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NAO report says UK's
post-Brexit ferry provision
lacks adequate capacity

e

THE UK’S DEPARTMENT for Transport used a “non-transparent
procurement process” in its assessment of bids to provide post-Brexit
back-up ferry services, according to a National Audit Office report.

Many leading ferry operators were simply not interested, while the
ro-ro charter market responded to political headlines by tightening
capacity, according to the study.

Even before the collapse of the controversial contract with no-ship
start-up Seaborne Freight over the weekend, the extra capacity
procured was only ever likely to provide the country with an 11%
enhancement in ro-ro capacity, far short of the 25% believed to be
needed, the public spending watchdog found.

Right from the start, the Seaborne Freight deal was identified as a
“high-risk proposition”, the NAO added. On the brighter side, agreed
contracts with DFDS and Brittany Ferries will go ahead as planned.

The DIT undertook initial assessment during October and November
2018, in the knowledge that arrangements had to be in place by March
29, when the UK is due to leave the European Union.

The department determined that the lead time for new ferry services is
in the order of three to four months, with availability of ferry capacity
on the global market diminishing.

It feared that if it made its actions public, there would be a risk that the
market would react by reducing the number of units available to
procure for UK routes.
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However, regulations allow for the award of a
contract to be expedited through a “negotiated
procedure without prior publication” rather
than public procurement in cases of extreme
urgency.

Accordingly, the department took what it referred to
as a hybrid approach. This involved pursuing direct
awards with ferry operators, while seeking as far as
possible to replicate the conditions of a transparent
and competitive process.

Over November 16-27, the DfT approached nine
operators under non-disclosure agreements.

These operators included seven freight companies
already running from ro-ro ports; one freight
company that could potentially run from Sheerness,
given work to develop the necessary port
infrastructure; and one new freight company —
Seaborne Freight (UK) — that could potentially
operate from Ramsgate (pictured) with an
infrastructure upgrade.

The nine operators were issued with an invitation
to tender and asked to submit bids by
December 14.

“The department received three bids, which was
fewer than it had expected,” said the NAO. “It
informed us that the market had reacted quickly to
the wider political climate.

“There had been an expectation that the draft
withdrawal agreement and political declaration on
the future of the UK-EU relationship would be
finalised at the EU summit in October, or shortly
afterwards.

“The department informed us that by early
December operators were reacting to the increased
risk of no deal and were less willing to provide more
UK freight services.”

As Lloyd’s List reported last October, while ro-ros
are in principle available for charter in the same way
as any other vessel type, the market is tight. Even at
the time, specialist brokers declared that there was
“no way” suitable tonnage could be found in time.

Suitable tonnage

The three deals which were signed — with Seaborne,
DFDS and Brittany — were assessed as likely to
provide extra freight capacity equivalent to around
11% of normal flows across the short straits, falling
short of the anticipated 25% the DfT was looking for.

The NAO also reveals that evaluative criteria were
heavily weighted towards the price elements of bids,
which accounted for 80% of the potential overall
scoring. Only the remaining 20% of the score
addressed the quality of bids.

The bid from Seaborne was identified as “a high-risk
proposition”, requiring a different approach to the
other operators.

Although Seaborne was declared to have an
experienced management team, it was “a new
operation and any new organisation has the
potential to face teething troubles”.

Seaborne did not currently operate from Ramsgate
or Ostend and had not yet entered into binding
contracts to use those ports.

While it had “identified ships for use”, it had yet to
finalise contracts.

The service Seaborne had planned is also physically
impossible to operate in current circumstances,
because the port of Ramsgate can only
accommodate occasional ro-ro use at present.

The DfT entered discussions to provide Ramsgate’s
owner, Thanet District Council, with up to £3m to pay
for infrastructure upgrade work, the NAO confirmed.

Grayling contradicted on use of public funds

for Ramsgate contract

THE Department for Transport spent £800,000
($1m) of public money in assessing Seaborne Freight’s
contract to run post-Brexit ferry services, which has
now been cancelled after Ireland’s Arklow Shipping
decided against providing financial backing.

