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‘Dark ship’ detection exposes
sanction-busting ships

VESSELS FAILING TO comply with international sanctions will not be
able to avoid being tracked in real time as technology used to detect
illegal fishing is fully adapted for commercial shipping.

Iran’s fleet of 36 very large crude carriers and eight suezmax tankers
have finessed and expanded the so-called practice of ‘going dark’ by
establishing complicated logistics chains to avoid detection and thus
disguise the origin and destination of oil cargoes.

At the centre of this strategy is the practice of turning off Automatic
Identification System (AIS) transponders which signal a vessel’s position
and depth in the water, along with other identifying information.

A record 33 of the National Iranian Tanker Co’s VLCCs did not
transmit signals via AIS data this month, data from London-based
shipbroker Gibson showed. That compare with 12 VLCCs in May, and
22 in January.

During these so-called dark periods, NITC tankers have been observed
sailing to Syrian ports to discharge cargoes of Iranian crude and
conducting ship-to-ship transfers to other tankers to obfuscate cargoes
and their origin from waters off Iran, the United Arab Emirates and
Malaysia.

Similar practices are seen with North Korean, Syrian and lately
Venezuelan cargoes, with shipowners and operators using copy-cat
techniques to hide deliveries and transfers of sanctioned crude and
other cargoes.

Shining light on these operations has been the use of synthetic
aperture radar (SAR) technology. Satellites can see through clouds to
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detect vessels via microwave pulses to produce
two-dimensional images with a resolution of two
metres, according to Pekka Laurila, co-founder of
Iceye, the leader in the commercial application of
this technology.

The Finland-based company claims to have the
world’s largest and fastest radar satellite
constellation.

It currently has one satellite providing SAR images,
and this year expanded its application from
monitoring illegal fishing activity to tracking
commercial vessels going dark.

Within two years, Iceye expects to have a further
five satellites launched that will allow hour-by-hour
images of vessels.

When married with AIS tracking, this can provide a
complete overview of any voyage. Currently images
are only available every 24 hours.

Grainy photos can identify dark tankers alongside
those transmitting AIS signals in areas off Iran,
Fujairah and elsewhere in the Middle East Gulf.

“There are a lot of lot of oil companies who are
extremely interested in this,” Mr Laurila told Lloyd’s
List. “Or there are companies who want to make
sure that links to their operations are not breaking
sanctions and that ship-to-ship transfers are not
linked to (sanctioned) companies.”

The use of AIS technology is mandatory under
SOLAS regulations unless the safety and security of
the ship is compromised. Vessels transiting the Gulf
of Aden and other piracy hotspots in the South
China Sea often turn off their AIS for this reason.
But the prevalence of what Iceye describes as
“uncollaborative vessels” has risen sharply with the
application of US sanctions on Iran and Venezuela.

Gard, the marine insurer, said in a client note last
month that ‘going dark’ was a red flag. Breaches of
the SOLAS convention heightened the risks of
collision and could be grounds to deny P&I
insurance coverage, it said.

“Going dark’ in areas of heightened surveillance is a
red flag to authorities and legitimate reasons may
need to be evidenced to dispel suspicion of
intentional avoidance of sanctions compliance,” the
Gard note said.

Iceye forecasts that within two years application of
SAR will be widespread throughout commercial
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shipping and allow 24-hour tracking regardless of
AIS signal.

Currently the nascent technology is expensive and
limited. The company recently combined with AIS
provider Spire Maritime to offer fixed-area
monitoring over 10 weeks for 50,000 euros ($56,000).

The appetite by port states and flag registries to
monitor dark vessels is varied and patchy.

The Liberian registry recently deflagged a Chinese-
owned VLCC that was shipping sanctioned Iranian
crude, loaded while its AIS was not transmitting.

However, port authorities in Iran and the UAE
declined to fully answer Lloyd’s List questions about
the practice.

It took Nader Pasandeh, Iran’s director of Maritime
Affairs and International Maritime Organization
representative, 12 days to respond to questions
about the prevalence of Iranian-owned flagged ships
going dark both off the coast of Iran and during
international voyages.

