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Daily Briefing
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Friday October 26, 2018

‘No way’ Britain will find Brexit 
backstop ro-ros, shipbrokers 
confirm

SHIPBROKERS HAVE RUBBISHED UK government plans to charter 
in tonnage in the hope of keeping supplies of food and medicine 
flowing after a no-deal Brexit, arguing that the right ships are simply 
unavailable in the current tight market.

In similar vein, officers’ union Nautilus suggested ministers are “living 
on another planet”, while the Labour Party’s shipping spokesperson 
Karl Turner accused transport secretary Chris Grayling of “ignorance 
of the shipping sector”.

But the Chamber of Shipping cautioned against “sensationalising” the 
situation, while the Department for Transport insisted that it is only 
sensible to make plans for all contingencies.

No firm details of what the government intends have yet been 
published, with the matter only reaching the public domain following a 
report in the Financial Times, which did not specify its sources.

The newspaper gave its account of a “stormy meeting” of Theresa May’s 
Cabinet on Tuesday, at which Cabinet Office minister David Lidington 
briefed those present that French reintroduction of customs controls 
after Brexit would reduce capacity at Dover by up to 85% for up to six 
months.

Mr Grayling is reported to have discussed the possibilities of 
chartering ships, or space on ships, to bring in vital goods through 
other ports.
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There is also the option of requisitioning vessels, last 
seen in the Falklands war of 1982, although this 
would presumably be very much a last resort.

No indication was given of either the type or 
quantity of vessels that the DfT has in mind. But 
ro-ro ferries are the obvious tool for the job, and 
shipbroking sources confirmed that the market is 
currently tight.

There are thought to be about 600 pure ro-ros in the 
world fleet, but the considerable majority are owned 
rather than traded spot; unlike bulk carriers 
operating on a ‘taxi’ principle, they work as ‘buses’, 
being deployed on fixed routes.

There are some units available for charter, for 
instance where a ferry operator needs to replace a 
unit undergoing repair after a casualty, or where 
trucker co-operatives want to run their own 
seasonal service.

But in general even these vessels are time chartered, 
often years ahead, and even in the best cases months 
ahead.

Many of them are ‘old ladies’ in shipping parlance, 
and many would be the wrong configuration or too 
small for the employment the DfT has in mind.

One small-shop broker who specialises in the type 
literally burst out laughing when asked whether the 
government could get its hands on any more than a 
handful of ro-ros at short notice.

“No way, there’s hardly anything around. And there’s 
not many that are not being used, that’s very rare,” 
he noted.

Asked how many he could get his hands on 
tomorrow, he said: “None, probably. I’d really be 
clutching at straws, you are looking at low numbers 
if you want them quick. If you wanted 40-50 ro-ros, 
it would just not be able to happen.”

In a Brexit emergency situation, the government 
would be “just another end-user”, competing head-
to-head with commercial operators to meet any 
tonnage requirements.

A partner-broker at another specialist outfit said: 
“Ro-ros are not an off-the-shelf commodity, you 
cannot compare them to the bulker or boxship 
market and just go out and get a ship if you need one.

“The vast majority of them are tailor-made for the 
route they are trading on and being used there. 

There is no surplus capacity that you can just go out 
and take.

“If you are ready to say, ‘Sure, I’ll pay whatever’, you 
can probably release one or two from somewhere. 
But even six would be too big an ask.”

Several larger broking outfits, who may wish to bid 
for the work if the tender goes out, declined to 
comment, perhaps diplomatically. But other 
shipping figures were also quick to highlight 
drawbacks with the scheme.

Chamber of Shipping chief executive Bob 
Sanguinetti said in a statement: “I don’t see how 
government itself can move goods faster or more 
efficiently than the private sector, particularly as 
those goods will still need to go through the same 
customs procedures in ports, which is where the real 
problem would be.

“We must not sensationalise. We are a flexible 
industry and the shipping market can adapt to meet 
the needs of our national economy just as it always 
has done.”

While Mr Sanguinetti expressed confidence that 
a deal will be reached ahead of March 2019, he 
urged both Britain and the European Union to 
avoid brinkmanship and seek an amicable 
settlement.

A statement from Nautilus International general 
secretary Mark Dickinson charged that “ministers 
must be living on another planet” if they seriously 
believe they can find a fleet of suitable ships in the 
available time.

The long-term decline of the British merchant navy 
and UK maritime skills has left the country 
dangerously reliant upon foreign ships, particularly 
those registered in flags of convenience, he said.

“Britain struggled to find 50 merchant ships to 
support the task force in the Falklands conflict when 
our fleet was three times the size it is today,” Mr 
Dickinson went on.