According to a report by the National Audit Office,
consultants Slaughter and May, Deloitte and Mott
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MacDonald were engaged at taxpayer expense to
evaluate the bid.

The report appears to contradict assurances from
Transport Secretary Chris Grayling who told
Members of Parliament in a Commons statement
this week that no public money was spent on the
contract.
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In a heated exchange, Mr Grayling said the
opposition Labour Party, “clearly wasn't listening
when I said we've spent no money on this contract”.

Mott MacDonald identified “significant execution
risks” while Deloitte did not make a formal
assessment, as Seaborne had only been incorporated
in April 2017.

The decision to award a £13.8m contract to
Seaborne Freight to operate services between
Ramsgate and Ostend in the event of a no-deal
Brexit was widely criticised when it emerged that
the hitherto unknown company had no shipping
assets.

Two other companies awarded contracts to run
additional cross-Channel services to ensure supply
chains were not disrupted in the event of a no-deal
withdrawal from the European Union — DFDS
and Brittany Ferries — are both established
operators.

The NAO document says that even with the contracts
agreed with DFDS and Brittany, Britain is likely to
see a sharp shortfall in necessary ro-ro capacity after
leaving the European Union on March 29.

The government’s contract with Seaborne was

cancelled over the weekend after Ireland’s Arklow
Shipping withdrew financial backing.

Irish shipping sources say Arklow never entered
into formal contracts with Seaborne or the DfT. But
a letter from Arklow managing director James
Tyrell to Mr Grayling dated January 18, and
released by the DfT, appears to contradict that.

Mr Tyrell writes: “In support of the current
proposals to develop the shipping route between
Ramsgate and Ostend, Arklow Shipping intends to
provide equity finance for the purchase of both
vessels and an equity stake within Seaborne which
will be the operating entity of this project.

“Seaborne is a firm that brings together
experienced and capable shipping professionals. I
consider that Seaborne’s plans to deliver a new
service to facilitate trade following from the UK’s
departure from the EU are both viable and
deliverable.

“I will be working closely with the team at Seaborne
to ensure that they have appropriate support from
Arklow Shipping to deliver on their commitments
to Her Majesty’s Government.”

The DIT has been contacted for a comment.

OPINION

Blame today’'s congestion on

tomorrow's tariffs

CONGESTION is anathema to the just-in-time
economy. Congestion means delay. Delay means lost
time. And lost time means lost money — and
perhaps lost customers, too, disgruntled and gone
forever. Little wonder that ports don’t want to be
accused of being congested. If that label sticks, their
business drops, writes Eric Watkins.

The Trump administration has done much to
create congestion at US ports, whether on the east
coast, the Gulf coast or the west coast. The
Trumpian threat of tariffs last year was enough to
panic shippers in China into front-loading, sending
anything and everything that might have fallen
foul of the tariffs. Further threats are on the
horizon.

Los Angeles port officials told Lloyd’s List that
front-loading by shippers created problems at
certain of their terminals. But their real concern
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now is over the potential problems that may arise
from the doubling of tariffs that could be imposed
in March.

“Yes, the front-loading has created some issues at
terminals at the port,” said one official. “It all came
from the concerns of shippers to get their goods onto
US territory ahead of the tariffs. But we are
concerned about further front-loading that may
come ahead of any new round of tariffs.”

His remarks coincided with an advisory issued on
February 11 by terminal operator TraPac notifying
Los Angeles area truck drivers of a shortage of
trailer chassis. TraPac said it was “extremely low” on
certain sizes and advised them to bring their own to
the terminal when collecting containers.

“Los Angeles is extremely low on 40 ft and
45 ft chassis today,” the firm said. “Please make
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arrangements to bring your own. For alternate
chassis pick up locations, please contact the Pool
of Pools,” it said, referring to the ports-sponsored
arrangement for sharing chassis.

