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IMO isn't answer to
decarbonisation pathway:
Global Maritime Forum study

THE LATEST SHIPPING decarbonisation industry transition study
demolishes arguments by maritime lobby groups that any pathway
must be co-ordinated through the International Maritime
Organization.

Consensus and compromise via the 175 countries that are members of
the United Nations’ agency has long been the shipping industry’s
default position for managing the regulatory transition.

But the IMO did not need to play a role in shifting 5% of the global fleet
to scalable, zero-emission fuels by 2030, which could be done via
regional developments, study authors told the Global Maritime Forum
yesterday.

The IMO’s policy inaction was already responsible for the 2020s
being a “lost decade” of decarbonisation, said Tristan Smith, one of
the report authors of the Getting to Zero Coalition Transition
Strategy.

Looking to the IMO for a global solution could even hinder the pace
and scale of any uptake of alternative fuels, said Dr Smith, Associate
Professor at London’s UCL Energy Institute, and UMAS maritime
consultancy director.

“If you subscribe generally to the concept that this is a transition that
needs policy makers at all levels and jurisdictions to help you, and to
develop the supply chains to have the fuels available you need to make
sure that you have the all the infrastructure and ports ready... that isn’t
going to come from the IMO for a number of years,” he said.
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“The opportunity that we have is to reframe this as
being about multiple different jurisdictions, at
several different levels, all with a role to play that
actually can push you towards that ultimate solution
of IMO policy.”

The Getting to Zero Coalition is a partnership with
the Global Maritime Forum, Friends of Ocean
Action, and the World Economic Forum.

The industry strategy is the second launched this
week; the Copenhagen-based Maersk Mc-Kinney
Mogller Center for Zero Carbon Shipping outlined its
strategy centred on a global carbon levy from 2025
to raise $2 trillion to fund first-adopters and
compensate developing countries.

The Getting to Zero Coalition instead identified a
series of “first-mover” bilateral international routes
that could more easily make the shift, comprising
about 10% of total shipping fuel consumption.

These included what the strategy as identified as
‘quick wins”: Australia-to-China and iron Brazil-to-
Asia iron ore routes, transatlantic container line
routes, or container shipments from the US west
coast to Hawaii, for example.

After starting out in several countries — in what was
called the ‘emergence phase’ — and then moving to
others, the switch to so-called scalable zero-
emission fuels would rapidly spread, the strategy
argues.

The Global Maritime Forum was not advising
against action at the IMO or that it should not be a
top priority, said Jesse Fahnestock, head of research
and analysis.

“There is a lot of pressure to move this debate
toward the IMO and that is entirely reasonable and
sensible and constructive,” he said. “What we know
about the IMO suggests it may need some solutions
to already be on the table before it can take
constructive actions, particularly solutions around
equity, sharing the burden, but also technical
solutions to see what’s available to have some proof
of zero emission shipping out there, that that may
enable final action.”

No one fuel would provide the complete solution,

although those linked to green hydrogen were most
likely to fit the parameter of providing a
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zero-emission pathway that could be scaled up to
meet overall shipping demands, the study said.

Some 200m tonnes of fuel oils are consumed
annually, figures from the International
Bunkering Industry Association show, with
liquefied natural gas comprising about 6% of total
consumption.

“Point source, carbon-capture CO2 for methanol is
not a scalable zero-emission fuel,” Mr Fahnestock
said. “Biofuels are generally not expected to be
scaleable but that does not mean that they do not
have a role in the transition.”

The study cited evidence that short-term efficiency
measures to reduce emissions via the IMO’s Marine
Environment Protection Committee were highly
insufficient and aligned international shipping with
temperature increase of 3-4 degrees.

“Shipping can only reach the UNFCCC definition of
net zero by achieving zero greenhouse gas emissions
from its fuel use, on a lifecycle basis,” the report
said. “This can include the use of fuels or
technologies that are themselves net zero, in the
sense that emissions from their use are offset by
negative emissions in their production such as the
growth of biomass for biofuels.”

The Global Maritime Forum’s conclusions are the
opposite to many views expressed by its current
shipowner members who believe that global
regulation, rather than a region-by-region approach
is the best pathway for accelerating any switch to
lower-emission fuels.

The World Shipping Council, Intertanko, Union of
Greek Shipowners and European Shipowners’
Community Association — all of which include
members of the Global Maritime Forum — have
widely condemned aspects of the highest-profile
regional shipping policy in the EU.

The European Union’s Fit for 55 package will include
shipping — including half of all inbound and
outbound voyages — in its carbon emissions trading
system from 2023 and Fuel EU package to lower
greenhouse gas intensity in fuels.

However, lobby groups have argued for global rather

than regional regulations to deal with
decarbonisation.
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WHAT TO WATCH:

Greek owners warn that multi-fuel
future may end cheap shipping era

DECARBONISATION may spell the end of cheap
shipping for the world if not properly handled,
according to Greek shipowners.

The warning comes in a report issued by the Union
of Greek Shipowners on technical aspects of
decarbonising maritime transport.

It says the industry is embarking “on a long and
uncertain period of transition into a multi-fuel low
and zero carbon future.” The technical report
underlined that the global shipping industry is “fully
committed” to drastically cutting its carbon
footprint.

At the same time the report looks to be a calculated
corrective to simplistic calls for decarbonisation that
avoid engaging with the practicalities or potential
collateral damage.

“It may be easier to model the reduction of emissions
as a linear trajectory. In practice, however, that is
not the case,” it said. “Decarbonising the maritime
transport sector is not a straightforward task and,
certainly, not a task for a single market actor.