“I am the manager of maritime affairs which is a
fully operational directorate and I am not talking
with any media,” Mr Pasandeh said in an email.
“Please check our website and try to contact PMO
general communication directorate.” The directorate
did not respond.

The United Arab Emirates IMO representative
Mohamed Al Kaabi said he was not authorised to
discuss the matter.

Iceye technology has detected vessels at Fujairah
anchorage not using their AIS and conducting
ship-to-ship transfers involving Iranian crude as
recently as January.

Saudi Arabia has condemned the practice of doing
dark, acknowledging it breached international laws.

“My country works with the friendly and neighbour
countries in that area,” said Essam Al Ammari in an
email, without providing further detail.

Along with Spire Maritime, Iceye’s dark ship
detection is developing the first, broad picture about
the prevalence of vessels without AIS and hotspots
where potential illegal activity is happening.

“The bad guys turn it off when it is convenient for
them,” the companies said in a recent joint
presentation to clients.
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WHAT TO WATCH

LNG supply may outstrip demand by 2025

A SUPPLY glut may develop from 2025 onwards
with a huge wealth of new liquefaction capacities of
natural gas waiting to be sanctioned, which is set to
outstrip incremental demand.

With about gom tonnes per annum of

liquefaction capacities already under construction,
a Wells Fargo report this week estimated that
incremental demand during the next five years
would be met by just another 35m to 60m tpa of
new capacity that is seeking final investment
decisions.

The bank’s senior analyst Michael Webber noted
that the projection was based on an annual growth
rate of 4.9% in global LNG demand equating to an
incremental demand of 100m-120m tpa through to
2025.

In April, energy and commodity research agency,
Wood Mackenzie, separately estimated that more
than gom tpa of new liquefaction capacities worth
$200bn are seeking final investment decisions this
year or in 2020.

The new capacities being brought into
production in the next five years may well flood

the market with excess LNG supply.

Wells Fargo predicted that the additional LNG demand
up to 2025 could well be met by capacities currently
being built along with five of the most prospective
projects — Qatar’s North Field Expansion, Novatek’s
Arctic LNG 2, Mozambique Area 1 and Rovuma LNG
as well as Perenco’s Train 3 in Cameroon.

Backed by the potential demand from vast new
capacities entering the market, shipowners’ appetite
for newbuilding LNG carriers has also spiked in the
past 18 months.

So far this year orders for 277 vessels of such type
have been announced following a haul of 77 units
placed with yards a year ago.

By Wells Fargo’s calculation, the present
newbuilding orders have nearly met the shipping
requirements of LNG volumes in 2020.

The number of uncontracted LNG carriers is set
to climb, with the bulk of new deliveries
scheduled from the second quarter of 2020
onwards yet to be committed to any time
charters.

Dry bulk fleet faces struggle
to pass on sulphur cap costs

DRY BULK vessel operators face difficult
negotiations with customers over increased costs
from the sulphur cap, according to BIMCO chief
shipping analyst Peter Sand.

The underlying market balance “is extremely weak
at the moment”, he told a panel at TOC Europe
Conference in Rotterdam. Shipowners will have to
contend with either high costs for 0.5% sulphur-
compliant fuel oils or capital expenditures from the
installation of scrubbers to keep burning the cheaper
high-sulphur fuel oil.

Passing on costs would much easier if freight rates
were significantly higher and the costs of fuels
therefore accounted for a much smaller share of the
total costs.

But lower freight rates that are underpinning the
market and which will likely remain low do not
afford operators that luxury.
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“I would love to see freight rates [rise] but we are in
a massive overcapacity and there is no new China
around the corner,” said Mr Sand.

Drewry technical lead Leticia Astudillo said the
spread between high-sulphur fuel oil and the new
very-low sulphur fuel oils is expected to be $200 in
2020, after which it will decline.

Boxship operators experienced first-hand some of
the challenges of passing on the upcoming costs last
year, when they announced bunker surcharges, to
the strong distaste of shippers and faced accusations
of lack of transparency in calculating these
surcharges.

BIMCO and Drewry disagree on the extent to which
the sulphur cap will affect the growth of the dry bulk
fleet because of divergent views on its impact on
vessel demolitions.
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Ms Astudillo said that the sulphur cap and the
ballast water management convention, which also
requires hefty capital expenditure for all vessels
during the next five years, will increase demolitions
and will drag the fleet growth, in combination with a
very low orderbook.