In mid-December, one terminal operator who
preferred to remain unnamed told Lloyd’s List of a
“potential” shortage of chassis due to the front-loading.
“It’s the shippers,” he said. “They’ve ordered more than
they can take away, so they are leaving the boxes with
us. That takes up space, boxes and chassis.”

All of that, in turn, hits the truckers. Indeed, while
truck dispatchers interviewed by Lloyd’s List denied
any port-wide problem of chassis, they did say that
certain terminals were having problems. Terminal X
is “pretty good”, said one dispatcher who gave his
name as Mark. “They have good days and bad, but
generally theyre okay,” he said.

“But one of my drivers had to spend an entire day at
another terminal, from 9 am to 4 pm just waiting for
a box,” he said, while a second dispatcher, named
Gerald, complained that some personnel at terminal
gates were charging truckers to enter the gates.
“They’re taking bribes to let some people in faster
than others,” he said. “The ones who pay, win. They
get their boxes faster.”

It’s all about congestion.

Growing unease
Trumpian gamesmanship is aimed at improving the

country’s balance of trade. Whether it is actually
redressing that balance remains to be seen. But,
meanwhile, what can be seen at US ports from sea to
shining sea is a growing unease at the uncertainty
that Trumpian tactics have unleashed around the
globe and the strain it has imposed on the nation’s
gateways.

Last August, the Associated Press reported that
port officials continue to worry that Trump would
make good on his threat to expand tariffs on
Chinese imports — a list that includes fish and
other foods, furniture, carpets, tyres, rain jackets
and hundreds of additional items. Tariffs would
make those items costlier in the US. And if
Americans buy fewer of those goods, it would likely
lead to fewer containerships steaming into US
ports.

The impact will be felt keenly at west coast ports
such as Los Angeles and Long Beach.

Los Angeles mayor Eric Garcetti, relying on
information from his port officials, said his port

— the biggest in the US — could suffer a 20% drop in
volume if an additional $200bn in tariffs is imposed
on Chinese goods.

Today’s congestion is not a problem to be planned
for or built-out on. Today’s congestion is just an
algorithmic function of tomorrow’s tariffs. But who
knows what they will be or what sort of glut they’ll
create the next time around?

ANALYSIS

CMA CGM thinks inside the box

with CEVA deal

CMA CGM’s tender to buy the outstanding shares in
CEVA marks the latest phase in the French carrier’s
efforts to acquire and integrate with a third-party
logistics provider.

Ranked the fourth-largest carrier in the world by
capacity, CMA CGM wants to develop a logistics
offering to “complement our maritime activity”
and provide “a full end-to-end service to our
customers’.

“This is clearly a major operation for us,” chief
financial officer Michel Sirat told Lloyd’s List.
“We will become a group with over 100,000
employees. It is a shift for us to become a
leader in transport and logistics.”
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Strategically, it made sense in terms of positioning
an asset-heavy company such as CMA CGM
with an asset-light one such as CEVA, he said.

“There is a convergence move and it is important
to be able to offer our customers a one-stop shop.”

The plan is to offer customers a fully integrated
container logistics service.

If that sounds familiar, it is because it is similar to
what Maersk decided to do in 2016, when it
announced it would integrate its transport and
logistics brands under one company structure.

While Maersk is seeking to fully integrate Damco,
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however, CMA CGM will keep CEVA as a separate
operation. CEVA’s focus is somewhat different too,
being more of a contract logistics specialist than a
pure freight forwarder.

There are solid reasons for both companies to be
seeking to develop their logistics operations.
Carriers are rightfully fearful of being seen as a
commoditised service, distinguishable only on price.
When this becomes the case, offering ocean freight
carriage becomes a fight to the bottom on rates.

By moving further down the supply chain, carriers
are seeking to hook in the customer earlier,
providing a full range of services that they believe
can be differentiated.

“For a customer of CMA CGM, the benefit will be a
service that is deeper in the supply chain than just
moving the boxes,” Mr Sirat said.