“Shipowners, charterers, shipbuilders, engine
builders, fuel producers and distributors,
infrastructure providers, ports and policymakers
will all need to coordinate actions to deliver the
ambition of the Fit for 55 package and its maritime
initiatives.”

The “market co-ordination problem” needed careful
actions from policymakers and market stakeholders,
it said.

Uncertainty was highest for bulk/tramp shipping as
it is “itinerant by nature” and thus heavily reliant on
a universal fuel being available globally, allowing
ships to call at any port.

“A proliferation of new zero-carbon fuels bodes ill
for their global availability, which in turn casts
doubts over the viability of the bulk/tramp shipping
modus operandi and its ability to continue to operate
as it has been operating for a century or so serving
seaborne trade and supporting world economic
growth in an incomparably cost-effective manner.

“Depending on the fragmentation of the future fuel
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landscape and the length of the transitional period
towards a new era, the shift to a multi-fuel future
may in fact herald the end of low-cost seaborne
trade and its mainstay, the international bulk/tramp
shipping model which is responsible for over 84% of
global seaborne tonne-miles,” the report concluded.

The UGS said that “in the coming decades” it was
likely that fossil fuels would remain “much cheaper”
than zero-carbon alternatives, unless fossil fuels are
heavily taxed or the alternatives heavily subsidised,
or both.

The industry faced “a totally new situation” from
disruption and economic implications stemming
from departing from universally-used fossil fuels in
favour of a number of more expensive new fuels and
technologies.

The union argues that technologies capturing “most
or all” of the CO2 from fossil fuels would likely cause
less disruption and should therefore be investigated
further.

However, emerging solutions using carbon capture
and storage technologies were also “an ongoing
process,” according to the report.

Despite the UGS’ wider concerns, the report stated
that “the first priority must be a massive effort in
research and development and a shift of
technological paradigm towards safe and future-
proof alternative fuels.”

The report follows hard on the heels of a call by
Greece, fully supported by the national shipowners’
association, for the urgent establishment of a
European research centre for this purpose.

The new technical report briefly surveyed all the
main future fuel options being touted within the
industry, including liquefied natural gas as a
transitional option, as well as biofuels as a partial
solution to industry needs and synthetic fuels.

“Significantly more research is required to develop
cost-effective low-carbon and zero-carbon fuel
options, which can be produced to scale,” it said.

The new generation of fuels and propulsion
technologies that were needed “do not yet exist.”
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However, “the greening of fuels and ships is the
responsibility and area of expertise of out of
sector stakeholders,” such as energy providers,
engine builders and shipyards, the report
maintained.

The development of new fuels could not take place in
a vacuum, the UGS argued. Investments in
infrastructure would also be required as well as
parallel work to develop regulations and technical
rules for safe design and use on board vessels.

UK tonnage tax set to ditch

EU flag requirement

BRITAIN is set to broaden the range of shipowners
who can benefit from its tonnage tax regime, and
will drop any requirement to use a European Union
flag while introducing unspecified incentives to flag
with the Red Ensign.

While Chancellor of the Exchequer Rishi Sunak
made only relatively brief reference to the move in
his budget speech, the small print in the
accompanying documentation suggests big changes
could be afoot in a matter of months.

Mr Sunak described tonnage tax as “one of our
smallest taxes but one that plays an important
role in one of our pre-eminent industries:
shipping.”

However, following Britain’s departure from the EU,
it is now possible to make the tax simpler, more
competitive, and fairer for UK taxpayers, he told
parliament in his speech on October 27.

“I can announce today that our tonnage tax will, for
the first time ever, reward owners for adopting the
UK merchant shipping flag, the Red Ensign. That is
entirely fitting for a country with such a proud
maritime history as ours.

“I am sure the opposition will be delighted that red
flags are still flying somewhere in this country, even
if they are all at sea.”

The move — which was trailed earlier in the week

- was welcomed by the Chamber of Shipping trade
association and also won a more cautious thumbs up
from officers’ union Nautilus, although other
responses were somewhat more critical.

The UK Ship Register - whose predecessor within
living memory flagged the majority of the world fleet
- currently ranks number 24 by entered tonnage,
and has been pushing for long-term growth for
several years.

But those growth goals have suffered a setback
thanks to Brexit, with Britain’s departure from the
European Union sparking a considerable outflux of
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vessels, especially from international owners with
an EU orientation.

However, UKSR has shrugged off so-called
‘Brexodus’ and two years ago pledged to develop
itself into the world’s best-performing international
flag.

In a nutshell, tonnage tax entails a fixed annual
taxable profit based on a vessel’s tonnage instead of
corporation tax on actual operating profit

Variants are available from many jurisdictions, both
national and flag of convenience, and the UK version
is generally regarded as generous by international
standards.

The most extensive statement of what could be in
store yet to appear in the public domain is contained
in a few paragraphs of the Autumn Budget and
Spending Review 2021 statement.

“The government will introduce a package of
measures to reform the UK’s tonnage tax regime
from April 2022,” it states.

“These reforms aim to see more firms basing their
headquarters in the UK, using the UK’s world-
leading maritime services industry, and flying the
UK flag.”

The existing requirement for ships in the UK
tonnage tax regime to fly the flag of an EU country
will be dropped, in favour of encouraging use of the
UK flag when determining which companies can
participate in the regime.

The lock-in period will be cut from ten years to eight
years, with the stated intention of aligning more
closely with shipping cycles.

