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Governments pursue new
shipping emissions measures

“\ N\ )

LARGE SHIPPING NATIONS and European economies are urging
shipowners to hasten operational energy efficiency as a precursor to
greenhouse gas goals.

Japan, France, Denmark, Germany and Spain have all taken the
mantle with new proposals to the IMO’s next high-level environmental
meeting happening in May, calling for measures to attain the
industry’s short-term self-imposed emissions goals.

Governments must meet the commitment they made last year to slash
shipping’s total annual greenhouse gas emissions by at least 50% by
2050 compared with 2008.

But more immediately, shipping needs to cut its average carbon
emissions per transport work, a term that is as vague as it sounds, by
at least 40% by 2030 compared with 2008.

Vessels are already regulated by the energy efficiency design index, which
prescribes the minimum design efficiency improvements of new ships.

Countries are now keen on expanding the operational energy efficiency
aspect to help meet 40% reduction rate.

To fast track the process, France has suggested implementing speed
regulation until 2023 followed by a “goal-based approach” whereby the
outcome, not the measure, defines the policy.

Fellow EU countries Denmark, Germany and Spain are keen on the

second part of this proposal, with a call for energy efficiency targets,
without, however, prescribed ways to meeting them.
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The three countries want shipowners to document
that they are meeting specific annual or three-yearly
energy efficiency targets.

“It will be up to the shipowners to decide on how to
achieve the requirement by either retrofitting the
ships to be more energy efficient, or adopting fuel-
efficient operations, innovative solutions or by speed
reduction, for example by shaft power limitation,”
their proposal suggests.

GHG policy is politically charged and underpinned
by financial considerations.

There is a strong demand by developing nations and
least developed countries, as well as small island
developing states, that the impact of any measures
on their economies is carefully considered before
they are adopted.

The IMO has agreed to avoid burdening these
countries as it tries to implement the initial strategy.
Every proposed measure will be under scrutiny
especially regarding this issue.

But Denmark, Germany and Spain appear confident
their proposed measure will not be harmful.

“The proposed measure would apply to all ships on
all flags. Given it is aimed at energy efficiency and
leaves shipowners with the choice of how to reach
the measure, it is difficult to see how SIDS and LDCs
would be disproportionally impacted. This would
also depend on the current distribution of more
efficient ships,” they said.

Instead, they believe the measure will generate
cost-efficient investments that will have a quick
payback period for shipowners.

Japan is also suggesting technical measures on
existing ships that enable shipowners to manipulate
what they call “enforceable” factors to energy
efficiency.

Potential tools that shipowners could deploy induces
hull design, and even limits to the maximum engine
power through a mechanical fuel index sealing
system.

But the country is weary of prescriptive measures
that have to do with commercial aspects of
operations and explicitly warned against speed
limits as it believes the industry will face difficulties
in accommodating different demands within the
industry.

“Furthermore, it is legally and technically quite
difficult to continuously monitor and regulate the
business activity of a ship. Therefore, some
flexibility is essential in any measures on
business activities. In this context, utilisation of
the Ship Energy Efficiency Management Plan or
other incentive measures could be a more
practical way to address business activities,” it
said.

Energy efficiency measures may appear to be
popular among influential countries, but the
proposals will not go without deliberation.

China warned in its own submission that
developing operational energy efficiency

measures is complicated and wants a serious of
steps taken rolling out measures, such as create an
operational energy efficiency indicator and
evaluate the carbon intensity of the whole
shipping industry and of individual shipping
segments.

WHAT TO WATCH

Brexit will see no change in UK port state

control, MCA confirms

BRITAIN'’S port state control activities will not
change whatever happens with Brexit, and the
European Union directive on port state control will
continue to be observed even though it will no longer
be binding, the Maritime and Coastguard Agency
has pledged.

In a series of emails to Lloyd’s List, the MCA said
that UK port state control obligations ultimately

Lloyd's List | Daily Briefing Monday 15th April

derive from membership of the Paris Memorandum
of Understanding, which is an international
organisation rather than an EU body. Paris MOU
membership is to be retained, it confirmed.