“With CEVA, we have the ability to open the box and
deal with what is inside it. We believe that for some
of our customers it is going to create a value for them
and will be a win-win situation for our customers
and us.”

Moreover, integrating logistics gives carriers access
to valuable data on who is delivering what to whom
and when. By becoming closer to their customers,
carriers can better meet customer requirements and
win their business.

Ocean freight is also a volatile business with
earnings rising and falling both seasonally and
across the business cycle.

Both CMA CGM and Maersk hope to gain a
smoothing effect from taking a larger slice of the
logistics pie.

The logic may seem so obvious that one might ask
why it has not been done before. The answer is that
it has.

In the early days of containerisation, US-based
Sea-Land used Buyers Consolidated as a cargo
consolidator and forwarder.

Maersk, too, was an early adopter, with its

Mercantile, Maersk Logistics and eventually Damco
service offerings. CMA CGM, too, had its own
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logistics business, which it has sold to CEVA as part
of the two companies’ strategic plan.

“Our logistics business was good but not that great
in terms of size,” Mr Sirat said. “It is purely a freight
management business. The beauty of CEVA for us is
that it is a sizeable player in contract logistics. It
gives us the ability to supply an added value to the
supply chain of our customers.”

No precedent

But speaking at the Cargo Logistics conference in
Canada last week, Bill Payne, a former vice-
chairman of NYK Line, which also had its own
logistics unit, said that while there could be benefits
to integrating logistics with ocean freight, the fact
that previous efforts had come to nought should act
as a warning to carriers.

“On the one hand, you have the vertical integration
of knowledge and the supply chain,” Mr Payne said.
“It is good for the liner team to have access to the
software and contacts of the customer and you can
become more embedded with them if it is
successful.”

But there were threats to the model as well, he
added.

“Gaining core competency in all facets of the supply
chain may be difficult,” he said. “I don’t think I've
ever seen it done.”

Moreover, customers’ own strategies may be
“modular”.

“They want to be light on their feet and be able to
hire and fire a partner,” Mr Payne said. “They do not
want to feel they are held captive to an organisation.”

And carriers’ largest customers, the non-vessel
operating common carriers, may be wary of an
ocean carrier entering its marketplace.

“If a forwarder finds itself competing against a
carrier’s own forwarder for one of its major
accounts, it will be less likely to use that carrier’s
liner division to book its freight,” Mr Payne said.

Mr Sirat admitted that this was a risk, but insisted
that CEVA would not be getting better rates than its
other customers. “We are not going to kill our own
customers to favour CEVA,” he said.
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US box imports still strong as

tariff hike approaches

IMPORTS through major US retail container ports
may have dipped since the peaks seen last autumn,
but they remain at higher-than-usual levels as a
possible increase in tariffs on goods from China
approaches in March.

According to the monthly Global Port Tracker,
published by the National Retail Federation and
Hackett Associates, US ports handled 1.97m teu in
December, the latest month for which after-the-fact
numbers are available, compared with 8.8% from
November and 13.9% year over year.

That brought 2018 to a record 21.8m teu, an increase
of 6.2% over 2017’s previous record of 20.5m teu.

US tariffs of 10% on $200bn worth of Chinese goods
that took effect last September are scheduled to
increase to 25% on March 1 unless negotiations that
began in December are successful.

“With trade talks with China still unresolved,
retailers appear to be bringing spring merchandise
into the country early in case tariffs go up in March,”
said National Retail Federation vice-president for
supply chain and customs policy Jonathan Gold.

“We are hopeful that the talks will succeed, but until
the trade war is behind us, retailers need to do what
they can to mitigate the higher prices that will
inevitably come with tariffs.”

Last month was estimated at 1.83m teu, up 4.1%
from January 2018.

February is forecast at 1.78m teu, up 5.7% year over
year; March at 1.6m teu, up 3.8%; April at 1.76m teu,
up 7.7%; May at 1.89m teu, up 3.4%, and June at
1.86m teu, up 0.3%.

That would bring the first half of 2019 to 10.7m teu,
up 4.1% over the first half of 2018.