HM Revenue and Customs, Britain’s tax authority,
will be given more discretion to admit companies
into the regime outside of the initial window of
opportunity where there is a good reason.

HMRC will also review guidance on which vessels
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and operations qualify for tonnage tax, to take
account of developments in technology and the
shipping market since the tax was introduced at the
turn of the century.

The permitted limit for qualifying secondary
(ancillary, passenger-related) income in HMRC
practice guidance will be increased from 10% to
15%.

The government will also “explore how best to make
use of existing powers regarding the training
commitment,” an open-ended form of words that
could herald either good or bad news for those who
want the training commitment to be expanded to
take in ratings as well as officers.

There will also be a review of whether to include
ship management within scope of the tonnage tax
regime, and whether the existing limit that can be
claimed in capital allowances by organisations
leasing ships to tonnage tax participants remains
appropriate.

Gavin Simmonds, policy director at the Chamber of
Shipping, credited tonnage tax with causing a
renaissance in UK shipping since its inception at the
turn of the century.

However, it does need to be updated to respond to
changing trends in shipping and to better protect
and promote UK maritime interests.

“We congratulate the chancellor on responding to
the needs of our industry and we welcome this
package which will immediately strengthen the UK
flag, encourage innovation in the offshore energy
sector and attract international investment.

“This really does begin to put the great back into
British shipping.”

More work needs to be done on promoting the
employment and training of seafarers, and on
broadening the regime, he added.

Mark Dickinson, general secretary of Nautilus,
commented: “We welcome the changes and

particularly welcome strengthening UK flag
links.

“We will take active part in the ongoing discussion
regarding the training commitment as we are
seeking to secure 100% funding for cadet training.
We keep an open mind as the devil is in the detail,
but if it generates UK jobs, we are minded to be
supportive.”

Tax lawyer Richard Stephens, a partner with law
firm Watson Farley & Williams, offered a generally
cool appraisal

“The announced changes are welcome in that they
show a government willing to support and attract
shipping, but they are very unlikely of themselves to
make any difference in anyone’s decision-making to
invest in the UK or enter UK tonnage tax,” he said.

“The review of potential changes for next year is
much more interesting; changes to the cadet
training commitment, broadening the type of
qualifying vessels and allowing more flexible entry
windows should allow for new and very welcome
tonnage tax participants and should serve to keep
the UK regime competitive with its international
rivals.”

The most hostile reaction came from Mick Lynch,
general secretary of transport union RMT, which
organises most UK ratings.

“Tonnage tax was already a bad deal for British
ratings, but the Brexit vote gives the government the
chance to amend state aid schemes like tonnage tax
to directly benefit ratings and maritime
communities,” he said.

“Instead, the chancellor is choosing to compete with
flags of convenience like Cyprus, Malta and
Singapore, which operate tonnage tax schemes that
openly drive down seafarer pay and conditions to
levels that UK seafarers cannot be expected to
compete with. We need a system of cabotage laws
based on the Jones Act in the USA to put seafarers at
the heart of UK shipping, not a complete capitulation
to global capitalism.”

Mining magnate says ships can switch
to ammonia in ‘months not decades'’

SHIPPING can and should reach 15% zero-carbon
fuels by 2030, according to Australian mining
magnate Andrew Forrest.
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The billionaire founder of Fortescue Metals Group
aims to produce 15m tonnes of green hydrogen a
year by 2030. The target is 50% more ambitious
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than the European Union’s target of 10m tonnes a
year by 2030.

In an interview, he said the shipping industry’s
customers wanted it to move “a lot faster than they

b

are .

“I know that original equipment manufacturers and
big shipbuilders are talking about decades: we're
talking about months,” he said. “It took my team
three months to start to convert a standard
maritime oil shipping engine into burning green
ammonia.”

Mr Forrest said the service ship was running on
60%-80% green ammonia and he was confident it
could reach 100%.

He earlier gave a team of 200 people three months
to convert a mining haul truck to run on a hydrogen
fuel cell.

Fortescue owns and charters 100 ships and “us
going green is going to make a serious difference,” he
said, adding that decarbonisation of the mining and
shipping industries could be done quickly and safely.

“As soon as we prove that we can run big ships on
green ammonia [economically], regulators will catch
up; the world will change,” he said.

The industry could order dual-fuel engines today
and none should lack the capability by 2030, so the
industry could be carbon neutral in 204o0.

An industry study announced yesterday said the
International Maritime Organization did not need to

play a role in shifting 5% of the global fleet to
scalable, zero-emission fuels by 2030.

Mr Forrest called the 5% target “rather lame” and
said the speed of transition was a matter of will.

“We know that the technology’s there. We also know
we're... going to move heaven and earth to ensure
the shipping industry cannot say it didn’t have the
molecules to go green,” he told the Global Maritime
Forum.

Mr Forrest has previously denounced the use of
‘blue’ hydrogen, made using natural gas with carbon
capture and storage, as a “highway to climate
disaster” and spoken out against government
subsidies for fossil fuels.

He has called for world leaders to adopt a global
accreditation system at COP26 climate summit so
only ‘green’ hydrogen made from renewable
electricity could be classed as clean.

FMG is switching its operations to run on hydrogen
and ammonia, including eight 260,000 dwt ore
carriers.

“We have eight of some of the longest ships in the
world,” he told the GMF. “We need around 300,000
tonnes of hydrogen to make a couple of million
tonnes of green ammonia to fire those ships.”