Under Drewry’s most likely scenario, the dry bulk
fleet will increase by 2% in 2019 and just 1% in 2020,
she said.

“That slow growth is even slower if we take into
consideration some vessels being taken out for
retrofitting of scrubbers,” she said.

Mr Sand said that BIMCO expects lower demolition
rates than Drewry and does not expect scraping to
help the ailing dry bulk market.

“We would love to see it, but it is not our baseline,”
he said.

Greek owners welcome

GREEK shipowners have welcomed steps to address
fuel safety concerns linked to the implementation of
the 0.5% sulphur limit.

The International Maritime Organization’s Maritime
Safety Committee has agreed to adopt an action plan
to enhance ships’ safety in view of the requirement
to use compliant fuels and the liability implications
arising from the change.

The Union of Greek Shipowners has been a leading
voice urging regulators to heed safety aspects that
appeared sidelined in the urgency to adopt the
global sulphur cap.

It said it “warmly welcomes” the MSC’s move and
lauded the IMO’s recommendations for governments
to act against fuel suppliers in cases where the fuel
oil delivered does not comply with the minimum
flashpoint required by the Safety of Life at Sea
Convention.

“States around the world are urged to make full use
of this resolution as an important tool to take
appropriate measures imminently to safeguard the
safety of ships,” the UGS said.

The IMO had “unambiguously acknowledged the
responsibility of fuel oil suppliers for the provision
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BIMCO has previously forecast a 3.1% increase in
the fleet in 2019 and 3% in 2020.

Mr Sand reiterated BIMCO’s bleak outlook for the
sector and said he does not expect any
improvement in the balance of the dry bulk market
this year.

“That may be the understatement of the year
because we think it will go down — the market this
year and the next-predominantly because of the fleet
growing too fast,” said Mr Sand.

Ms Astudillo acknowledged that while Drewry is
expecting these historical lows in the dry bulk fleet
growth, demolition rates have recently fallen as
shipowners are cautious because of uncertain
charter rates going forward.

“If this trend continues then the demolition will not
be as high as we believe the base case is,” she said.

IMO fuel safety step

of safe fuels”, requiring suppliers to confirm fuel
batches comply with SOLAS requirements.

UGS president Theodore Veniamis said owners were
“especially pleased” that their safety and liability
concerns had not been “overridden by commercial
interests”.

“We are equally pleased that the IMO fully
recognised that the responsibility and liability for
the provision of safe compliant fuels lie with the
bunker fuel supply chain,” he said.

However, the UGS warned that 2020 was “just
around the corner” and there was “still no
guarantee” that safe compliant marine fuels will be
available worldwide in the quantities needed by the
industry.

“This predicament, whereby the IMO has introduced
a global regulation that the international fleet is
obliged to comply with but cannot do so properly and
safely because other stakeholders (0il companies,
refineries, bunker suppliers), which the UN IMO does
not regulate, have not lived up to their contingent
responsibilities, is untenable,” said Mr Veniamis.

It should be “urgently addressed at the highest
political level”, he said.
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OPINION

Can banking’s Poseidon adventure rewrite the
script for shipping’s decarbonisation disaster?

NOT all of today’s shipowners are going to make it to
2050. The route to shipping’s aspirational
decarbonisation deadline is likely to be littered with
casualties, and the banks understand that better
than anyone, writes Richard Meade.

With around $450bn of senior debts currently
sloshing around a market still awash with
overcapacity, fuelled by some pretty questionable
past lending practices, the banking sector has a
vested interest in making sure their clients make the
right decisions from here on.

Any banks finding themselves invested in ships that
become undesirable or even obsolete amid tightening
climate controls will ultimately face valuation write-
downs or even defaults in their portfolio.

The International Maritime Organization’s target to
at least halve greenhouse gas emissions by 2050 is
going to require rapid investment, but with banks
being pushed by tightening regulations to cleanse
their balance sheets of climate risk, they also require
a rethink in terms of lending priorities.

And so, an intervention is being staged.