“In the 1991 Gulf War, only eight of the 143 ships 
chartered by the Ministry of Defence were British-
flagged and a National Audit Office inquiry found 
that the UK overpaid by as much as £38m on its 
total charter costs.”

In his opinion, the UK should seek an extension to 
the Article 50 withdrawal process to provide more 
time for a Brexit deal to be secured.
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A CRUCIAL decision by the International Maritime 
Organization on the 2020 sulphur limit gives time 
for shipowners and their fuel suppliers to decisively 
quash any effort that complicates the 
implementation of the new rules. It possibly puts 
the industry on course for a renewed showdown in 
May, if things do not change.

A controversial proposal to introduce an 
experience-building phase after the 2020 sulphur 
cap to collect and analyse data captivated much of 
the attention and energy during this week’s 
shipping environmental negotiations in London.

Amid divided opinion, the IMO’s environmental 
authority, the Marine Environment Protection 
Committee, agreed on Wednesday as a compromise 
to invite proposals to strengthen compliant fuel oil 
quality and reporting of non-availability of fuels at 
its next meeting in May.

In the aftermath of the decision, some say the 
proposed experience-building, which gained 
particular traction amid revelations that the US 
would support it, was rejected by the MEPC.

That assessment is flawed and misses the broader 
point of what happened and of what could happen 
as a result.

The essence of the decision that seems to evade 
some people is in that middle ground between 
explicit endorsement and rejection; the ever 
important gift of time.

A convenient compromise
The bulk of the proposal for an experience-building 
phase is still very much intact.

The essence of the proposal, which is widely 
acknowledged as vague and badly written, is the 

collection and analysis of data around 
implementation.

With its decision to call for proposals on fuel 
quality, the MEPC also explicitly gave its blessing 
for suggestions on how to improve data collection 
and analysis. Such proposals will almost certainly 
be put forward next May.

The idea that this experience-building proposal 
was a phase in implementing the 2020 cap could 
possibly be true, but by implication only; the 
proposal’s vague wording and semantics could lead 
to an open discussion of a phase during 
negotiations over its implementation and 
companies could perceive it as a nod for non-
compliance.

With his compromise, MEPC chair Hideaki Saito 
sought to leave any discussion over implementation 
date and enforcement off the table.

The proposal was almost never going to get to that 
point at this MEPC anyway.

There is absolutely nothing about the MEPC’s 
decision that suggests there cannot or will not be a 
better crafted, more evidence-based and refined 
version of the same proposal at the next MEPC.

In fact, it would be naive not to expect or even 
prepare for a similar showdown at MEPC 74 and 
even the one after that, which takes place in late 
2019.

The single biggest shortcoming in the proposal was 
the use of the term ‘experience-building phase’, 
which for many implied a period of relaxed 
enforcement.

It is the primary reason it was criticised as a 

THE LATEST FROM IMO

What the IMO sulphur cap decision 
really means

In an email to Lloyd’s List, Labour’s Karl Turner 
said: “This is another example of the government’s 
shambolic Brexit planning and furthers highlights 
the transport secretary’s ignorance of the sector. The 
ro-ro charter market doesn’t haven’t the spare 
capacity on this scale to make this work.”

A DfT spokesperson said: “We remain confident of 

reaching an agreement with the EU, but it is only 
sensible for government and industry to prepare for 
a range of scenarios.

“We are continuing to work closely with a range of 
partners on contingency plans to ensure that trade 
can continue to move as freely as possible between 
the UK and Europe.”
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delaying tactic, despite continual efforts by the 
co-sponsors to refute that.

Delegations will know to steer clear of that or any 
other term that even resembles an attempt to 
distort implementation in any recommendation 
they make next May.

That phrase may be dead but the rationale behind 
certainly is not and any delegate attending the next 
MEPC suggesting that that was decided this week 
will likely have misunderstood the decision.

Give it a quirkier name name like ‘data collection 
and analysis post-2020’ and this discussion would 
have been very different.

Time for fuel suppliers to talk
The decision by the chair indirectly but very 
crucially puts much of the weight on fuel suppliers 
and oil majors, sulphur cap stakeholders that were 
anxiously following this debate at the MEPC.

If they are worried about some kind of complication 
in the implementation of the cap, they certainly 
should not rest easy simply on account of this 
decision.

Compliant fuels and more detailed availability 
plans are expected to be rolled out in 2019, 
hopefully sooner rather than later.

Early experience-building with these fuels, 
potential safety side effects, reported incidents or 
lack thereof will play a crucial part in how 
negotiations go next May and how any proposals 
around fuel quality are framed.

Submissions to the next MEPC can be made up to 
between seven and 13 weeks before it convenes on 
May 13.