But overcoming overcoming industry hesitance was
a challenge. “The suppliers of ships’ engines I'm
finding about as gluey as the very viscous sulphur-
ridden fuel which we use in ships — not that happy
to move in a hurry,” he said.

ANALYSIS:

Dry bulk owners face uncertainty
as Indonesia plans exports halt

INDONESIA, one of the largest exporters of raw
materials, is planning to “hit the brakes” on exports
in a move that could reduce available cargo for dry
bulk vessels.

Southeast Asia’s largest economy has already halted
a number of unprocessed ore exports, including
nickel, tin and copper, in a bid to encourage
downstream industries, such as vehicle battery
production and aluminum manufacturing.

The government is also conducting a study on the
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downstream of other commodities with a long-term
goal of not exporting raw materials. The leadership
has expressed disapproval of exporting unprocessed
materials which, it says, does not add value and
brings only limited commercial activities.

Under current policies, Indonesia will cease
exporting bauxite, a vital ingredient for the
aluminium industry, in 2023.

However, it is not only dry bulk commodities that
will be affected. Unprocessed palm oil could face an
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export embargo, with domestic production of
cosmetics, margarine, and biodiesel preferred.

Additional commodities may also be at risk from the
new guidelines, with President Joko Widodo
suggesting that all raw materials could be subject to
bans in the future.

“Don’t be surprised. We had nickel [export ban]
before. Next year, we may stop bauxite, the next year
we may stop something else,” the president was cited
as saying by Reuters in the past week.

“We really want to hit the brakes on exporting raw
materials because there is no value addition and it
does not create jobs,” he said, adding that the policy
would affect “all commodities™.

Indonesia exported 445m tonnes of dry bulk
commodities in the past year, well below the 538m
tonnes seen in 2019 as the pandemic affected both
demand and output, according to Ocean
Analytics.

“This year volumes are staging a comeback, while
not at par with the pre-pandemic peak of 528m
tonnes, the year’s exports look set to top 500m
tonnes,” its founder Ulf Bergman said. “Assuming
exports remain on track, the country will record its
second-highest annual export volumes, according to
data from Oceanbolt.”

He estimates that coal is by a considerable margin
the largest constituent of the record number, with its
share hovering just below 90%.

“While accounting for most of the Indonesian
exports, the fossil fuel has shed some of its market
share in the past five years from a peak of 95%.”

The ban on nickel ore exports that the Indonesian
authorities introduced two years ago saw the

emergence of the country’s exports nipped in the
bud.

As the ban took effect, volumes slumped to just over
2m tonnes last year. Despite the ban, the exports
have recovered somewhat this year and could on
course for 7.5m tonnes this year, Mr Bergman
calculates.

“Indonesia’s retreat from the trade has contributed
to the nickel supply remaining tight and prices
currently trading at a 10-year high,” he said.

Meanwhile, the country’s bauxite shipments have
been increasing their share of the global trade. In
the five years from 2015, volumes increased more
than a hundred times to 17.6m tonnes in 2020,
Ocean Analytics data shows.

At the same time, the market share grew to 11% from
almost zero.

However, as with nickel, China is the dominant
buyer globally, and for the Indonesian bauxite, the
dominance is even more extensive, with nearly a
hundred per cent heading for Chinese ports.

Mr Bergman believes that an export ban on both
nickel and bauxite exports could shift some of the
global trade flows.

“A greater degree of resource processing in
Indonesia could see the country exporting more
refined products and goods. However, the lack of
dominance for Indonesia in these trades could make
such a change problematic and dependent on its
primary customer’s reaction.”

Detention and demurrage fees
needed to keep cargo flowing

OPPOSITION is growing in the US to legislation
working its way through Congress that proposes to
change the nation’s shipping regulations in ways that
could be detrimental to the maritime industry.

Congressmen John Garamendi and Dusty Johnson
introduced the Ocean Shipping Reform Act 2021 in
the House of Representatives, aiming in particular
to make changes regarding fees for detention and
demurrage.

Detention is a late fee for not returning an empty
container to a marine terminal on time, while
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demurrage is the penalty for not picking up cargo
from a terminal within the allotted free time.

The proposed legislation might solve a “cost problem”
for beneficial cargo owners by reducing or even
eliminating the detention and demurrage fees now
being imposed on them, according to Bob Watters,
senior vice-president of Seattle-based SSA Marine,
which has marine terminal and rail yard operations
in more than 250 locations around the world.

There has been much focus over the past year on the
process involving the collection of fees for detention
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and demurrage, particularly from the Federal
Maritime Commission, which has been pursuing its
own investigations as part of the Biden
administration.

The Congressmen say that their proposed changes to
the law would require ocean carriers or marine
terminal operators to certify that detention and
demurrage charges comply with federal regulations
or “face penalties”.

They also want to “shift the burden of proof”
regarding the reasonableness of detention or
demurrage charges from the invoiced party to the
ocean carrier or marine terminal operator.

Not least, they want to ensure that demurrage and
detention rules are not used as “independent
revenue sources” for shipping lines or marine
terminal operators.

Instead, they want the charges to “incentivise
efficiencies” in the ocean transportation network,
including the retrieval of cargo and return of equipment.

Mr Garamendi and Mr Johnson aim to ease the
burden of detention and demurrage charges against
beneficial cargo owners, but opponents say that
actually could worsen the already rampant
congestion at US ports.