The Poseidon Principles, launched yesterday by an
initial advanced guard of banks representing
approximately $100bn of ship portfolio, but soon to
be followed by many more including the major
Chinese financiers, is the first sector-specific
alignment of banking portfolios to climate goals.

By requiring the signatories to measure and report
the climate alignment of their individual shipping
portfolios, this ground-breaking programme will,
for the first time integrate climate considerations
into lending decisions to incentivise maritime
shipping’s decarbonisation.

The Principles are effectively the starting point for
pricing in the climate risk of financial institutions’
shipping books.

They also promise to dramatically change the
conversation between shipowners and banks.

It won’t be an immediate shift, but when you
measure something it’s for a reason, and while the
banks will only be disclosing portfolio level
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measurements publicly, internally it implies a direct
impact on the lenders’ decision making at an asset
level.

The disclosure of a bank’s portfolio climate
alignment score comes with the expectation that
CO2 emissions are being reduced over time. And
with transparency comes increased scrutiny,
accountability and pressure from all sides.

The Principles are more carrot than stick, insist the
banks, who prefer to characterise the approach more
a case of responsible banks supporting responsible
owners. And yet banks will be prioritising liquidity
for greener shipping transactions while less of their
money is likely to be available in future for
refinancing the vessels that fail to comply.

While big blue-chip industry partners to the
Principles, such as Maersk, have welcomed the move
as a catalyst towards innovation, the prospect of banks
“de-risking” their portfolios in line with shipping’s
green transition is likely to worry shipping’s squeezed
middle stuck with older tonnage requiring refinancing
options down the line to stay afloat.

The Principles may be a world first in aligning sector
specific climate targets to financing, but they are
part of a wider, and increasingly stringent, set of
environmental, social and governance (ESG)
standards tightening restrictions from capital
market lenders and banks.

For traditional, private owners already struggling to
access finance amid a long-term trend towards
consolidation, the Principles will likely only
exacerbate existing problems as the direction of
travel towards ever more efficient tonnage and
scaled operations with access to capital markets
becomes the norm.

The Principles ultimately are a tool to demonstrate
that shipping’s key stakeholders are acting
responsibly, but they come with likely consequences,
winners and losers.

A more modern fleet offers obvious opportunities for
shipbuilders able to deliver verifiable efficiency leaps,
as opposed to the eco market puff of the past. But
that still comes with risks dependent on IMO targets
yet to be defined. You could order a ship today, the
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value of which will drop dramatically when a
regulation comes out that takes effect during the
lifetime of that asset.

It will reinforce low leverage because the banks will
be looking for a faster payback. It will make
secondhand financing of older ships much harder to
find because they will tend to be less efficient ships
and therefore from the bank’s perspective they will
tend to make the alignment worse, especially with
the tightening trajectory from the IMO.

It will lead to faster scrapping, shortening the
average lifespan of the world fleet being thrust
towards alternative fuels.

And it can only reinforce the existing push towards
consolidation, increased requirements for
discipline and, perhaps, an end to speculative asset
play. It may even make shipping more expensive.

There will inevitably be some casualties amid

the shifting finance focus on efficient tonnage,
transparency and ultimately complete
decarbonisation of the supply chain. But the
Poseidon Principles, if embraced beyond the initial
banking founders, could represent the start of a
better organised, better funded industry prepared
to take responsibility for the environmental
stewardship throughout the global maritime

value chain.

Banks act to secure a future for shipping
that's bright — and green

AWARE of the environmental consequences of
transporting 90% of the world’s cargo by sea, the
banks that finance many of those ships are staging a
common intervention, writes Paul Taylor, Global
Head of Shipping & Offshore at Société Générale.

That action is defined in the Poseidon Principles, a
new framework to bring climate alignment into
credit decisions, prioritising liquidity for greener
shipping transactions.

Conversely, less bank money may be available in
future for refinancing the vessels that fail to comply
with emissions requirements laid out by the
International Maritime Organization.

With the IMO 2020 requirement to reduce sulphur
emissions from 3.5% to 0.5% from January 1 already
touching completion, banks have turned their minds
to the longer term.