That means that the industry, lobbies and 
governments that backed the proposals for an 
experience-building phase have until the end of the 
winter to be convinced, or at least be convincingly 
challenged on their current assessment about the 
cap’s safety shortcomings.

A lot of, course, will depend on the projected 
differentials in fuel prices between heavy sulphur 
fuel oil and compliant fuels as we get closer to the 
cap. This is after all a change with massive financial 
implications, and despite what may be said, that is 
arguably the primary concern of owners and 
operators.

The International Energy Association is expected to 
publish an annual report that includes an outlook 
on marine fuel prices and projected demand in 
March 2019. Its findings will likely be a talking 
point used as evidence in either side of the 
argument at MEPC 74.

Like shipping, the oil industry is a competitive 
business where profit trumps pleas for a level 
playing field and the need for transparency. There 
are also significant legal restrictions on publicly 
disclosing quantities and prices of future fuel 
supplies.

But anecdotal testimonies by large companies 
claiming they are in dialogue with oil majors and 
suppliers, or are conducting tests on fuels, may not 
be enough.

If fuel suppliers, who have as much on the line with 
regard to the timing of the cap as anyone, do not 
offer at least some of the transparency that 
shipowners are so desperate for on a much wider 
scale, by rolling out compliant fuels in time to allow 
for experience-building, they can expect to be 
observers of the same play come mid-May.

Shipowners float idea of national 
bunker licensing schemes
LEADING shipowners’ associations will ask 
regulators to consider requiring countries to develop 
bunker supplier licensing schemes to strengthen fuel 
oil quality and to contain safety risks ahead of the 
introduction of the 2020 sulphur cap.

International Maritime Organization regulations 
currently mandate that member states subject to the 
sulphur cap convention maintain a register of 
bunker suppliers in their countries.

The International Chamber of Shipping, Intercargo, 
Interferry and the International Parcel Tanker 
Association, along with Liberia, suggest the IMO 
should consider replacing it with mandatory bunker 
supplier licensing schemes.

“Fuel oil fuel quality could be improved and the 
safety risks associated with poor quality fuel oil 
mitigated if member states implemented fuel oil 
supplier licensing schemes. This would impose 
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quality requirements on, and promote more effective 
regulation of, fuel oil suppliers,” they said in a 
proposal to the IMO’s Maritime Safety Committee.

The paper, which will be discussed by the MSC in 
early December, predates a decision taken this week 
by IMO environmental regulators, who called for 
proposals that enhance sulphur cap fuel oil quality 
regulation to be made at their next meeting in May.

Regulation of the bunker supply chain has become a 
hot topic, especially after the industry was hit this 
summer by a slew of contaminated bunkers cases, 
particularly in Singapore and Houston.

Lloyd’s Register reported in mid-August that there 
had been 150 cases of bad bunkers since April and 
International Bunkering Industry Association 
manager for Asia Simon Neo expects contamination 
incidents to increase as vessels increasingly use 
blended fuels to comply with the 2020 cap.

Fuel safety regulation falls under both the 
International Convention for the Prevention of 
Pollution from Ships (Marpol) and under the 
International Convention for the Safety of Life at Sea 
(Solas).

This means that fuel safety is a matter for both the 
Marine Environment Protection Committee and the 

Maritime Safety Committee, the two authorities that 
take the ultimate decisions in their relevant fields.

The problem, according to the co-sponsors of the 
proposal, is that not all countries are party to 
Marpol annex VI, which establishes and regulates 
the sulphur cap, including the elements around fuel.

One of the more notable examples is the United Arab 
Emirates, which is not a signatory to the regulation 
and whose port of Fujairah is among the biggest 
bunkering hubs in the world.

That means that the bunker licensing scheme would 
not apply to suppliers in Fujairah.

“Had fuel oil safety been regulated via Solas [it] may 
have provided wider coverage of bunker suppliers,” 
the co-sponsors said.

To avoid this problem, the co-sponsors suggest that 
the IMO alter the rules; either giving oversight of the 
cap’s fuel safety matters to the MSC or adding 
provisions to Solas that include these fuel safety 
matters.

Recognising the urgency of the matter, the co-
sponsors said a different solution could be to issue 
an MSC circular offering guidance to member states, 
until a longer-term solution can be found.

IMO agrees EEDI changes 
amid tough negotiations
REGULATORS have provisionally agreed to tighten 
future shipbuilding efficiency requirements for 
containerships and general cargo vessels during 
negotiations at the International Maritime 
Organization.

The IMO’s Marine Environment Protection 
Committee agreed on Wednesday on the rules of the 
Energy Efficiency Design Index during an intense 
plenary session, which saw quick decisions on some 
vessels and substantial dissent on others.