“The root cause of this [congestion] is you don’t have
enough trucks, you don’t have enough truck labour
and you don’t have enough capacity at the
warehouses to accommodate the volumes that the
BCOS are ordering,” Mr Watters said in an
interview. “The BCOs are ordering this volume and
they’re not able to accommodate it on the other end.

“What they’re trying to do effectively is eliminate or
make it so difficult to implement demurrage and
detention.”

He conceded that while such a legislative
solution might solve the problem of cost for
BCOs, it would actually worsen congestion by
removing a financial incentive to maintain the
flow of cargo.

“Demurrage and detention are designed to keep the
velocity moving, an incentive to keep the velocity
moving. You eliminate that and now there’s no
incentive whatsoever to move the containers off the
terminal.

“If there is no demurrage and detention, then what
[BCOs] are going to do is effectively shift from
trying to use storage at their warehouses, or using
chassis, to having free storage at the marine
terminals.”

Marine terminal yards would become extensions of
BCOs’ warehouses, which would mean that “the
existing situation just compounds”.

Mr Watters believes a more effective solution to the
current problem of congestion involves government
action in the form of financial incentives for various
groups up and down the supply chain — incentives
that will spark investment and boost supply chain
capacity.

“So if it’s lack of warehouse space, if it’s lack of
trucks and lack of chassis, there could be incentives
that the government helps with,” he said. “If there
were tax incentives in those areas, then that might
help people move more quickly in terms of making
those acquisitions.

“Those are the kinds of things that are going to
increase the velocity. Because we're going to have
more assets in play. And that’s what we need
right now is more assets outside the terminals.
We need more assets to make this whole thing
work.”

MARKETS:

‘It can't get worse': Tanker
rate recovery seen in 2022

SHIPPING analysts are painting a qualified but
positive view of the tanker market in 2022,
signalling an end to the earnings rout that has now
lasted five consecutive quarters even as rates
estimates have been downgraded.

“It can’t get worse and meaningfully better is
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increasingly likely,” said Evercore ISI in a tanker
sector note this week.

Citing below-average oil inventories, lower
fleet-to-orderbook ratios and rising scrapping,
the New York investment bank recalibrated net
fleet growth projections and still revised its spot
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rate estimates down by 7% for the largest
tankers.

Spot rates for very large crude carriers, which are
forecast to average $7,000 per day in 2021, are set to
rise to $26,000 for 2022, a year-on-year gain of
271%, according to Evercore.

The estimate is $2,000 daily less than the prior
estimate three months ago. Suezmax average rates
are revised upwards by 2% to $21,000 per day, while
aframaxes are 3% higher, at $18,000.

“All told, the dark period that has dominated the
tanker markets from mid-2020 until today is
approaching a ray of light, potentially imminently,”
the report said.

“Bubbling under the surface of massive losses and
cash burn have been the seeds for an eventual
recovery that is now drawing near and could be at
a greater magnitude than originally projected
owing to the proverbial coiling of the utilisation
spring.”

Evercore, which downgraded 2021 average returns
by as much as 30% in this report, estimated that net
fleet growth for the global tanker fleet would be 1.9%
in 2022, at 668.4m dwt.

“We are running out of colourful terms to label the
carnage, and the downward revisions every single
quarter are getting larger, not smaller,” it said. “We
have even toned down the magnitude of any so-
called ‘recovery’ for the usually seasonally stronger
fourth-quarter given an already weak start to the
period though, with some real initial slivers of
increases of late.”

New York-based investment bank Jefferies also cut
estimated daily earnings for very large crude
carriers to average $25,000 per day, from $35,000
previously, to arrive at a forecast just $1,000 less
than Evercore’s.

More efficient VLCCs with so-called ‘eco’
characteristics will earn $30,000 daily, compared to
the last estimate of $40,000, according to the
investment bank’s quarterly outlook for the shipping
sector.

Spot rates for so-called eco-aframaxes on the crude
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market are forecast to average $17,000 in 2022,
$3,000 below the prior estimates.

“While there is a demand recovery for crude
currently underway, it is taking longer and rising at
a much slower pace due to lingering Covid concerns
than we expected,” the report said.

Global oil demand is expected to return to pre-
pandemic levels by mid-2022, although
restrained production from some oil-producing
countries has pushed prices to seven-year highs
that may restrain restocking, despite depleted
inventories.

“Although we are also reducing our 2022 estimates,
we still believe sequential improvement will persist
throughout the second half of 2021 and 2022,” said
Jefferies.

New York-based investment bank Jefferies also cut
estimated daily earnings for very large crude
carriers to average $25,000 per day, from $35,000
previously, to arrive at a forecast just $1,000 less
than Evercore’s.

More efficient VLCCs with so-called ‘eco’
characteristics will earn $30,000 daily, compared to
the last estimate of $40,000, according to the
investment bank’s quarterly outlook for the shipping
sector

Spot rates for so-called eco-aframaxes on the crude
market are forecast to average $17,000 in 2022,
$3,000 below the prior estimates.

“While there is a demand recovery for crude
currently underway, it is taking longer and rising at
a much slower pace due to lingering Covid concerns
than we expected,” the report said.

Global oil demand is expected to return to pre-
pandemic levels by mid-2022, although
restrained production from some oil-producing
countries has pushed prices to seven-year highs
that may restrain restocking, despite depleted
inventories.

“Although we are also reducing our 2022 estimates,
we still believe sequential improvement will persist
throughout the second half of 2021 and 2022,” said
Jefferies.
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US import boom fails to

boost inventory ratios

A FALL in US retail sales will not bring any relief to
the congested supply chains in the country as long
as inventories remain at the current low levels.