“This means that the UK’s ability to conduct port
state control inspections will be unaffected when the
UK leaves the EU, even under a no-deal scenario,”
the MCA said.
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The legal framework for the inspection of ships is
based on the UK Merchant Shipping Act and
associated merchant shipping legislation.

At present, the EU directive puts obligations on the
UK in terms of targets and inspection procedures.
These will no longer be binding, the MCA admitted.

But as a member of the Paris MOU, Britain will
abide by the directive’s procedures, regardless of its
EU status.

“We would have to meet our fair share of ship
inspections allocated to the UK as a member of the

Paris MOU. The calculation of fair share allocation
will be no different on the day we leave to the
present.”

The EU directive has been enshrined in the UK Port
State Control Regulations 2011, and there is thus no
intention of replacing the EU directive with a further
domestic instrument.

Luc Smulders, secretary-general of the Paris
MOU, added: “I do not expect many problems.
We have non-EU members and [the UK] will
apply national legislation to be part of the Paris
MOU.”

The Interview: Nick Brown

SOME of the most influential decision-makers in
shipping were born into the business. Others arrived
on the scene by chance. Nick Brown, director of
marine and offshore for classification society Lloyd’s
Register, is squarely in the latter category.

“I grew up on a small family farm in North
Lincolnshire, and when I was about 15, a Lloyd’s
Register surveyor was moving into a fairly remote
house near our farm and his removals truck became
stuck,” he recounted.

“He came knocking on our door one dark winter’s

night, asking, ‘Would the farmer bring a tractor to
get his truck down to the house so he could put his
furniture inside?”

The surveyor became a good family friend, and
when Mr Brown went on to study engineering at
Nottingham University, the surveyor suggested that
he work at LR during the summer.

Finding love

“I found a love for engineering on the farm,
tinkering with the equipment and machinery. At
university, there was a lot of theory and science, and
with [summer work at LR], I was getting my hands
dirty and wearing a boiler suit. It felt good because it
was about applying engineering. It was practical,
just like it was back on the farm.”

After he graduated, he took a full-time job at LR in
1996. Over the next eight years, he worked as a
surveyor in Finland and Germany, certifying cruise
newbuildings, and in Bahrain and Dubai, doing
drydocking surveys with an emphasis on tankers.

He returned to the UK in 2004-05, leading LR’s
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tanker division at the time when common structural
rules were being finalised. He then headed back
overseas in 2006, to China, where he would remain
for the next seven years and oversee LR’s
newbuilding business amidst the historic market
peak and subsequent bust.

A typical customer exchange during the 2007-08
boom era went as follows:

“Tell me about shipyard ‘x’,” an owner would ask. “I
understand they have orders for 50 suezmaxes.
What’s your opinion?”

Mr Brown: “What exactly do you want to know?”
Owner: “What’s their quality?”

Mr Brown: “Well, at the moment, that shipyard is
part of a river and it’s being reclaimed. Once the
shipyard is actually there, they will start to build
these 50 suexzmax tankers. Then, at some point
after that, I should be able to answer your question.”

He believes LR made an astute decision during this
period by only focusing on a select number of higher-
quality Chinese yards. “We could have gone out and
tried to win as much business as possible, but that
would have threatened LR’s reputation and its brand.

“The number of shipyards in China at the time was
in the hundreds. We selected 30 we wanted to focus
all of our efforts on.”

Homecoming

He returned from China to the UK in 2013 to run
business development at LR’s Global Technology
Centre in Southampton. He was named chief marine
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operating officer in 2014, and marine and offshore
director in 2016.

In this executive role, he is using his surveyor-in-a-
boiler-suit background to steer LR’s shipping
division amidst an unprecedented technological
transformation.

“We are probably in the most dynamic period the
industry has ever seen in terms of the rate of
change,” he said, exuding enthusiasm about the
advances to come.

Given the pace of change, he is adamant that the
industry cannot wait for standardised rules —
class societies such as LR must step in. “For this,
we use what we call our alternative risk-based
design process. You go back to first-principles
engineering and look at what the risks are.