Aware of the severity of the IMO’s 2050 target to
reduce 2008 carbon emission levels by at least 50%,
banks are taking a bold and responsible step. If left
unaddressed, these emissions from ships would
mushroom in size by 2050, because of the forecast
increase in the world fleet of between 50% and 200%
during that timeframe.

With the approximately 70,000 commercial vessels
financed by banks making up around 80% of the

world’s fleet, banks have a strong collective voice.

For years, banks financed a ship via a relatively
straightforward analysis of the strength of the client
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as a corporate and the vessel loan-to-value with or
without charter or project.

Those days are effectively in the past, we need to
show a lot more awareness of what we are really
financing and its effect on climate alignment.

According to Maritime Strategies International, there
is around $400bn of senior debt around the market
but the global figure is nearer $450bn including the
Chinese lessors. We have a responsibility to know
what this money is being invested in.

The Poseidon Principles have been signed by banks
representing approximately $100bn of ship portfolio
at the launch.

The banks leading the principles are also lobbying
the Chinese government, given the shift in the ship
financing landscape towards China during the past
few years.

Having the Chinese lessors on board, as well as the
main Asian export credit agencies involved in
shipping, would be a great statement and invaluable
for the long-term application of the Poseidon
Principles in ship financing globally.

The new rule blends ambitions outlined by the IMO
with the Equator Principles, a risk management
framework, adopted by financial institutions, for
determining, assessing and managing
environmental and social risk in projects. The IMO’s
directive requires shippers to measure the CO2 and
cut emissions.
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Spurred on by the Rocky Mountain Institute — an
environmental body formerly known as The Carbon
War Room — UMAS, the commercial arm of
University College of London, and maritime
stalwarts, Lloyd’s Register of Shipping, the banking
collective will be guided by the Global Maritime
Forum (GMF), a trade body.

The GMF created the initiative through the banks,
with Citi, Société Générale and DNB taking the lead,
and invited shipping companies to the working
group to ensure the proposals were aligned with the
wider interests and, therefore, gained the support of
shipowners.

The new principles are designed around transparent
measurements of carbon intensity, collecting
emissions data from the ships in a lending portfolio,
weighted by outstanding debt, with bank
responsibility reducing as the owed amount
amortises.

The principles were developed in recognition of our
role as financial institutions in promoting
responsible environmental stewardship throughout
the maritime value chain. This will mean financing
and refinancing vessels that comply with the IMO
trajectory towards 2050.

The initial requirement is to measure and report:
signatory banks will have to publish a carbon
intensity figure in an annual sustainability review
and report to the other signatories, to

No really, we must stop

SUSTAINABILITY is an attitude of mind. It is so
much more than compliance, more than hitting
targets. It is a deep commitment to changing the
way the maritime industry works, for the benefit of
our planet and the generations who come after us,
writes Richard Clayton.

Why doesn’t shipping get that?

I have written before about a conversation with
Rightship chief executive Martin Crawford-Brunt
over lunch at CMA in March. His company was
offsetting the carbon footprint of the event which, he
told me, was similar in damage to the environment
as a Capesize bulk carrier running from Western
Australia to China.

Perhaps these powwows are destructive of the
environment in a way we have not fully considered
before. But now I have seen something even more
baffling.
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transparently disclose their portfolio in terms of
carbon emissions.

The inevitable additional workload for these banks
will be mitigated using blockchain, for which a
technology framework is being innovatively created
by one of the partners to the principles.

It will allow the requisite IMO and bank data to be
inserted, with the blockchain technique ensuring that
private bank data will be hidden from competitors.

But the real aim of the Poseidon Principles is to
support our clients to meet the ambitious IMO
regulations.

This will affect the decisions of signatory banks in
the future and ensure that those shipowners who are
leading the field in the energy transition will have
our support and a greater share of the liquidity
available in the bank market.

It is in a company’s interest to operate
environmentally efficient ships, not just so they do
the right thing, but for business purposes; these are
complementary aims, which should mean that
investment in greener vessels will become the norm.