The EEDI mandates that vessels are built more 
efficiently, compared to the average of their 
respective fleet type between 1999 and 2008, known 
as the reference line, by a certain rate, known as the 
reduction rate.

It is often portrayed as one of the strongest tools at 
the sector’s disposal to combat greenhouse gas 
emissions and air pollution.

The third phase of the EEDI is provisionally 
scheduled to kick in on January 1, 2025 with a 30% 
reduction rate, but details are expected to be 
finalised at MEPC 74 in May 2019 and until then 
changes can be proposed and made.

During this MEPC, delegates comfortably agreed to 
maintain the EEDI phase 3 reduction rates for 
tankers and bulkers at 30% and the majority agreed 
to introduce it in 2025.

They also agreed to bring forward phase 3 for 
containerships to 2022 and raise the reduction rate 
from 30% to 40% for all sizes.

They also agreed to bring forward phase 3 for 
general cargo vessels to 2022, backed by a 30% 
reduction rate.

One delegation strongly argued that the decision for 
a 40% reduction rate across containerships of all 
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sizes was misinformed and would be particularly 
challenging for smaller vessels to achieve.

Negotiations became complicated when it the time 
came to discuss a proposal tabled by Japan to 
modify the reference lines for large tankers and 
bulkers.

Japan claimed in its proposal that the original 
reference lines were heavily skewed towards smaller 
vessels due to a lack of data at the time they were 
drawn up, making the rules much stricter for the 
already more efficient larger ships.

While the majority opposed the modification, a 
notable number of delegations either supported it or 
said there should be further debate on the matter.

Although the committee agreed not to modify the 
reference lines, not everybody was supportive.

Intertanko said it would reserve its position because 
the decision would undermine the design of future 
tankers and it would make another submission to 
MEPC 74 next May.

Intertanko’s intervention was supported by a 
number of member states and organisations, 

indicating that despite the MEPC’s decision, the 
matter might not be resolved and MEPC 74 would 
have to address it again.

There was also wide disagreement over the fate of all 
other vessel types.

Initially, a wave of delegations spoke in favour of 
bringing forward phase 3 to 2022 for all other types 
of vessels, except ro-ro, ro-pax and ro-ro cargo 
carriers.

However, Japan then led an intervention that 
questioned how such a decision could be made, 
given that there was a significant lack of data on 
these ship types.

An IMO correspondence group, composed of various 
member states and organisations that worked on 
EEDI phase 3, noted in its report to the MEPC that 
there was no clear recommendation on phase 3 for 
other ship types, as opinions were evenly split and 
few data were available.

With a clear division among MEPC delegates as well, 
a working group was instructed to deliberate this 
matter further and report back to the committee at 
the end of this week.

Hideaki Saito re-elected as IMO 
environmental chair
HIDEAKI Saito will oversee efforts to finalise 
implementation details of the 2020 sulphur cap and 
advance shipping’s greenhouse gas emissions 
strategy at the International Maritime Organization 
next year.

Mr Saito was re-elected as chairman of the IMO’s 
Marine Environment Protection Committee for 2019 
on Thursday.

Liberia’s Harry Conway was also re-elected as 
vice-chair.

Mr Saito and Mr Conway were re-elected without 
opposition.

In 2019, final negotiations over the implementation 
of the sulphur cap and nascent deliberations over 

GHG emissions reduction efforts should dominate 
their agenda.

On Wednesday, Mr Saito brokered a compromise 
during negotiations on the contentious ‘experience-
building phase’ proposal following  the introduction 
of the 2020 sulphur cap.

He was first elected as MEPC chair in July 2017 and 
began his tenure in 2018. He is eligible to hold the 
seat until the end of 2022, provided that the 
committee continues to appoint him during its 
annual elections.

Aside from his role at IMO, Mr Saito is also the 
director for shipbuilding and ship machinery 
division at Japan’s ministry of Land, Infrastructure, 
Transport and Tourism.
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Viewpoint: Carrying the can
ISN’T it time that society sorted out the realistic 
responsibilities of a master? asks Michael Grey.

With the master’s responsibility increased, his 
authority constrained and his civil and criminal 
liabilities multiplying apace, the chances of a master 
managing to complete his seagoing career without 
ending up with a custodial sentence seem to be 
reducing apace.

This was brought to the fore recently, when the 
mainstream media surprisingly reported a case of 
environmental crime being held in the Criminal 
Court of Marseilles.

The master and operators of P&O’s cruiseship Azura 
were charged with what amounts to atmospheric 
pollution, with the fuel being burned allegedly 
exceeding the local sulphur limit. The verdict will be 
given next month.