“This is a really important point: the industry
cannot wait for the rules to be written. We're going
to have to learn by applying this risk-based process
and understand how safety standards can be
maintained and ideally improved as we adopt new
technology and new fuels. We have to start off by
managing the risks without the rules,” learn from
that process, and “then write the rules and
standardise them going forward”.

One of the broader concerns about the
introduction of new technology is that the advent
of much more efficient vessels could spur
newbuilding orders, just as ‘eco ships’ filled yard
slots in 2012-15.

Mr Brown believes this can be avoided. “I'm
confident that a lot of the new technology will be
practical to retrofit,” he said. “I hope [new
technology] does not accelerate the obsolescence of
ships, because I don’t think that will do the planet
any good. If we start recycling ships after seven
years, we would be creating too much greenhouse
gas by building them in the first place.”

He warned that the risk of shortening ships’
lifespans would intensify if shipping waits too long
to address the 2050 target for greenhouse-gas
emission cuts.

“Our key message is: let’s not leave the 2050
challenge for the next generation,” emphasised
Brown. “If we don’t start building zero-emission
deep-sea vessels by 2030, the obsolescence issue
becomes more possible.
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We’ll end up with another shipbuilding boom-and-
bust period, which isn’t very helpful to anybody.”

Future fuels

Asked whether the 2050 goal can be met via an
organic adoption of new technology and fuels, or
whether a regulatory ‘stick’ will be needed, he
responded: “From a technology point of view, I don’t
think there will be an issue.

“The harder piece is: how do you make future fuels
more attractive and who pays for it? That’s where I
think we will need some form of regulation, whether
it’s penalising today’s carbon fuels and making them
artificially more expensive through some form of
levy, or making older, less-efficient ships less
commercially attractive.

“The path is very clear,” he continued. “We all know
the trajectory and where we want to get to by 2050.
We know digital and automation is going to be part
of the solution. What we don’t know is how quickly
the fuel supply chain is going to be ready.”

He believes LR’s role in shipping’s transformation
will be accentuated by its footprint across multiple
industries and its ability to cross-pollinate ideas
among them.

“A lot of the technology now is going to be very
transferrable, whereas in the past, technology wasn’t
as transferrable between one industry and another,”
he explained.

“The Lloyd’s Register Group can use its exposure
across different industries — we are in everything
from the food-supply chain to certifying nuclear
power stations — and work out what might be
practical for the marine industry.

“We want to understand the challenges our customers
face and say, ‘This is what we’re seeing in the cruise
sector. This is what we’re seeing with the big
container lines, the OEMs, the aviation industry’.”

The more that technology implementation spans
multiple industries, and the more that multiple
companies adopt the same technology within
shipping itself, the better for technology
adaptors.

“Things are moving so fast now that it’s very
unlikely one company is going to get it right on its
own,” asserted Mr Brown. “The more we collaborate
and share ideas, the more affordable the changes
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will become. Even if you are the world’s biggest
container company with 600 ships, and even if you
want to move all 600 of those ships onto a new

technology platform, it will still be a lot cheaper if
there are 20 companies that want that same
technology.”

ANALYSIS

European MR rates: Strong for now, but
inbound ballast vessels cause concern

MORE medium range two tankers have been
ballasting away from the US Atlantic coast to the US
Gulf coast over the past several months, but that
trend has changed. Indeed, a greater number of
ships are now leaving the Atlantic coast and are
bound for the traditional load region of Europe.

The US Atlantic coast is a demand hub for clean
product imports, while the US Gulf has become one
of the primary export regions.

The movement of empty vessels from one location to
another contributes to spot market earnings levels
on the TC2 European benchmark, and the TC14
earnings in the US Gulf. Available tonnage in each
load region is determined by where ship operators
decide to ballast to after discharging, so
understanding this movement trend is important.

Ballaster tonne-mile demand is calculated the same
way laden tonne-mile demand is, by aggregating the
ships movement on a daily basis and assuming a
utilised capacity of the empty ship as percentage of
the deadweight tonnage.

The trade flows incorporate predictive logic for the
next port of call. This includes vessel level trading
patterns, direction of travel, fleet level trends, and
other factors to determine where the ship is headed.