Shipowners on board today will prove to be the most
competitive in their sector and lead the way as their
clients also demand cargos to be transported within
a greener logistics chain. With the principles, banks
are encouraging exactly this for all shipowners.

meeting like this

The International Chamber of Shipping, which
represents shipowners’ associations from around the
world, held its annual general meeting last week in
one of the world’s most pristine environments, the
beautiful Faroe Islands — described as “adrift in the
whirling rhythmic North Atlantic Sea... a place like
no other on earth”. The meeting agreed a suite of
actions in support of the IMO strategy to
decarbonise international shipping in line with the
United Nations 1.5-degree climate change goal.

ICS chairman Esben Poulsson commented that it is
imperative that IMO member states adopt a global
regulation to mandate further short-term CO2
reduction measures at the next MEPC gathering.

He is absolutely right, no doubt.

However, Mr Poulsson lives in Singapore and it’s a
devil of a long way from Changi to Vagar airport,
which serves the many Faroe Islands. The global
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aviation industry produces around 2% of human-
induced carbon dioxide emissions, and about 12% of
all CO2 emissions from all transport sources.

Doesn't it seem bonkers to fly all that way,
contributing to the global CO2 emissions from
aviation, to discuss reduction of CO2 emissions in
shipping? It would have made better sense to hold
the meeting in Copenhagen, which has regular
flights from Faroes.

The point is not so much that the Faroes is a bad
place to hold an annual gathering, rather that the
ICS has surely missed a crucial point: instead of

flying to the ends of the earth to discuss how
shipowners might be incentivised to reduce carbon
emissions, ICS delegates may consider the
significance of every air mile they clock up.

At the same time, I encourage conference organisers
to calculate the carbon footprint of each event they
work on.

Otherwise these events will be seen as a jolly,
undermining the good work they do.

Sustainability is an attitude of the will as well as the
mind.

ANALYSIS

Culture is the root of the safety problem

MARITIME remains considerably more dangerous
than most other professions despite laborious efforts
to prevent ship accidents, according to Dr Torkel
Soma, principal consultant at Propel, the Oslo-
based management consultancy specialising in
shipping safety.

Since the 1980s, avoiding accidents in the maritime
sector has become a major priority and many new
systems have been devised to counteract complacency.

However, in the past decade alone there have been
more than 2,500 safety-related incidents every year,
with fatal accidents 20 times more likely than in
other industries.

Why have these initiatives been so ineffective?

“Unfortunately, most of them amount to mere
box-ticking exercises, which are to ship safety as
sharpening a pencil is to completing a stack of
paperwork — a first step undeniably, but if we stop
there, the problem remains,” Dr Soma told Lloyd’s
List.

In shipping, the general approach to safety
comprises avoiding failures by doing it right in the
first place, and managing threats and failures when
they occur, before they escalate.

Yet research has demonstrated that although the
first has been targeted, there is a blind spot in terms

of dealing with the second.

Ships are too often contracted to the shipyard making
the lowest bid, and at the cheapest possible cost.

Lloyd's List | Daily Briefing Wednesday 19th June

Unless specified otherwise by the owner, their
design quite often incorporates an amalgamation of
the cheapest equipment available, with low cost
prioritised above interoperability.

Even if the manual is read and followed to the letter,
it does not guarantee things will not go wrong.

The problem is compounded by a reluctance
among crews — many of them much more likely to
be replaced than staff in other industries — to
admit to failures and mistakes, but also to come
forward with concerns about operability and
procedures.

In the case of the Deepwater Horizon blowout,
which claimed 11 lives and caused huge
environmental damage, rig personnel had knowingly
bypassed safety barriers, Dr Soma said. Failures
were identified but the root cause of the problem

— human neglect — was not factored in.

“We see that there is an overblown trust in
procedures — in ‘doing it right’ — and this combines
with a fear of coming forward among crews to brew
a deadly cocktail,” he warned. “We need to apply a
new approach that factors in these elements, by
encouraging a culture in which protecting human
lives, and assets, is more important than
apportioning blame.”

While safety culture surveys do exist, many of
them have proven unfit for purpose, with a recent
review of safety culture maturity instruments
demonstrating only three of 43 valid
instruments.
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To this end, Propel has published a paper, Culture
Assessment and the SAYFR Survey Instrument,
outlining guidelines to assist shipowners in measuring
and quantifying the culture of their companies.