“US containerised imports continue to be robust,
with retailers and other businesses trying to beat
potential tariff increases in March,” said Hackett
Associates founder Ben Hackett. “The problem is
that warehouses and storage facilities are running
out of space.”

In an update last week, US freight forwarder
Flexport, reported “extreme congestion at Los
Angeles/Long Beach and New York ports, as a result
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of the influx of import volume in advance of the
tariff hikes, peak season, and Chinese New Year
preparations”.

It added: “The large import volume is causing a
chassis shortage and long pickup times, so you may
experience some shipment delays in the next few
weeks. New York’s Newark terminal is particularly
crowded, and because NY terminals are not open
after hours or on weekends (unlike LA/LB), we
expect the NY backlog to take longer to clear.”

Patrik Berglund, chief executive of container rates
specialist Xeneta, last week observed that the port of
Los Angeles/Long Beach “is setting all sorts of
volume (and port-trucker gridlock) records as
containers from China flood into the US west coast,
and Maersk swapped two 17,800 teu into that lane;
replacing two 13,000 teu.

“However, this may not be due to a US economic
boom; it is speculated to be a frantic rush to beat
Trump’s March 2 tariff deadline; if a trade deal
between the US and China is not reached by that
date, tariffs on some 7,500 Chinese goods will
increase by 25%, so importers are rushing to beat
the deadline.”

He said Maersk had, most likely, moved those ships
off the China-North Europe lane because that trade
was slow.

Trump extended his deadline once already, in
December 2018, but there is no guarantee it will be
extended again. Economists are expecting the US
economy to slow down in 2019. Goldman Sachs
projected late last year that US GDP growth will
slow to 1.8% and 1.6% in the third and fourth
quarters of 2019.

However, these observations about recent strong US
container traffic contrast somewhat with an
anecdotal report last week from one US freight
forwarder.

David Bennett, president of US forwarder Globe
Express Services, told last week’s Cargo Logistics
conference in Vancouver that volumes in the past
three weeks had been very soft, with “absolutely no
surge in freight leading up to Chinese New Year”.

He predicted that the next six weeks would be even
softer, noting that “all the freight that that would
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typically move at this time of the year has already
been advanced”. And he said he doubted that
shippers would try to advance freight again
ahead of any future possible tariff increases

“because anything that could be moved had been
moved”.

MARKETS

Chinese coal import restrictions
spell bad news for bulkers

DRY bulk shipping’s hopes of a recovery are
evaporating as the demons of uncertainty unleashed
by the Chinese customs authorities haunt the
market.

Chinese customs have now slowed the cargo
declaration process for Australian coal shipments at
a number of north China and northeast China ports,
which has increased the waiting time for ships to
unload to 50-60 days.

According to brokers, coal restrictions imposed
during the beginning of the winters in China have
led to the current congestion as cargoes that arrived
in China during November and December could only
be cleared by customs in January resulting in
current delays.

“While not an outright ban, they suggest it is a way
to discourage imports from Australia. This could
help tie up supply in the near term,” JP Morgan
analyst Noah Parquette said in a note.

However, the current backlog has raised market

concerns over Chinese customs to possibly maintain
its tight control on imports for the coming months
as well.

What is more, a penalty of about $1-$2 a tonne per
day for delayed port clearance is expected to be
borne by suppliers, which is discouraging Australian
imports, a trader said.

This has significantly reduced the demand for
vessels in the trade lane with only one fixture
concluded after the Lunar New Year holidays despite
freight rates being so low, a Singapore based broker
noted.

China imported 281.5m tonnes of coal during 2018,
an increase of 3.4% year on year despite a virtual
ban on coal imports during the last two months of
the year.

Meanwhile, the Baltic Dry Index has reached its
lowest level in two-and-a-half years and was at 634
points on Monday. This is 344 points shy of its
record low in 2016.

Malaysia's crude palm oil exports

rise in January

MALAYSIA'S crude palm oil exports surged 14%
year on year to 1.68m tonnes last month, led by
exports to China and India.

