closer to being a
commercial reality.

As part of a transaction between Rio Tinto and
Cargill to sell a bulk shipment of iron ore, BNP
Paribas issued a letter of credit over the blockchain
on behalf of Cargill to HSBC Singapore, acting for
Rio Tinto. The two banks used the Voltron trade
finance system with Bolero’s electronic bill of lading
product.

“The future of trade finance is digital and paperless,”
said BNP Paribas head of global trade solutions
Zoran Lozevski. “Blockchain technology is an
important pillar in our innovation agenda and we
believe that transactions like this one will help
achieve greater efficiency and transparency in trade
finance for the benefit of all players in this space.”

The faster documentation turnaround for each
shipment could potentially lead to increased flexibility
in liquidity management, resulting in working capital
optimisation, BNP Paribas said in a release.
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“What was previously a complex process is now
accessible via a more modern, digitally based
approach and a secure platform,” said Cargill
managing director Lee Kirk.

Earlier this week the Ocean Alliance carriers, along
with Yang Ming, joined forces with several terminal
operators to launch the Global Shipping Business
Network, widely seen as a competitor to Maersk and
IBM’s TradeLens blockchain product.

Tech start-ups face challenge to provide

shipping solutions

“DOZENS of tech start-ups have entered the
maritime sector over the past two years, with an
average funding of less than $1m, and all claiming
they will transform shipping,” stated BunkerEx Ltd
founder Ishaan Hemnani at the IBIA annual
convention this week.

The reason shipping has attracted these companies,
he said, was the same reason they had gone to
automotive and other sectors: growth has stalled.

During times of uncertainty, shipping businesses
have stopped seeking to expand and started to ask
how they can optimise what they already do.

The dilemma for these start-ups is that they will
only be successful when an established player agrees
to share data. Without more transparency in
shipping, this data will not be made available and
without data, the start-ups will not be able to
identify patterns and optimise procedures.

Christopher Plum, co-founder of BunkerMetric, and
Daniel Kaupmann, co-founder of BunkerTrust,
supported this scenario.

“There is increasing complexity in the bunker
procurement business,” Mr Plum said, “with
volatility, geographic price spreads, additional
grades of fuel oil, and the issue of availability”. He

added: “All this can be done by algorithms but it’s
still being done manually.”

Both BunkerMetric and BunkerTrust are undergoing
testing, as is the bunker delivery app from Jeff
Mildner’s Vortex Development Group. Illustrating
his case with a recent video of documents being
taken on board a ship in a bucket, Mr Mildner said:
“There must be a better way than this.”

Responding to a question on why shipping continued
to be reluctant to invest in new technologies, the
speakers reiterated that both parties must seek to
understand their mutual needs better.

They all agreed that it took time and effort on the
part of shipping companies to research each of the
start-ups claiming to have a solution to their bunker
problems, verify their intentions, share their data,
and reap the rewards. “Each company has its own
process.

The start-ups need to understand the specific needs
of the shipping companies — and the other way
around,” said Mr Ishaan.

The best way for the two parties to get closer was for
beneficiaries to talk about the rewards, and
encourage others to get involved, they concluded.

MARKETS

Capesize earnings fall 66% on Australian

Iron ore rail outage

CAPESIZE earnings have declined 66% since the
start of November because of expected lower iron
ore shipments from Western Australia as a result of
rail disruption.

According to Jefferies, one of BHP’s trains that
carries iron ore from mine to port derailed,
depressing capesize rates even though the supply
disruption may only last a week.
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The BHP derailment has “sparked fears of a shortfall
in shipments leaving the field clear for others to
drive rates lower”, the Baltic Exchange said in a
note.

It added that the miner may draw on inventories,

although for the moment, it sees Rio Tinto as the
only active participant in the spot market.
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The average weighted time charter earnings dropped
to $11,250 per day at the close on the Baltic
Exchange from $18,693 on November 1. That is the
lowest level in six months.

The C5 Australia to China voyage meanwhile
declined to$6.79 per tonne from $8.56 at the start of
the month.

Fearnleys expects the downward trend to continue
for the coming days, with rate improvement before
the end of the year.

Separately, the latest export statistics from Pilbara
Ports Authority shows that iron ore from Port
Hedland to China dropped to 32.8m tonnes in
October from 35.2m tonnes a year earlier.

Poland signs third US gas deal in the name of

energy security

POLAND’S main gas company has signed a 24-year,
40bn cu m liquefied natural gas import deal with
Cheniere Energy that will lessen the country’s
dependence on Russian suppliers.