Nobody outside the environs of the French port 
would probably have noticed the case if it had been 
anything other than a huge cruiseship which had 
been so charged.

It is hard to think of the master and owners of a 
tanker discharging at Fos, or an anonymous bulk 
carrier, hitting any sort of headlines.

In the event, the matter assumed something of a 
technicality — a matter of 0.18% sulphur over the 
limits prescribed of 1.68%. It may also hinge on 
whether this local limit is only supposed to apply to 
regular traders, as opposed to occasional callers at 
the port.

But this case ought to be seen more for its principles 
and the sheer unmitigated nonsense of subjecting 
the master of a ship to a criminal charge on account 
of the chemical composition of the contents of the 
bunker tanks.

Doubtless the inhabitants of the French port, who 
probably resent the sheer volume of cruise 
passengers swarming ashore, will hail the local law 
as a blow for fresh air and fewer crowds.

But just consider the consequences of every port 
producing its own criteria for atmospheric 
emissions. And almost certainly, such provisions 
will be regarded as a useful new revenue stream, as 
hapless mariners bring their vessels into port 

unaware that their ship’s exhalations may breach 
port limits.

Staggering total
Capt Malcolm MacLachlan, whose huge book on 
Business for Shipmasters was published some years 
ago, once totted up the number of offences for which 
a shipmaster could be given a custodial sentence.

It was a staggering total, but one might guess that 
the number has been greatly multiplied in the 
intervening years, with environmental criminality 
regarded as such a social evil and plenty of 
opportunity to throw the book at people in charge of 
ships. And with the advent of the sulphur cap in 
2020 and increasing scrutiny of water ballast, there 
will be no shortage of potential victims for the 
zealous official looking for easier targets than are to 
be found ashore.

If you think about it for a few minutes and have 
more than cotton waste between your ears, you 
might just consider whether it is either fair or 
appropriate to hold the master of a ship criminally 
responsible for something that is completely outside 
his or her competence.

It was pretty stupid to be giving masters criminal 
convictions after an oily leak from a stern seal 
was detected by an overflying aircraft. There was 
little natural justice about the sentences inflicted  
on masters by the notorious French “Perben” 
courts, which would convict without any real 
evidence other than the “opinion” by an aerial 
photographer.

But these were foreign masters and nobody would 
make waves on their behalf.

I have clear memories of a meeting with an ex-
master who decided that after 30 years the risk of a 
criminal record was now so great that he had 
regretfully resigned. A criminal conviction on the 
record of a marine professional, who needs to travel 
worldwide, is no minor matter.

With new regulations on sulphur content, we enter a 
completely new area of nonsense.

The regulators seem to think they are working in an 
area of precise science, when there is in fact no such 
precision to be found in the existing blending of 
marine fuels, and precious few standards.

OPINION
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Unless the refiners change their game considerably, 
it is impractical to expect that fuel can be 
guaranteed to have a precise sulphur content, to the 
nearest decimal point of a percentage.

It is worth pointing out that scarcely a week goes by 
without a warning from P&I clubs about 
“contaminated bunkers”. And a master’s reputation 
is to depend on this sector?

The efforts to make air around ports more breathable 
is entirely laudable and there is surely no objection to 
the detention of a ship that is completely ignoring the 
requirement to burn something other than heavy 
fuel oil in the hope that nobody will notice.

But the introduction of these new rules requires 
sensitive handling, with due note of practical 
considerations.

Getting all heavy handed and throwing the book at 
the master is unfair and wrong.

And if ever there was a need for some sensible 
protocols about the implementation of the sulphur 
cap, it is now, before a global patchwork of local 
rules catches too many victims.

rjmgrey@dircon.co.uk

China-Japan summit: The bright side 
for shipping
PRESIDENT Xi Jinping and Premier Shinzo Abe 
will meet in Beijing today to discuss affairs they 
deem the most important for their countries.

The significance of the meeting speaks for itself.  
After all, no Japanese prime minister has ever paid a 
formal bilateral visit to China since the dispute 
erupted over the Diaoyu Islands, known as Senkaku 
Islands in Japan, in 2012.

It will be a subtle strategic game for the two leaders 
amid Washington’s tough stance against Beijing. But 
if the positive diplomatic gesture can pave the way 
for a rapprochement between the world’s second- 
and third-largest economies, the maritime 
community might well have reasons to cheer up, too.

The most straightforward impact for some shipping 
firms will come from a further improvement in trade 
relations.

China is Japan’s largest trading partner, with the 
two having a bilateral trade worth $329.3bn last 
year. But the volume was $378.4bn in 2011 and since 
then fell almost every year — except for a flat growth 
in 2014 — to $301.6bn in 2016.