Exports to China rose 102%, spurred by restocking
ahead of the Chinese New Year holidays, DBS
analysts said.

The country’s exports to India also expanded in
January, bolstered by Indian government moves to
cut tariffs levied on imports of crude and refined
palm oil, a separate report by Affin Hwang Capital
stated.

Malaysia exported 317,200 tonnes of crude palm
oil to China and another 318,300 tonnes to India in
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January. Exports to the European Union increased
161% month on month to 243,500 tonnes, according
to Affin Hwang Capital.

DBS analysts projected that exports may slow down
in February on the back of Chinese New Year
holidays in China, before rebounding in March.

Malaysia’s crude palm oil production in January
declined further by 3.9% month on month to 1.74m
tonnes, mainly attributable to the seasonal monsoon
factor.

Affin Hwang expects Malaysian crude palm oil
production to “remain weak over the next one to two
months” owing to the seasonal monsoon period,
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before picking up in the second quarter. The
country’s stockpiles fell to 3m tonnes in January
from a record high of 3.2m tonnes in the previous

month.

The analyst sees crude palm oil production

extraction rate.

tonnes from 19.5m tonnes in 2018, supported by the
improving fresh fruit brunches yield and oil

Malaysia is the world’s second-largest crude palm oil

rebounding by 2.5% year on year to about 20m

exporter after Indonesia.

IN OTHER NEWS

DSV bid splits Panalpina shareholders
PANALPINA shareholder Artisan
Partners has criticised the
company's board over its
response to a $4bn proposed
takeover by rival DSV.

Danish logistics service provider
DSV last month offered SFr170
(8168.60) per Panalpina share, in
a combination of cash and DSV
shares.

Following the bid for the Swiss
freight forwarder, Panalpina said
that the family-controlled Ernst
Gohner Foundation, which owns
a 45.9% stake in Panalpina World
Transport (Holding), opposed the
offer.

HHI set to buy DSME, say bank
HYUNDAI Heavy Industries, the
world's largest shipyard by sales,
is to buy compatriot yard Daewoo
Shipbuilding & Marine
Engineering, the Korean
Development Bank has
confirmed.

A deal will be formally signed
next month after the third major
South Korean yard, Samsung
Heavy Industries, said does not
intend to join the race to take
over DSME, the bank said.

KDB is the main shareholder of
DSME, with a 56% stake.

CMA CGM makes formal offer for
CEVA shares

CMA CGM has launched a public
tender for CEVA Logistics as it
moves to create an “end-to-end"”
service for its customers.

The tender, which was published
last month, offers SFr30 ($29.78)
per share, a 12.2% increase on
the average CEVA share price
over the past 60 days and 62.9%
above the SFr18.42 the shares
were trading at when DSV made
an unsolicited bid for the
company in October 2018.

“The launch of this public tender
offer is in line with CMA CGM's
overall strategy,” company chief
executive Rodolphe Saadé said.
“By developing a logistics
offering to complement our
maritime activity, we will be able
to propose a full end-to-end
service to our customers.”

JES applies to be put under judicial
management

TROUBLED shipbuilder JES
International has finally
succumbed to its debt woes after
last ditch attempts to find new
investors apparently fell through.

The Singapore-listed China
shipbuilder said in a stock
market announcement that an
application has been filed in the
High Court of Singapore to place
the company under judicial
management. A date for the
court to hear the application has
not been fixed yet, JES added.

The company further announced
that Yit Chee Wah from FTI
Consulting (Singapore) has been
proposed as judicial manager to
manage the affairs, business and
property of the company during
the period it is under judicial
management.
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Star Bulk profit hit by vessel sale
STAR Bulk Carriers posted a
lower fourth-quarter net income
for last year after absorbing the
impact of vessel writedowns.

The New York-listed company
posted a net profit of $12.3m,
compared with $§23.8m in the
year-earlier period.

The quarterly figure included a
$§17.8m impairment loss related
to the sale of the 2001-built
supramax Star Delta, and on two
other pending sales.