Deliveries will begin in 2019 but will not reach full
volume until 2023. The gas will be delivered from
terminals in Louisiana and Texas to an LNG
terminal in Swinoujscie, on Poland’s Baltic coast.

The imports will provide a safety net for both Poland
and Ukraine in the case of breaks in Russian
deliveries, said Piotr Wozniak, the president of
PGNiG’s management board.

US energy secretary Rick Perry said the deal “is a
sign across Europe that this is how your energy

security will be developed, your energy sources
diversified”.

The US hopes to expand energy partnerships in the
region.

Energy security concerns have peaked over plans for
the Nord Stream 2 pipeline project, which would
link Russia and Germany via the Baltic Sea.

The pipeline would bypass Poland and Ukraine,
giving Russia greater freedom to leverage the
countries’ dependence on Russian gas supplies
without impacting supplies to western Europe.

That project remains controversial in Germany.

Approved in 2005 by German chancellor Angela
Merkel’s predecessor, Gerhard Schroder, the project
has attracted criticism for Chancellor Merkel this
year both domestically and from Germany’s
European Union and Nato allies.

In August, US president Donald Trump accused
Germany of being “captive” to Russian interests,
suggesting imports from the US could help the
country diversify.

This week, a letter signed by European politicians
urged Chancellor Merkel to reconsider Germany’s
policy regarding the project for the sake of European
unity.

Members of the German parliament, including some
from Chancellor Merkel’s own party, in a separate
letter accused her government of “allowing a major
rift between EU member states” because of her
support of the project.

However, the chancellor remains in favour of Nord
Stream 2’s construction.

“We believe it is right to make Nord Stream 2 a
reality,” said German economic minister Peter
Altmaier on Tuesday at an energy summit in
Potsdam.

IN OTHER NEWS

Torm starts venture with GSI and ME
Production for scrubbers

TORM, the Danish product tanker
operator, has announced a 27.5%
stake in new joint venture with
manufacturer ME Production and
China's Guangzhou Shipyard
International to build and install
scrubbers for compliance with
the 2020 sulphur cap.
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Torm, which has a fleet of
around 85 product tankers

in use and under construction,
will install scrubbers on 21
vessels, including 16 supplied
by ME Production. It also has
options for 18 more scrubbers,
all of which would be provided
by ME Production.

It said it estimates each scrubber
installation to cost around $2m
and that it expects to secure
finance for the investments but
did not disclose further details.

China agrees to develop Myanmar's
Kyaukpyu port

CHINA and Myanmar plan to
develop a deepsea port at

Page 5



Kyaukpyu in the country's
troubled Rakhine state after more
than two years of negotiations
and big changes in original
terms.

According to local media, the
Myanmar government and
China's state-owned CITIC Group
signed a framework agreement
for the proposed $1.3bn port.

CITIC chairman Chang Zhenming
was cited as saying the deal was
just the beginning of the process.

Odfjell eyes tanker growth

ODFJELL, a Norwegian owner of
chemical tankers and terminals,
is targeting growth amid
expectations of a vastly improved
market.

The company expects to operate
92 vessels by the end of 2020
through newbuildings, chartered-
in tonnage and pools, it said in a
presentation accompanying
third-quarter financial results. It
had 82 ships in the third quarter.

“The chemical tanker market
remained depressed during the
quarter, but we continue to
believe that 2018 is the turning
point,” said chief executive
Kristian Mgrch.

Tsakos tanker awaits clearance as
Norwegian oil terminal reopens
THE Tsakos Energy Navigation

tanker that was involved in a
collision with a warship near the
Sture oil terminal in Norway is
currently being inspected.

The 2017-built, 112,939 dwt Sola
TS is waiting for class society
and flag state inspections to be
completed before heading to its
discharge port in the UK, said a
company spokesman. It will not
call at Mongstad as previously
thought.

The official investigation by the
Norwegian authorities has been
completed, he said.

Boardley joins the Lloyd's List
Editorial Board

TOM Boardley, the new
secretary-general in Europe for
Cruise Lines International
Association, is joining the Lloyd's
List Editorial Board.

The board, which will now consist
of 16 leading industry figures,
was set up earlier this year with
the mandate to help guide
content and ensure that Lloyd's
List continues to answer the
questions that matter most to the
industry.

Mr Boardley has more than 40
years' experience working in the
maritime industry. He was
involved with UK classification
society Lloyd's Register from
2009 to 2018, first as director of

the marine business, responsible
for worldwide operations,
strategy and business
development, and then in
external affairs role.