Some have already felt the recovery. Hong Kong-
listed Sinotrans Shipping, which operates an intra-
Asia boxship fleet, said in August that it had 
benefited from higher rates on China-Japan 
services, helped by increased cargo flows and better 
bilateral relations.

The trade recovery is likely to continue, if the 
meeting this week goes well and culminates with a 
return visit by Mr Xi to Japan next year. Some 
observers have even started to envisage a restoration 
of the shelved negotiation over the long-awaited 
China–Japan-South Korea Free Trade Agreement.

Meanwhile, Mr Abe may, at the request of his 
compatriot shipbuilders, take the opportunity of his 
meeting with Mr Xi to once again raise the issue 
about the industry’s excess capacity and state 
subsidies, which he brought to Chinese premier Li 
Keqiang and South Korean president Moon Jae-in 
during a trilateral summit in May.

That might help Japan obtain a clearer message 
from Beijing to address the problems (such as 
China’s decision to join the discussion in the 
Organisation for Economic Co-operation and 
Development Council Working Party on 
Shipbuilding), or at least better investment 
opportunities in Chinese shipbuilding sector.

On a broader landscape, potential benefits can 
emerge from a plan by Beijing and Tokyo to co-
operate on infrastructure projects in third countries, 
mainly in Southeast Asia.

If shared interests between China’s Belt and Road 
Initiative and Japan’s objective to foster a “Free and 
Open Indo-Pacific” can be established, the resulting 
trade prosperity in the region will certainly profit 
shipping in the long run.
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Legal Focus: First UK court test 
of sanctions rules
JUDGMENT has been handed down in the first case 
in the English courts to deal with the impact of US 
president Donald Trump’s reimposition of US 
sanctions against Iran following the US’s withdrawal 
from the Joint Comprehensive Plan of Action 
(JPCOA).

In Mamancochet Mining v Aegis Managing Agency 
and others (2018), the dispute centred on whether 
the defendant underwriters could resist paying out 
on an indemnity under a marine cargo insurance 
policy following the loss of cargoes shipped to Iran 
in 2012. A standard wording London market 
sanctions clause in the insurance policy provided 
they would not have to pay out if such a payment 
“would expose that re/insurer to any sanction, 
prohibition or restriction” under UN, EU, UK or US 
sanctions.

The decision deals with a number of points of 
interest to any commercial party exposed to US Iran 
sanctions. The case was brought on an expedited 
basis as some defendants (owned or controlled by a 
US parent) argued payment could not be lawfully 
made after November 4, 2018, the end of the wind-
down period for the second wave of new US Iran 
sanctions. This shows the willingness of the English 
courts to resolve disputes swiftly for commercial 
parties against the fast-changing sanctions 
landscape.

The court found the phrase “would expose that re/
insurer to any sanction” only applied to payments 
that would constitute an actual breach of EU or US 
sanctions, to be determined by the court on the 
balance of probabilities. It did not cover the situation 
where a payment merely gave rise to the “risk the 
agency in question might conclude there was 
prohibited conduct (when in law there was not or 
may not be) and so impose sanctions”.

The court also held the clause operated to suspend, 
not extinguish, the defendants’ liability. As a result, 
although payment was prohibited from 2012 to 2016, 
once the relevant US and EU sanctions were lifted 
pursuant to the JCPOA in early 2016 the claimant 
was entitled to enforce its right to receive payment. 

Lloyd’s List | Daily Briefing Friday 26th October

Determining an issue of US law, the judge found the 
wind-down period (which ends on November 4, 
2018) applies not only to transactions entered into 
pursuant to the relaxation of sanctions brought 
about by the JCPOA and under General License H, 
but also to transactions entered into before that (that 
is, pre-January 16, 2016). As such, the judge found 
payment by the defendants under the policy up to 
11.59 pm on November 4, 2018 is lawful under the 
US sanctions regime.

Having determined the sanctions clause did not bite 
and the defendants were liable to pay, the court did 
not need to decide on the issue of whether the 
defendants’ reliance on the sanctions clause would 
breach Article 5 of the EU Blocking Regulation. The 
judge said he saw “considerable force” in the 
defendants’ argument that if the sanctions clause 
suspended the claim to pay then the Blocking 
Regulation was not engaged because there was no 
“act” of compliance with US sanctions by the 
defendants: the contract simply operates according 
to its terms.

The claimant contended reliance on the clause 
would constitute “compliance” with US Iran 
sanctions and therefore breach English criminal 
law; that US sanctions are unlawful under EU law 
and the sanctions clause only covers exposure to 
lawful sanctions; and that enforcement of the 
sanctions clause would be illegal and/or contrary to 
public policy.