Nordic American Tankers secures new
five-year loan

NORDIC American Tankers has
entered into a five-year $306m
senior secured credit agreement
funded by Beal Bank of Dallas.

The company described the deal
a "major breakthrough” as it
settles financing worries at a
lower effective interest rate than
the facility it retires.

The financing continues to
secure a competitive cash break
even for the company and allows
NAT greater flexibility in settling
dividend payments, the company
said.

Registries criticised for Aquarius
de-flagging

HUMAN Rights At Sea, the
seafarer charity, has criticised
the maritime administrations of
Panama and Gibraltar for
submitting to political pressure
and prioritising commercial
interests when delisting the
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migrant search and rescue vessel political pressure from Italy when organisation Médecins Sans

Aquarius from their registries last they each delisted the vessel. Frontiéres and ceased operations

year. in December 2018 after months
Aquarius, originally a fishery as the subject of political

In a report, the group said the protection vessel, was operated controversy.

ship registries submitted to by non-governmental

For classified notices please view the next page.
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IN THE HIGH COURT OF JUSTICE No. CR-2018-000151
BUSINESS AND PROPERTY COURTS OF ENGLAND AND WALES
INSOLVENCY AND COMPANIES LIST (ChD)
IN THE MATTER OF
ROYAL & SUN ALLIANCE INSURANCE PLC
-and -
IN THE MATTER OF
THE MARINE INSURANCE COMPANY LIMITED
-and -
IN THE MATTER OF
MERCANTILE INDEMNITY COMPANY LIMITED
-and -
IN THE MATTER OF
THE FINANCIAL SERVICES AND MARKETS ACT 2000

Notice is hereby given that on 17 January 2019 an Application was made under section 107 of the Financial Services and Markets Act 2000 (the
“Act”) in the High Court of Justice of England and Wales by the above-named Royal & Sun Alliance Insurance plc (“RSAI") and The Marine
Insurance Company Limited (“MIC”) {together the “Transferors”) and Mercantile Indemnity Company Limited (the “Transferee”) for Orders:

(1) Under section 111 of the Act sanctioning a scheme (the “Scheme”) for:

(@) the transfer to the Transferee of certain direct and reinsurance business of the Transferors, namely certain UK-based commercial general
insurance business; and

(b) the making of ancillary provisions under section 112 of the Act for implementing the Scheme.

The following documents are available and may be obtained by any person free of charge by downloading them from the website
{(www.rsagroup.com/RSATransfers) or by making a requesl by email to RSATransfers@equiniti.com, or in writing at RSA Insurance Group,
20 Fenchurch Street, London EC3M 3AU, United Kingdom (Attention: Jonathan Colson) or by calling the Scheme helpline on +44 121 415 0966
at any time until the making of an order sanctioning ﬁ’-e Scheme:

a copy of the Scheme document;
a copy of the report on the terms of the Scheme prepared by an independent expert in accordance with Section 109 of the Act;

a communications pack, which includes a statement setting out the terms of the Scheme and a summary of the independent expert’s
report.

Anyone who has any questions regarding the proposed Scheme or would like further information should contact us using the above details.

The specific nature of the transferred business differs between RSAI and MIC, but in both cases constitutes part of their respective commercial
general insurance businesses.

It is intended that the Scheme will transfer from RSAI to the Transferee certain commercial general insurance policies that include liability cover
and that were either: (i) written by or on behalf of RSAl prior to 2006, or (ii) written by or on Eehalf of anather insurer prior to 2006 and transterred
to RSAI prior to 7 February 2017, Policies that relate exclusively to marine or motor liabilities, or were underwritten by a branch or agency
incorporated or domiciled outside the UK are excluded from the Scheme, as are certain other specifically excluded policies.