US Census Bureau figures show that retail
spending was at a seven-month low of $535.9bn in
September as pandemic-driven financial support
packages began to wind down and spending
patterns altered due to the reopening of the service
sector.

But despite the decline, retail sales were still 12.5%
higher than in September 2020 and over $100bn
higher than in the same month in 2019, according to
analysis by BIMCO.

September retail sales still easily beat the pre-
pandemic record of $526.3bn set in December
2019, and are still the eighth highest figure
recorded.

“The many months of exceptionally high retail
sales have clogged up supply chains and although
easing sales should therefore be good news, the
currently very high levels still mean there is little
end in sight for the problems affecting warehouses,
hinterland transport, ports and containerships,”
BIMCO said.

The continuing high levels of consumer demand is
making it difficult for retailers, in particular, to
restock their inventories, as goods go out as fast as
they come in.

“The US inventory-to-sales ratio remains very low
compared to pre-pandemic years,” said BIMCO chief
shipping analyst Peter Sand. “This is almost entirely
due to the strong sales, as inventory levels are
currently only slightly lower than what they have
been in recent years.

“"However, for the inventory-to-sales ratio to
remain stable, inventories should have grown at
the same pace as sales. This has not been the
case.

Moreover, with the disruption to supply chains, it
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would take even longer than usual to replenish
stock.

It will take many months for inventory levels to be
back at comfortable levels compared to sales,” Mr
Sand said.

“BIMCO expects this ratio to remain higher than its
pre-pandemic level despite the end to direct
government stimulus measures. Retail sales will,
however, likely remain higher than their pre-
pandemic levels due to strong private savings and a
change in consumer behaviour.”

In a separate analysis of the US Census Bureau data,
Sea-Intelligence noted relative inventory levels
remained at the same low levels as has been in place
since April 2021.

“This development implies that the continuing
import boom of cargo into the US is only sufficient to
keep pace with sales, but not sufficient to rebuild
inventories,” said Sea-Intelligence chief executive
Alan Murphy.

But by breaking down inventories between retail,
manufacturing and wholesale, it became apparent
that while retail inventories were still low, inventory
replenishment for manufacturing and wholesale was
growing.

Record high inventories in these sectors were
affecting warehouse storage capacity.

“While the overall inventory change is not
substantial, there is instead a massive shift in terms
of the business sectors holding the inventory, with
manufacturers and wholesalers up by 6%-7% over
August 2019 and 7%-13% up year on year,” Mr
Murphy said.

“This is very likely part of the problem, as some
sectors see rapidly escalating inventories,
meaning they need to get more warehousing space
leading to the shortages, whereas other
warehousing space is held by sectors not seeing an
increase.”
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IN OTHER NEWS:

UK Club defends ‘corrective’
double-digit price hike

THE 12.5% general increase
recently announced by the UK
P&I Club was necessary because
pricing could not continue at
current levels at a time when
pool claims continue to rocket,
says chief executive Andrew
Taylor.

The comments in an email
come at a time when Gls in the
low to mid double-digit range
look set to become the going
rate for the 2022 renewal
round.

West of England has opted for
15%, a move its chief
executive Andrew Bowsher
defended as "robust and
decisive", while Britannia has
eschewed a Gl as such while
making clear it will seek to
push overall premium income
up by 12.5%.

Costamare posts record earnings as
bulkers join the party

COSTAMARE posted record
profit as “very healthy" spot
market earnings from a shoal of
newly acquired bulk carriers
begin to augment the Greece-
based owner's longer-term
containership business.

Third-quarter net income was
$115.2m, compared with $25.2m
in the year-earlier period, the
company said in a statement. Of
that, $107.4m was available to
common stockholders, compared
with $§17.4m in the third quarter in
the past year.

Voyage revenues in the quarter
reached $216.2m, doubling
those the year-earlier.

MOL seeks steady growth on further
diversification

MITSUI OSK Lines has set out a
vision to further diversify its

business to keep the company
growing and gain access to more
stable revenue.

Chief executive Takeshi
Hashimoto said the shifting trade
patterns and the rise of marine
firms in other Asian countries
have made it increasingly difficult
for MOL to continue "long-term
growth through simple marine
transport alone”.

He called for an expansion in
other fields to help break away
from shipping's inherent
dependence on volatility and
cyclical nature.

Classified notices follow

Lloyd’s List'>

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

For EMEA please contact Maxwell Harvey on +44 (0) 20 7017 5752
or E-mail: maxwell.harvey@informa.com
For APAC please contact: m&lapacsalesteam@informa.com
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Net Zero
Teesside

THE NET ZERO TEESSIDE PROJECT
The Planning Act 2008 - Section 56 ‘Notifying persons of accepted application’

The Infrastructure Planning (Applications: Prescribed Forms and Procedure) Regulations 2008 -
Regulation 9 ‘Publicising an accepted application’

The Infrastructure Planning (Environmental Impact Assessment) Regulations 2017 - Regulation 16
‘Accepted application — publicity and consultation for EIA development’

Notice of acceptance of an application for a Development Consent Order for the proposed Net
Zero Teesside Project

Planning Inspectorate Reference: EN010103

The Application

1. Notice is hereby given that the Secretary of State (SoS) for Business, Energy and Industrial Strategy
has accepted an application (the ‘Application’) for a Development Consent Order (a ‘DCO’) made by
Net Zero Teesside Power Limited and Net Zero North Sea Storage Limited (the ‘Applicants’), whose
registered offices are both Chertsey Road, Sunbury on Thames, Middlesex, TW16 7BP, under Section
31 of The Planning Act 2008 (the ‘PA 2008’). The Application was received by the Planning
Inspectorate (who acts on behalf of the SoS) on 19 July 2021 and accepted for examination on 16
August 2021. The reference number assigned to the Application by the Planning Inspectorate is
ENO10103.