Unfortunately, the judge did not deal with any of 
these important points, which go to the heart of the 
operation (and potential circumvention) of the 
Blocking Regulation. It remains to be seen whether 
future cases in the English courts or in other EU 
member states will adopt this thinking or take the 
view commercial parties cannot use sanctions 
clauses, in effect, to avoid compliance with the 
Blocking Regulation.

Marc Jones is a partner and Elaina Bailes a senior 
associate at Stewarts

ANALYSIS
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Lloyd’s List seminar to focus 
on Hong Kong’s future
THIS week’s opening of the world’s longest sea 
bridge reinforces Hong Kong’s adaptability in 
balancing its maritime edge and Beijing’s directives.

The territory intends on amplifying its message to 
the global shipping market at next month’s Hong 
Kong Maritime Week (18-24 November) during 
which Lloyd’s List will host a business briefing 
examining options for the area.

The briefing, on November 19, will address two 
fundamental questions: What does Hong Kong’s 
future look like in the context of China’s overall 
direction and; how will the territory’s maritime 
cluster adapt to required changes?

Nowhere is better placed than Hong Kong to listen 
to the signals coming from Beijing. The ambitious 
strategies set out by President Xi Jingping’s 
administration will influence Greater China, the 
Asia Pacific region and beyond.

Sponsored by the Hong Kong Maritime and Port 
Board, the briefing will feature prominent maritime 
and banking executives who will translate China’s 
economic strategy into what it will mean for Hong 
Kong’s planners and business leaders.

Speakers will also explain how Chinese growth will 
provide opportunities for Hong Kong and for the 
whole Greater Bay area, with opportunities for 
audience members to ask questions.

Among the speakers will be Peter J Levesque and 
Peter Glover.

Mr Levesque, a former vice president at DHL, is 
group managing director of Modern Terminals in 
Hong Kong and author of The Shipping Point, The 
Rise of China and the Future of Retail Supply Chain 
Management in 2011.

Mr Glover, a master mariner, is a disputes lawyer 
and partner with Norton Rose Fulbright, based in 
Hong Kong, and focuses on shipping, international 
trade, regulatory and marine insurance.

The briefing, hosted by Lloyd’s List chief 
correspondent Richard Clayton, will be held in the 
Renaissance Hong Kong Harbour View Hotel.

Further information and registration is available 
here.

Classic panamax market stabilises
CLASSIC panamax containerships have seen a 
dramatic shift in trade patterns over the past several 
years, but activity has started to stabilise. A look at 
the overall fleet shows that the tonne-mile demand 
for ships of this size fell steeply through the start of 
2017, but has since levelled off as the fleet on the 
water has found new trades to service.

Low hire rates on offer for the ships encouraged 
their use to backfill in other locations, particularly 
for modern and fuel-efficient vessels. The trading 
locations remain highly diverse, especially when 
compared to larger neo-panamax and ultra large 
containerships.

Asset values for the ships rebounded in line with the 
stabilisation in tonne-mile demand. The price for a 
fixed age five-year-old ship was at its lowest in 

January of 2017 but has since recovered.
The strength in asset values for the younger ships 
suggests that market participants remain 
optimistic for the long-term employment 
opportunities for these ships. Rising replacement 
costs in shipyards and general reluctance to order 
new vessels are expected to mitigate the fleet size, 
which should also support the term charter rates on 
offer.

A look at the fastest growing port-to-port 
movements shows where these new opportunities 
for vessels have arisen. These charts show the 
movements of the ships overall, not the lift counts of 
the boxes at the ports. The top changes were 
assessed by looking at the average movements in 
2013 compared with the year to date average.

MARKETS

http://bit.ly/HKBB2018
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The September peaks at these terminals were lower 
this year than last, but the overall trend is higher. 
This suggests that panamax-sized vessels are 
continuing to find more niche port call opportunities.

Overcapacity in the large containership markets 

remains a serious concern as the global appetite for 
these large vessels remains unclear.

Smaller-capacity vessels may offer the best 
opportunity for shipowners over the next several 
years.

IN OTHER NEWS
Harry Theochari to be named 
Maritime UK chairman
HARRY Theochari will be the next 
chairman of Maritime UK, the 
industry umbrella group that 
represents ports, services, 
engineering and leisure marine 
industries.

Mr Theochari’s appointment will 
be officially announced next 
week, Lloyd’s List has learned. He 
is currently global head of 
transport at law firm Norton Rose 
Fulbright in London and sits on a 
parliamentary committee on 
Brexit and the maritime industry.

He will take over from David 
Dingle, who has been acting as 
interim chairman after Port of 
Tyne’s Andrew Moffatt had to 
step aside from the role in June 
following his announced 
departure from the port.