The rates in Europe have been higher, leading to
ships repositioning to the region. Chartering
managers are continually assessing the state of the
market when deciding where to send their ships. The
sharp increase in the number of empty vessels en
route to Europe may cap some of the rate optimism
in the coming week.

MR2s are the workhorses of the clean product
tanker fleet and accounted for 55.6% of all the
clean tanker demand into the US Atlantic seaboard
throughout 2018 by cargo weight. The movement
of these ships to their next port of discharge is
critical.

These charts exclude US-flagged vessels operating
on the Jones Act trade, which operate under
different commercial incentives than other MR2
tankers.

Reduction in fossil fuel use will have major
impact on maritime industry

THE world is moving away from fossil fuel usage
and will see a change in the global mix of fossil and
non-fossil fuels use to a 50:50 proportion by 2050
from the current split of 80:20, with attendant
effects on the maritime industry, according to a
leading chief executive.

Speaking at the Sea Asia 2019 conference DNV GL
oil and gas chief executive Liv Hovem cited these
figures from its global energy forecast to illustrate
how the maritime industry is likely to be affected by
these changes.

Within the maritime industry, an energy future that

aims at meeting the International Maritime
Organization’s targets means that 39% of shipping
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energy will be supplied by carbon-neutral fuels by
2050 because of the increased use of renewables as
well as a combination of carbon capture and storage
being used more than traditional heavy fossil fuel
oils, said Ms Hovem. This in turn will put a brake on
oil consumption growth, she added.

Meanwhile in terms of shipping demand, tonne-mile
growth is predicted to plateau at 37% around 2050,
and trade will increase in all segments except oil and
oil products.

In contrast the sector that will grow the most is
natural gas, which will triple by 2050, while the
container trade will double from current levels. The
hardest hit segment however will be tankers.
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With oil consumption set to peak by the mid-2020s,
and 90% of global oil trade being seaborne, this will
have a direct impact. The crude oil tanker fleet is
expected to reduce by 30% by 2050. Product tankers
meanwhile will plunge by 88% by 2050.

Turning to the implications for the maritime
industry, the panel agreed that the drive towards a
lower carbon future should also lead to more
widespread use of electric-powered applications on
vessels. The offshore support vessel segment,
especially among vessels using dynamic
positioning, is an obvious segment that can
benefit, said Corvus Energy chief executive Geir
Bjorkeli.

He also highlighted how switching to battery power
can achieve significant savings in the port sector. For
example, a container port crane can save 55% on
fuel by using technologies that capture energy on
certain operations and reuse it.

Giving some advice from an industry that had
earlier also been forced to cut emissions, Sembcorp
Industries group president and chief executive Neil
McGregor asserted climate change is real and action
is needed but the change will come from the fund
industry.

In the same way that funds, such as large pension
funds and sovereign wealth funds, have been
influential in changing the power industry, Mr
McGregor believed that they will also provide the
impetus for change for the maritime industry.

Somewhat reluctantly concurring, Hellenic Chamber
of Shipping and Hellenic Maritime Cluster president
and Contships Management deputy chairman
George Pateras acknowledged that while Greeks
generally do not like government to be involved in
business, in the case of the renewal of the domestic
ferry fleet to meet future requirements, European
Union incentives and subsidies will be required.

OPINION

Cyber-security is only one of several

threats facing shipping

LAST November, Japan’s minister responsible for
cyber-security, Yoshitaka Sakurada, revealed during
a Lower House Cabinet Committee question session
that he didn’t use a personal computer and admitted
he was “unfamiliar” with cyber-security matters,
writes Richard Clayton.

“My main job [as Cabinet minister] is to read out
written replies [prepared by bureaucrats] without
making any mistakes,” Mr Sakurada said.

We shouldn'’t feel superior. Speaking at the
Singapore Maritime Technology Conference this
week, Itai Sela, chief executive officer of Israel-based
security company Naval Dome, warned that the
shipping industry should be on red alert. “Someone,
somewhere is targeting the maritime sector,” he
said. Shipping is totally unprepared.