The most fundamental is content validity, which
determines how well a safety initiative, or
instrument, addresses an issue. Then, with a high-
predictive validity, future events can be predicted
and adjusted for before they occur.

“Propel has eight SAYFR leadership behaviours
(SLBs) which predict good performance; if an
organisation scores low in terms of the SLBs, it is a
good indicator of future problems. In fact, many
departments we consulted with have received low

scores only to have accidents occur in the intervening
time, before action was taken,” added Dr Soma.

Meanwhile, once action was taken based upon a low
SLB score, a different shipping company
experienced a 60% reduction in the frequency of
serious accidents. That level was maintained five
years after the investigation.

“Experience shows what we need is a proactive safety
culture, which moves beyond box-ticking and rewards
participation by staff on every organisational level. If
companies can improve their eight SLB scores, we
will see dramatic improvements in ship safety that
will save lives, avert catastrophes and bring down
costs,” he concluded.

MARKETS

Crude export bottlenecks see
shift to ports from Permian

THE capacity of pipeline projects to ship crude to
ports and refineries in the US Gulf region is
estimated at nearly 6.78m barrels per day, according
to analysis by the US Energy Information Agency of
either projects underway or publicly announced.

However, analysts measure existing export capacity
at US Gulf ports at 5.1m bpd, potentially shifting the
crude bottleneck in the Permian region to the coast
during the next 18 months.

Shipowners and traders are closely watching port and
pipeline developments in the US Gulf, where crude
exports have more than tripled in the past three years,
establishing new global trade routes for tankers.

Two of the 13 pipeline projects listed by the EIA are
already under construction and all have proposed
completion dates by 2021.

The Cactus II Pipeline adds 670,000 bpd capacity by
April 2020 and ends at Corpus Christi and Ingleside.

The 900,000 bpd Gray Oak pipeline goes from the

Permian basin in West Texas to Corpus Christi and
the Freeport area on the US Gulf coast. It is due to

begin operating in the fourth quarter of this year.

“A lot of those pipes are going straight down to the
ports to be put on boats for export,” said Mason
Hamilton, a senior petroleum analyst with the EIA.
“You can see how much more of that pipeline is
coming.”
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Exports are around 3m bpd, EIA data shows, as
shale oil transported from the Permian and Eagle
Ford basins — the fastest-growing production region
— is shipped from US Gulf.

Pipeline bottlenecks have restricted flows from
inland fields to ports, resulting in wide price spreads
between oil stored inland at Cushing, where West
Texas Intermediate oil is priced, and delivered crude
on the US Gulf.

“For the longest time it was get your crude to
Cushing,” said Mr Hamilton. “Now it is get your
crude to tidewater.” Tidewater is the term used to
describe an export port for landlocked
commodities.

Additional pipelines bringing more oil to the coast
could flood US ports, with domestic refineries
already thought to be taking the maximum of local
oil they can process. Refineries are mostly geared up
for heavier crudes from overseas and cannot process
any more the light, sweet domestic shale oil.

Existing export terminals cannot accommodate very
large crude carriers, with Asian exports shipped by
aframax tankers to offshore lightering areas for
transfer on to the bigger tankers.

A handful of partially laden VLCCs have sailed from
the port of Texas City and there are reportedly eight
projects abound to establish offshore and deepwater
terminals for larger tankers.
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Since February 2018, the Louisiana Offshore Oil
Terminal (LOOP), 20 miles offshore, has found the
technical means to reverse pipeline flows to load
VLCCs for export. LOOP was solely an import port
before this breakthrough.

Total US Gulf Coast export capacity is measured at
5.1m bpd, according to a June 2019 report by RBN
Energy.

That includes 2m bpd in Houston area, 1.3m bpd in
the Beaumont and Port Arthur area in Texas and
1.1m bpd around Corpus Christi. Export capacity in
Louisiana is estimated at 700,000 bpd.

“The demand to ship barrels overseas shows no
signs of slowing, and for good reason,” the

report said. “Crude exports are being driven by
simple fundamentals, all of which point to
continued growth in crude oil volumes moving out
of the US Gulf Coast and into international
markets.”