It is intended that the Scheme will transfer from MIC to the Transferee the following categories of commercial general insurance policies that
were either written: (i) by or on behalf of MIC, or (ii) written by or on behalf of another insurer and transferred to MIC prior to 7 February 2017

(A) all marine energy policies written prior to 2004;
(B) all other marine policies written prior to 1997; and
(C) all aviation policies written prior to 2009,

The Scheme will also transfer various business contracts from each of RSAl and MIC to the Transferee, including all or part of certain outwards
reinsurance contracts. The business of the Transferors, comprising policies and business contracts, and associated assets and liabilities, that is to
be transferred to the Transferee by the Scheme forms the “Transferred Business”,

The Scheme will transfer the Transferors’ rights and obligations under the commercial general insurance policies forming part of the Transferred
Business (referred to as the “Transferred Policies”) without alteration to Mercantile. The holders of the Transferred F'o?icies {and any persons
entitled to beneficial rights under such Transferred Policies) will, with effect from 00.01 BST (British Summer Time) on 1 July 2019 (or at such
o!her later time and/or such other date as the Transferors and Transferee may agree] (the “Effective Date”), become entitled, to the exclusion of

T rights which they may have had against the Transferors under a Transferred Policy, to the same rights against the Transferee. Similarly, the

holders of the Transferred Policies shall be liable to account to the Transferee for any further or additional premiums or other sums attributable
or referable thereto, as and when they become due and payable. Responsibility for handling all claims under the Transferred Policies, which
are currently being handled by, or on behalf of, the Transferors will transfer to the Transferee. The Transferee shall be entitled to any and all
c;]efer}}:es, claims, counterclaims and rights of set-off under the Transferred Policies, which would have been available to the Transferors prior to
the Effective Date.

Subject to certain exclusions, at and with effect from the Effective Date, all assets and liabilities that are comprised in, arising from or in connection
with the Transferred Business shall transfer to the Transferee. Various business contracts will also transfer so that they will become agreements
between the Transferee and the relevant third party. The Scheme will be valid and binding on counterparties to such contracts notwithstanding
any restriction on transfer or assignment wntalnec{ in any such contract.

The Application is due to be heard at the High Court of Justice of England and Wales (High Court), 7 Rolls Buildings, Fetter Lane, London,
EC4A INL, United Kingdom on 13 June 2019, Any person who considers that he or she may be adversely affected by the Scheme has the right
to make representations and/or to appear at the Court hearing. It is requested that any person intending to make representations (either in writing
or by telephone) and/or appear at the hearing (either in person or using legal representation), please contact RSA on +44 121 415 0966 or in
writing at the email address below as soon as possible and before 13 June 2019 to set out the nature of their representations. This will enable the
Transferors and the Transferee to provide notification of any changes to the hearing and, where possible, to address any concerns raised in advance
of the hearing. If the requested notice is not given, attendance at the Court hearing, either in person or using legal representation, will still be
permitted.

Jonathan Colson

RSA Insurance Group

20 Fenchurch Street, London EC3IM 3AU, United Kingdom

RSATransfers@equiniti.com

Lloyd's List | Daily Briefing Wednesday 13th February Page 10



Lloyd S List IntelllgenceDw

Maritime intelligence | informa

The Next Generation
Lloyd’s List Intelligence

Uniquely powerful vessel tracking, characteristics,
ownership and incidents data.

At the centre of Lloyd’s List Intelligence is our online vessel tracking system,
Seasearcher, This gives you access to the transactional and analytical data required
to make a measured difference to your business, whether you are trying to increase
operational efficiencies, manage risk, or develop new business opportunities.

The new Next Generation platform was launched earlier this year to offer our customers
a greatly improved service and some fantastic new features including:

» A modern, simplified search and mapping interface
» Streamlined operational workflows and geospatial tools

» Enhanced visibility of port, terminal and berth activity including new alerting and
filtering tools

» Increased vessel tracking data granularity with improved AIS capabilities
» Raw data manipulation through Excel downloads

To find out more about Lloyd’s List Intelligence services,
please email info@lloydslistintelligence.com, call +44 (0)207 7017 5392
or visit info.lloydslistintelligence.com
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