“It is easy to understand why shipping is now in the
cross-hairs of the cyber-criminal or activist, yet the
maritime industry still believes it is enough to have
a Level 1 solution to protect against a Level 4 threat.”
A Level 4 attack is extremely sophisticated and
intended to cause the greatest amount of disruption
for either political, social, or financial gain. Sela
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referred to an incident in which the navigational
equipment on board a fleet of 15 tankers was
simultaneously hacked. He urged a country such as
Singapore to monitor all ships entering its waters to
verify whether they are infected or clean.

How does cyber-security rank against the other
eleventh-hour issues to be tackled? For the
sustainability lobby, decarbonisation comes ahead of
everything else; indeed, environmental dangers now
beat economic dangers even for the World Economic
Forum. However, for the Economist Intelligence
Unit, the main risk for the global economy is
geopolitical uncertainty in general, and specifically
the morphing of a US-China trade conflict into a
full-blown global trade war.

Faced with a slowing rate of economic growth
depressing trade, and therefore demand for ships;
economic downturn in China prompting
protectionist measures at home and pressure on
emerging markets; and soaring levels of debt, cyber-
security is not among the most urgent threats.

Cyber-security rose to near the head of the

maritime agenda in 2017 because certain
businesses were hit hard by cyber security
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breaches. The industry moved swiftly to keep a lid
on reporting cyber-attacks in 2018, although
attack-watchers of commonplace events such as
distributed denial of service attacks allege there
have been plenty of incidents since Maersk’s
NotPetya event. And it’s precisely because cyber-
security is now beneath decarbonisation and
economic downturn that shipping has failed to
prepare adequately.

Japan’s minister Mr Sakurada was irresponsible not to
have been familiar with cyber security, and shipping
chief executive officers will be equally irresponsible if
they merely push cyber-security to strengthened IT
teams. Leaders in this sector are bringing in specialist
skills from outside the industry so they raise the level
of familiarity and the level of protection. But for most,
while cyber-crime is a serious issue, it’s not the
nearest crocodile to the canoe.

MARKETS

India receives first US LPG shipment

INDIA received its maiden shipment of liquefied
petroleum gas from the US on Thursday, the first of
four very large gas carriers due to arrive at the
country in April.

The 2008-built, 58,677 dwt LPG carrier Clipper Sun
arrived at the Kamarajar port near Chennai on April
11 after setting sail from Freeport terminal in Texas
on March 4, according to Lloyd’s List Intelligence
vessel tracking data.

Meanwhile, the Marshall Islands-flagged, 2008-
built, 54,707 dwt Iris Glory, sailed from Houston on
March 8 and is expected to arrive in Dhamra on
April 12, Lloyd’s List Intelligence data shows.

The ships carrying the third and fourth cargoes, BW
Loyalty and Thetis Glory, which set sail from
Marcus Hook on March 18 and Houston on March
22 are expected to arrive in Ennore and
Visakhapatnam by the end of the month.

According to an Indian broker, Indian utilities are
anticipating two more April inquiries, while another
end-April cargo is on subs at present.

The recent shipment is significant for the LPG
shipping market because it unlocks one of the main
trade routes for long-haul cargoes; from the US

— the world’s largest LPG exporter — to India — the
world’s fastest-growing energy market.

In 2018, US exports averaged 1.42m barrels per day,
growing 15.4% year on year, US Energy Information
Administration data showed.

The top three destinations were Japan, with
280,000 bpd, followed by Mexico and South Korea
which accounted for 140,000 bpd and 110,000 bpd.

In 2017, the US was China’s second-biggest LPG
supplier, accounting for 19% of all Chinese imports,
according to China’s General Administration of
Customs.

As aresult of the Sino-US tariff war, the US sharply
reduced its exports to China, which fell 45% to
800,000 bpd last year with US exploring alternative
sources to export LPG.

At the same time, Middle East LPG prices rose as
Chinese demand for cargoes from the region
increased significantly making it very expensive
for Indian buyers who traditionally source about
98% of its LPG demand from Middle Eastern
countries.