Some 1m bpd of new export dock capacity is needed
to keep up with the new wave of oil arriving at
tidewater in the next two years, the report estimates.
Export projects both onshore and offshore can cost
up to $2bn and a final investment decision depends
on commitments from upstream and downstream
users.

The EIA data measures existing and added pipeline
capacity into the US Gulf region at 10.6m bpd.
Pipelines also serve refineries.

IN OTHER NEWS

US releases new images of tanker
damaged in Gulf of Oman

THE US has issued images it
says are of one of the tankers
attacked last week in the Gulf of
Oman.

The declassified photos were
released by the Pentagon as
acting US Defence Secretary
Patrick Shanahan announced the
deployment of around 1,000 more
troops to the Middle East.

The images appear to show
evidence of a mine attack on the
Japanese-owned Kokuka
Courageous in the Strait of
Hormuz on June 13.

Financial risks increase at Antong
Holdings

CONCERNS about Antong
Holdings' financial status have
grown after the Shanghai-listed
container shipping company
revealed more debt issues in
connection with alleged
misconduct by its controlling
shareholder.

China-based Antong has halted
trading in its shares on Tuesday.
Its stock will carry a special
treatment tag following the
restoration on Wednesday. The
tag is used by Shanghai Stock
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Exchange to warn investors of
the extraordinary financial risks
of a listed company.

The move comes after Antong
said its former chairman Guo
Dongze, who owns about 36% of
the company, had failed to
resolve the debt disputes caused
by his “unauthorised provision of
loan guarantees” for several of
Antong's subsidiaries and
affiliates by June 18, 2019 as
promised.

Zhongneng, AEI will team up for LNG
business

CHINESE state-invested
Zhongneng International Gas is
looking to team up with
Singapore-listed aluminum
producer AEIl Corp to trade and
transport liquefied natural gas
cargoes.

The 51%-owned subsidiary of
Zhongneng International
Petrochemical signed a
framework agreement on the LNG
business partnership with AEI.

The agreement called for AEI to
be appointed as the agent of
Zhongneng's gas unit to source
for at least 6m tonnes of LNG
from international suppliers
annually.

Helle Hammer receives Wista
leadership award

THE Norwegian chapter of the
Women's International Shipping
& Trading Association has
awarded its annual prize for
leadership to Helle Hammer.

Ms Hammer, managing director
of Nordic marine insurance trade
association Cefor, was chosen in
recognition of her work shaping
the future of marine insurance as
well as being a visible role model
for women in the male-
dominated shipping industry,
Wista said in a statement.

“Helle is a strong representative
and promoter of women in
shipping and maritime," it said.
“She is a source of inspiration for
all women who would like to start
or propel a career within the
marine industry, and especially in
the field of marine insurance.”

DFDS targets growth in five-year plan
DFDS, the ferry and ro-ro
operator, is targeting growth of
50% partly through acquisitions
and a new Mediterranean
business unit.

Outlining its five-year plan, the
Copenhagen-based company
said it is targeting earnings
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before interest, tax, depreciation
and amortization of DKK5.5bn
(8800m) in 2023 from $3.6bn last
year. Uncertainty related to
achieving this is about 10%, it
added.

A third of the increase is
expected to be generated from
organic growth and initiatives,
while a third will come from

acquisitions, and the rest through
its focus on the Mediterranean,
the company said.

SL Mining ships first iron ore cargo
from Freetown

SL MINING, a unit of Gerald
Group, has shipped its first iron
ore cargo from the port of
Freetown in Sierra Leone.

The loading of more than 55,000
tonnes of high-grade iron ore
dubbed Marampa Blue was
completed on June 16 and the
vessel sailed the same day, the
miner said in a statement.

“This maiden shipment will be
delivered to customers in China,”
it said, adding that the next
shipment is due shortly.

For classified notices please view the next page.
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Lloyd 5 List Intelllgence!

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 ALS 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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Lloyd’s Listg

Maritime intelligence | informa

Looking to publish a judicial sale, public notice,
court orders and recruitment?

Please contact Maxwell Harvey on +44 (0) 20 7017 5752
or E-mail: maxwell.harvey@informa.com
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