2. The Application is seeking development consent for the construction, operation and maintenance
of the Net Zero Teesside Project (the ‘Proposed Development’) on land at and in the vicinity of the
former Redcar Steel Works Site, Redcar and in Stockton-on-Tees, Teesside (the ‘Site’).

Summary of the Proposed Development

3. The Proposed Development will be the UK’s first commercial scale, full chain ‘Carbon Capture, Usage
and Storage’ project and will initially capture up to 4 million tonnes (Mt) of carbon dioxide (CO,)
emissions per annum. It will comprise a number of elements, including a new low carbon gas-fired
electricity generating station with post-combustion carbon capture plant; gas, electricity and water
connections (for the generating station); a CO; pipeline network (a ‘gathering network’) for collecting
CO; from a cluster of local industries on Teesside; a CO, compressor station (for the compression of
the CO>) and a CO; export pipeline. The CO; captured from the electricity generating station and local
industries will be compressed and then transported (via the transport pipeline) for secure storage
within the Endurance saline aquifer located 145 kilometres offshore from Teesside under the North
Sea. The export pipeline has the capacity to carry up to 10Mt of CO; per annum.

4. The Site comprises land at and in the vicinity of the former Redcar Steel Works Site, Redcar and in
Stockton-on-Tees on Teesside. The Site lies within the administrative boundaries of both Redcar and
Cleveland Borough Council (RCBC) and Stockton-on-Tees Borough Council (STBC). It also partly lies
within the boundary of the Teesworks area that is controlled by the South Tees Development
Corporation (STDC).
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5. Most of the Site lies within the administrative area of RCBC, although parts of the Site (the electricity
generating station’s gas supply connection to the National Transmission System and the CO,gathering
network) cross the River Tees into the administrative area of STBC. At this location the River Tees is
tidal. In addition, there are elements of the Site that extend into South Gare, Coatham Dunes and
Sands and the North Sea.

6. The Site extends to approximately 462 hectares in area and includes all of the land required to
construct and operate the Proposed Development. Much of the Site comprises previously developed
or existing industrial land. Grid references for the Site are provided below:

Proposed Development Site Grid Refs. X Y

Low Carbon Electricity Generating Station (Centre) | 457001 525270
Boundary — Northern-most point 457170 528045
Boundary — Western-most point 447638 522406
Boundary — Eastern-most point 458898 521290
Boundary — Southern-most point 456338 519077

7. The Proposed Development comprises the following elements:

Work Number (‘Work No.’) 1 — a Combined Cycle Gas Turbine (CCGT) electricity
generating station with an electrical output of up to 860 megawatts and post-
combustion carbon capture plant (‘CCP’) (the ‘Low Carbon Electricity Generating
Station’);

Work No. 2 — natural gas supply connections and Above Ground Installations (AGls)
(the ‘Gas Connection’);

Work No. 3 — an electricity grid connection (the ‘Electrical Connection’);
Work No. 4 — water supply connections (the “‘Water Supply Connection Corridor’);

Work No. 5 — waste water disposal connections (the ‘Water Discharge Connection
Corridor’);

Work No. 6 — a CO, gathering network (including connections under the tidal River
Tees) to collect and transport the captured CO, from industrial emitters (the industrial
emitters using the gathering network will be responsible for consenting their own
carbon capture plant and connections to the gathering network) (the ‘CO, Gathering
Network Corridor’);

Work No. 7 — a high-pressure CO, compressor station to receive and compress the
captured CO, from the Low Carbon Electricity Generating Station and the CO;
Gathering Network before it is transported offshore (the ‘HP Compressor Station’);

Work No. 8 — a dense phase CO, export pipeline for the onward transport of the
captured and compressed CO; to the Endurance saline aquifer under the North Sea
(the ‘CO; Export Pipeline’);

Work No. 9 — temporary construction and laydown areas, including contractor
compounds, construction staff welfare and vehicle parking for use during the
construction phase of the Proposed Development (the ‘Laydown Areas’);
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e Work No. 10 — access and highway improvement works (the ‘Access and Highway
Works'); and

e Ancillary development — required in connection with and subsidiary to the above
elements, including surface water drainage systems; electrical, gas, water supply and
other utilities connections and works; hard and soft landscaping; biodiversity
enhancement measures; security fencing and other means of enclosure; external
lighting; gatehouses; site establishment and preparation works; temporary
construction laydown areas and contractor facilities; vehicle parking and cycle storage
facilities; accesses, roads and pedestrian and cycle routes; tunnelling, boring, piling
and drilling works and management of arisings; and any other works as may be
necessary in connection with the Proposed Development and which fall within the
scope of the works assessed in the Environmental Statement.

8. The Low Carbon Electricity Generating Station, its post-combustion CCP and the HP Compressor
Station will be located on part of the STDC Teesworks area (on part of the former Redcar Steel Works
Site). The CO, Export Pipeline will start in this location before heading offshore. The various
connections for the Low Carbon Electricity Generating Station and the CO; Gathering Network will
require corridors of land within both Redcar and Stockton-on-Tees, including crossings beneath the
River Tees.