The US buy is a step up by Indian buyers to usher in
energy security to meet soaring domestic demand
for LPG, as cargoes from the Middle East shrink
because of the deal between Opec members and its
allies to reduce crude production as well as China-
US trade tensions.

IN OTHER NEWS

Zeaborn could sell multipurpose
vessels to UK fund
BREMEN-based Zeaborn is in
talks to sell three former
Rickmers MPPs to Tufton
Oceanic Assets, the British
shipping fund, according to
German shipping sources.
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Tufton managing director
Andrew Hampson this morning
declined to comment on the
development, saying only: "We
are a public vehicle and make
public announcements on our
website and on the Regulatory
News Service. | can't say any

more than is in the public
domain."

Similarly, a spokesman for
Zeaborn's parent company,
Zech Group, said that he was
unable to discuss the matter.
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However, industry sources aware
of the situation confirmed that
Zeaborn and Tufton are talking,
with a view to a sale-and-
leaseback transaction that will
leave Zeaborn as operator of the
tonnage until the end of its life
cycle.

Svitzer crews strike over unpaid
overtime claim

STAFF at Svitzer subsidiary
Svitzer Euromed have gone on
strike for the second time in a
week in a dispute over working
hours. The Maersk-owned
company had allowed an
ultimatum from workers to expire,
according to seafarer union
Nautilus.

The dispute is over an agreement
made in 2014 that led to crew
working additional hours at a
time when the company was
suffering from the downturn.
Crew claim they have been
working an average 8.5 hours a
week of unpaid overtime and are
now demanding payment for
overtime worked, backdated to
the beginning of this year.

Nautilus and Dutch union FNV
Havens claim there is no longer
any economic reason to continue
with overtime.

The strike on Wednesday led to a
delay in working some vessels at
Rotterdam and Amsterdam, the
unions said.

In a statement to Lloyd's List,
Svitzer said work interruptions
had lasted between three to six

hours on two occasions in the
past week.

LA port director urges full, fair and
extended utilisation of US harbour
maintenance funds

PORT of Los Angeles executive
director Gene Seroka yesterday
told the Congressional
Subcommittee on Water
Resources and Environment
about the importance of full
utilisation of the Harbour
Maintenance Trust Fund (HMTF)
for its authorised purposes.

“Full use, fair and equitable
allocation, and expanded uses for
donor ports. We view these as
the critical and interconnected
parts of comprehensive HMT
reform,” said Mr Seroka, one of
seven speakers before the
subcommittee.

“Combined with our neighbouring
port, the Port of Long Beach, we
comprise the San Pedro Bay Port
Complex, which handles over
40% of the nation's containerised
imports and 30% of all
containerised exports,” Mr
Seroka said in prepared remarks.
The HMTF was enacted in 1986
by the US Congress and
President Ronald Reagan to pay
for the operation and
maintenance dredging costs for
US commercial ports by
recovering funds from maritime
shippers.

Asia-Paci c semi-submersible rig
rates at ‘signi cantly higher’ levels
THE latest rates for semi-
submersible drilling rigs in

Indonesia and Australia are at
significantly higher levels than
those seen in recent years.

Speaking at the Marine Money
Singapore Offshore Finance
Forum, Rystad Energy partner
and head of Asia-Pacific
Consulting Jon Fredrik Miiller
said rates were almost 30%
higher levels than those generally
seen in the Asia-Pacific region.
The higher rates also
corresponded with longer
duration contracts, he added.

“What we are seeing is more
companies entering into long-
term contracts at higher price
levels because more are believing
in the improvement of the market
going forward,” said Mr Miiller.
This trend is also being seen in
the market for drillships, he
added.

Regarding floaters, the harsh
environment semis have been the
first segment to see rates pick up
and now the same is happening
for the more high-specification
drillships. “There are definitely
signs of improvement in the
floater part of the market,” said
Mr Miiller.

“The hottest segment for
floaters in this region will be the
Australia projects coming online
as there will be quite a lot of
offshore gas and onshore
liquefied natural gas plant
projects that will likely receive
sanctions in the coming years,
so this will, of course, add to
drilling demand,” said Mr Miiller.

For classified notices please view the next page.
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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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