Standard Asia agrees co-operation
deal with Ping An P&C

THE Standard Club Asia is poised
to make significant inroads into
the China market after clinching
a deal with Ping An Property &
Casualty Insurance Company of
China to offer Protection &
Indemnity cover to Chinese
shipowners.

Standard Asia and Ping An P&C
will jointly offer P&l cover to
China's rapidly-growing
shipowning sector, focusing on
the international shipping sector.
The agreement will allow Ping An
P&C to expand its existing P&I
business to cover the growing
number of Chinese shipowners
with ocean-going shipping
operations, while giving Standard
Asia better access to the China
market.

Ping An P&C executive vice-
president Ting Xu said: “We are
pleased to sign this co-operation
agreement with Standard Asia.”
He noted that the club, through
its management company
Charles Taylor, has access to an
excellent international network of
offices and associates around
the world.

For classified notices please view the next page.
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Dry Docking and Repairs of Bulk Carrier “M.V. HYDERABAD”

Pakistan National Shipping Corporation (PNSC) invites bids from interested/well established Shipyards/Dockyards for Dry docking and repairs of Bulk
Carrier “M.V. HYDERABAD” as per rule, 36 (a) of the Public Procurement of Rules, 2004 (PPRA 2004).

This advertisement is available on PNSC website www.pnsc.com.pk and PPRA website www.ppra.org.pk. The tender documents can be downloaded from
PNSC website www.pnsc.com.pk on the link http://www.pnsc.com.pk/tenders/Hyderabad-Drydock-2018.zip
PNSC reserves the right to accept or reject any or all bids strictly as per PPRA, 2004.
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PUBLIC FORECLOSURE SALE
14 December 2018
Motor cargo vessel ‘LUCINA’

At the offices of Loyens & Loeff N.V. at Fred. Roeskestraat 100, 1076 ED Amsterdam (The
Netherlands), on 14 December 2018 at 11:00 o’clock, at the request of the party attaching
under a warrant of execution, Caterpillar Financial Services Corporation, with its registered
office in Nashville, Tennessee, choosing its address for service at the offices of R.H. Meppelink,
civil-law notary in Amsterdam, Fred. Roeskestraat 100, the following will be sold publicly by
Dutch auction pursuant to Section 570 of the Dutch Code of Civil Procedure, before R.H.
Meppelink, civil law notary practising in Amsterdam, will be sold in public:
the motor vessel 'LUCINA’ (formerly called ‘WINONA’), registered in the Curagao ship
register under number 2014-C-2081 and IMO number 9255622, which is currently located
at the port of call of Dutch Harbour at Griendweg 14, 3295 KV, 's-Gravendeel. The Ship is
primarily constructed from steel in the year 2003 by Volharding Scheepsbouw in the
Netherlands, having 7 decks and 2 masts, with a gross tonnage of 6,361 mT and a net
tonnage of 3,099 mT, propelled by one propeller, powered by a diesel engine, of the type
Mak/CAT 8M32C, motor number 38173, having an output of 3,840 kW (the Ship),
for the account of the legal person entitled to the Ship: Frieda Shipping B.V., with its registered
office in Groningen; and the beneficial owner of the Ship: MPP Vessel Il C.V., with its registered
office in Groningen.

The sale will take place in accordance with the executory attachment of the Ship by Caterpillar
Financial Services Corporation on 27 August 2018, with due observance of the first
authenticated copy of a mortgage deed executed on 28 October 2014 before A.M.P. Eshuis,
civil-law notary practising in Curagao, and to recover the amounts owed to Caterpillar Financial
Services Corporation by Frieda Shipping B.V. and MPP Vessel Il C.V., both referred to above,
as of 19 October 2018 by virtue (among other things) of the loan(s) / credit facilities provided,
together with an amount of EUR 10,467,424.43, without prejudice to any further interest and
fines already due or still to be due, as well as without prejudice to all relevant costs incurred
and/or costs (auction costs) yet to be incurred.

The auction conditions, under which the Ship will be sold, can be requested from the auction
notary. Inspection of the Ship is possible in consultation with the auction notary.

Before the auction, potential bidders must deposit a deposit of EUR 250,000 into the notary's
clients’ account.

Loyens & Loeff N.V.
attorneys / notaries
S. Willigenburg / F. Schurer
P.O. Box 71170, 1008 BD Amsterdam (The Netherlands)
telephone: +31 20 578 5003 / +31 20 578 5813
fax +3120 578 5800

Sharita.Willigenburg@loyensloeff.com / Fleur.Schurer@loyensloeff.com
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