9. All of the above elements are included in the scope of the Application, with the exception of the
section of CO; Export Pipeline below Mean Low Water Springs (MLWS). The CO, Export pipeline below
MLWS and the CO, storage site under the North Sea (the Endurance saline aquifer) will be the subject
of separate consent applications, including under the Petroleum Act 1998 and the Energy Act 2008.
These applications will be supported by an Offshore Environmental Statement.

10. The Application seeks powers for the compulsory acquisition of land and/or rights in land for the
Proposed Development; the extinguishment and/or overriding of easements and other rights over or
affecting land required for the Proposed Development; and/or the temporary occupation of land
required for the Proposed Development; the application and/or disapplication of legislation relevant
to the Proposed Development, as may be required; permanent and temporary changes to the highway
and public rights of way network as may be required; tree and hedgerow removal; a deemed marine
licence for those parts of the Proposed Development within or affecting the tidal section of the River
Tees or other sections of the UK Marine Area; and such ancillary, incidental and consequential works,
provisions, permits, consents, waivers or releases as are necessary and/or convenient for the
successful construction, operation and maintenance of the Proposed Development.

Environmental Impact Assessment

11. The Proposed Development is an Environmental impact Assessment (‘EIA’) development under
‘The Infrastructure Planning (Environmental Impact Assessment) Regulations 2017°. The Application
therefore includes an Environmental Statement (‘ES’) documenting the findings of the EIA undertaken.

Inspection of the Application Documents

12. The application form and its accompanying documents, drawings, plans and maps (including the
draft DCO and the ES) comprising the Application (the ‘Application Documents’) may be inspected free
of charge by downloading them either from the Planning Inspectorate’s Website or the Applicants’
Project Website.

13. The Application Documents can be found on the Project Page of the Planning Inspectorate’s
Website at: https://infrastructure.planninginspectorate.gov.uk/projects/north-east/the-net-zero-
teesside-project/?ipcsection=docs
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14. The Application Documents can be found on the Applicants’ Project Website at:
https://www.netzeroteesside.co.uk/ by selecting ‘Our DCO application’ from the drop-down menu.
The Application Documents are categorised on the Applicant’s Project Website as follows:

e Application Guide, draft DCO, and overview documents.

e Land Acquisition Information.

e Plans and Drawings.

e Reports and Other Documents.

e Environmental Statement Non-Technical Summary and Main Volume.
e Environmental Statement Figures and Appendices.

15. The Application Documents will be available on the Applicants’ Project Website until at least 17
December 2021.

16. For enquiries in relation to the Application Documents, and if you require alternative methods for
inspecting the Application Documents, please telephone 020 7489 4837 (Monday to Friday 9am to
5pm) or email: consultation@netzeroteesside.co.uk. Any details you provide to us will be subject to
our Privacy Policy (on the Project Website). Hard copies of the ES Non-Technical Summary and
Application Guide are available free of charge. All other Application Documents, including plans,
reports, and any chapters, appendices and plans from the full ES, will be charged based on page count
up to a maximum of £400. Alternatively, a USB stick containing the Application Documents will be
supplied and posted to you free of charge (one free USB stick per address); please allow at least one
week for receipt of documents/a USB stick.

17. Due to the ongoing Coronavirus (COVID-19) pandemic the Applicants are not depositing copies of
the Application Documents at any local public venues (such as libraries and community centres) and
this approach is consistent with the amendments made to Regulation 8 of ‘The Infrastructure Planning
(Applications: Prescribed Forms and Procedure) Regulations 2009’.

Commenting on the Application

18. Any representations (giving notice of any interest in, or objections) about the Application must be
made to the Planning Inspectorate using its Registration and Relevant Representation Form. This Form
is available to complete on the Net Zero Teesside Project Page of the Planning Inspectorate’s Website:
https://infrastructure.planninginspectorate.gov.uk/projects/north-east/the-net-zero-teesside-

project/

19. A paper copy of the Registration and Relevant Representation Form can also be obtained from the
Planning Inspectorate and returned by post. If you request a paper copy of the Form from the Planning
Inspectorate, please ensure there is enough time for the Form to be sent to you and for you to post it
back to the Inspectorate before the deadline for responding expires.

20. If you require guidance, or other methods, to obtain and complete a Planning Inspectorate
Registration and Relevant Representation Form, please telephone the Planning Inspectorate on 0303
444 5000 or email NetZeroTeessideProject@planninginspectorate.gov.uk The postal address for the
Planning Inspectorate (for the return of Forms) is: The Planning Inspectorate (National Infrastructure
Directorate), Temple Quay House, Temple Quay, Bristol, BS1 6PN.

21. Any Registration and Relevant Representation Form must be received by The Planning
Inspectorate no later than 17 December 2021.
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22. Further information about registering as an Interested Party is available in Advice Note 8.2: How
to register to participate in an Examination on the Planning Inspectorate Website at
https://infrastructure.planninginspectorate.gov.uk/legislation-and-advice/advice-notes/. Due to the
Coronavirus pandemic, the Planning Inspectorate is reviewing its procedures, and we would therefore
ask that you monitor the Inspectorate’s Website for updates and sign up for updates using the “sign
up” link on the Website.

23. Representations will be made public and will be subject to the Planning Inspectorate’s Privacy
Policy at: https://www.gov.uk/government/publications/planning-inspectorate-privacy-
notices/customer-privacy-notice.

Net Zero Teesside Power Limited & Net Zero North Sea Storage Limited

October 2021
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