Mr Theochari confirmed the 
appointment to Lloyd’s List but 
declined to comment further until 
the role becomes official.

CMA CGM offers to buy out CEVA 
shareholders
FRENCH container line CMA CGM 
has proposed buying out 
shareholders in CEVA Logistics 
who wish to dispose of their 
shares as it seeks to strengthen 
its ties with the Netherlands-
based logistics operator.

The line said in a statement that 
it would launch a voluntary public 
tender offer to CEVA 
shareholders who wished to sell 
their shares in the company at 
SFr30 per share.

That is the same price as offered 
by Danish logistics firm DSV, 
which yesterday said it had 
withdrawn its offer for the 
company.

CEVA is listed on the Swiss stock 
exchange, and CMA CGM would 
be required to make an offer for 
the entire company if its 
shareholding rises above 33.3%. 
It has already increased its stake 
from 24.99% at the time CEVA 
listed in April to 33%.

Braemar ends up with loss over the 
last six months
BRAEMAR shifted to a loss of 
£3.8m ($4.9m) in the six months 
ended August from a profit of 
£500,000 a year earlier despite a 
strong performance from its 
shipbroking division.

Results were dragged down by a 
weak technical unit, which 
continued to “face tough 
trading” especially in the 
offshore sector, combined with a 
weak logistics division, which 
did not fully recover from a lull in 
summer activity, the London-
based company said in a 
statement.

Its new financial unit, set up 
towards the end of last year, has 
a “good pipeline of sizeable 
advisory and refinancing 
mandates” which it hopes will 
bear fruit in the coming year.

Revenue rose to £71.6m from 
£64.5m, while underlying profit 
increased by 12% to £2.8m. It 
disposed of its loss-making 
Braemar Response unit earlier in 

the month for a total cash 
consideration of £800,000.

Evergreen raises $97m with new 
share offer
EVERGREEN Marine Corp, the 
parent company of Taiwan’s 
Evergreen Line, is raising $T3bn 
($96.8m) through the issuance of 
300m new shares.

The company said in a stock 
market release that it was raising 
the funds from the capital 
increase to redeem borrowings 
and improve financial ratios.

Evergreen earlier this year 
ordered 20 large 11,000 teu 
containerships through a 
combination of newbuilding 
contracts and a sale and 
leaseback arrangement. The 
newbuilding orders will 
reportedly cost the line about 
$800m. Deliveries are expected 
from 2020 to 2021.

Ardmore inks sale and leaseback 
deals for four vessels
EVERGREEN Marine Corp, the 
parent company of Taiwan’s 
Evergreen Line, is raising $T3bn 
($96.8m) through the issuance of 
300m new shares.

The company said in a stock 
market release that it was raising 
the funds from the capital 
increase to redeem borrowings 
and improve financial ratios.

Evergreen earlier this year 
ordered 20 large 11,000 teu 
containerships through a 
combination of newbuilding 
contracts and a sale and 
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leaseback arrangement. The 
newbuilding orders will 
reportedly cost the line about 
$800m. Deliveries are expected 
from 2020 to 2021.

Port of Virginia gets federal approval 
to become US east coast’s deepest 
port
THE Port of Virginia’s plan to 
widen and deepen Norfolk 
Harbour’s commercial shipping 
channels has received full federal 
authorisation with the signing 
into law of the America’s Water 
Infrastructure Act of 2018.

Under the port’s Wider, Deeper, 
Safer project, deepening the 
port’s commercial channels to 
depths of 55 ft and 56 ft will 

make the Port of Virginia the US 
east coast’s deepest port.

The widening of the port’s 
channel to up to 1,400 ft in places 
will allow for two-way traffic of 
ultra-large container vessels, the 
statement said.

Engineering and design for the 
project has already begun and 
construction is set to start in 
January 2020. The targeted 
completion date is 2025.

Vinalines posts $900,000 profit for 
first nine months
VIETNAM’S state-run shipping 
company Vietnam National 
Shipping Lines turned in a small 
$900,000 profit in the first nine 

months of the year on $502.4m in 
turnover.

The diversified shipping group, 
which also has port interests and 
is involved in marine services 
businesses, said in an 
announcement on its website 
that it handled 62.9m tonnes of 
cargo at its domestic ports and 
transported another 18.7m 
tonnes.

According to its website, 
Vinalines had a fleet of 82 
vessels comprising 13 mainly 
smaller 1,800 teu feeder 
container ships, 63 bulk carriers 
of up to 73,000 dwt, and six 
smaller 50,000 dwt tankers. 

For classified notices please view the next page.
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