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Shifty shades of grey:
The different risk profiles
of the dark fleet explained
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THE “DARK FLEET” moniker first evolved more than three years ago,
after tankers were observed switching off their vessel-tracking
transponders to avoid detection and obfuscate the origin and
destination of US-sanctioned oil they carried.

The practice, known as “going dark”, soon became synonymous with
the rising fleet of tankers deployed in shipping Iranian and Venezuelan
oil. But “going dark” was only one of many evasive and deceptive
shipping practices noted.

The fleet of anonymously owned, elderly tankers drawn to the high-
risk but high-rewards stakes of sanctions-circumventing oil trades
exploits any number of regulatory loopholes.

Now, the term “dark fleet” is understood to encompass hundreds of
tankers, with varying degrees of illicit or evasive tactics alongside
Russian oil logistics as well as cargoes from Iran and Venezuela.

Four years after the US first reimposed sanctions on Iran’s oil and
shipping sector alongside bans on Venezuela, shades of grey are
emerging in the dark fleet, particularly over the past three months
after Western governments imposed sanctions on Russian oil imports
alongside an oil price cap.

This has seen Western shipowners, charterers, financiers and insurers
unable to ship Russian cargoes unless there they have compiled
evidence that cargoes comply with an oil price cap established by the
Group of Seven industrialised nations and Australia.
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The price cap was applied for Russian crude exports
from December 5 and refined products on February
5, alongside bans in imports to Europe, and the UK.
The US banned Russian imports more than nine
months ago.

Based on Lloyd’s List methodology, a tanker is
defined as part of the “dark fleet” if it is aged 15
years or over, anonymously owned and/or has a
corporate structure designed to obfuscate beneficial
ownership discovery, solely deployed in sanctioned
oil trades, and engaged in one or more of the
deceptive shipping practices outlined in US State
Department guidance issued in May 2020.

The figures exclude tankers traced to government-
controlled shipping entities such as Russia’s
Sovcomflot, or Iran’s National Iranian Tanker Co,
and those already sanctioned.

The US government guidance addresses a range of
practices, all adopted in varying degrees and levels
by “dark fleet” tankers. These include flag-hopping,
falsifying cargo and vessel documents and
manipulating Automatic Identification System, as
well as turning off AIS.

There are now 450-plus tankers of 69.6m dwt that
fit this criteria, according to Lloyd’s List analysis.
This is equivalent to 10% of the internationally
trading fleet. The methodology makes no inference
about sanctions evasion, circumvention or whether
they have breached.

However, vessels no longer fit a catch-all, single
category of “dark fleet.” While they may share
similarities and all meet the established
methodology, the industry should be worried about
the safety, technical management and practices of
some tankers more than others.

Lloyd’s List aims to loosely define these shades of
grey via examples from within the dark fleet.

The lightest of grey

Characteristics: although this class of tankers
might be flagged with a high-quality open register,
the beneficial ownership is unknown, and vessels
are solely deployed in Russian oil trades. The P&I
insurance is known, and outside the International
Group of 12 clubs that cover 95% of global tanker
fleet. Vessel-tracking shows these tankers engaged in
ship-to-ship transfers of cargo in an area
determined to be high-risk for sanctions evasion and
circumvention.

Example: Long range one tankers Chrystal Ice
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(IMO: 9332638), Chrystal Arctic (IMO: 9332640)
and Chrystal Sky (IMO: 9334569).

These product tankers were each purchased by an
anonymous owner between November 2022 and
February 2023 for immediate deployment in
Russian trades. Each tanker lists a single-ship,
Marshall Islands-incorporated registered owner, via
a brass plate address at Majuro.

All regularly call at Russian Baltic ports, and then
sail to international waters off Kalamata, Greece, a
known area for ship-to-ship transfers of Russian
crude and products.

It is not known if transfers are made on to ships that
are compliant with the oil price cap. This practice of
operating in known sanctions evasion zones triggers
a warning under the US guidance, and thus includes
the tankers under Lloyd’s List Intelligence
methodology.

“While ship-to-ship transfers (the transfer of cargo
between ships at sea) can be conducted for
legitimate purposes, STS transfers — especially at
night or in areas determined to be high-risk for
sanctions evasion or other illicit activity — are
frequently used to evade sanctions by concealing the
origin or destination of surreptitiously transferred
petroleum, coal and other material,” the guidance
said.

All three tankers are flagged with the Marshall
Islands, which is on the Paris Memorandum of
Understanding White List, signalling a top-rated
flag with low rates of detention and deficiencies
detected during port inspections.

Singapore-based Executive Ship Management is
their ISM and commercial manager. Executive Ship
Management confirmed all three vessels were
insured with New Zealand-based Maritime Mutual
Insurance Association (NZ) Limited, which is
managed by Lichtenstein-incorporated Maritime
Management Establishment.

Maritime Mutual’s website said it was covered by A+
rated Lloyd’s syndicates, with 5,775 vessels of 12.4m
gross tonnes entered in 2022, including 304 tankers.

“The insurer (Maritime Mutual) requires evidence of
compliance with price cap requirements,” Executive
Ship Management told Lloyd’s List via email.

“We also receive confirmation from owner that the
vessel is in compliance with these requirements.”
Necessary paperwork for ship-to-ship transfer
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operations was also in place, according to the
shipowner, which said it acted as agents for the
owners.

Maritime Mutual has been approached for comment.

The Marshall Islands registry said it takes sanctions
compliance very seriously.

“Based on our initial internal investigation,
including a review of the World-Check Risk
Intelligence database, port calls, Long Range
Identification and Tracking (LRIT) and Automatic
Identification System data from 2022 forward, and
discussion with the United States sanctions
regulators, we cannot find where any of these vessels
fall within the Lloyd’s List definition of being part of
the dark fleet,” a spokesperson said.

Grey

Characteristics: Tankers are usually — but not
always — flagged with regular open registries
including Panama, and in some cases remain
entered with P&I clubs that are members of the
International Group. There are irregularities in AIS,
accompanied by extended periods in international
waters in areas known for ship-to-ship transfers of
US-sanctioned Venezuelan, Iranian or Russian oil in
areas off West Africa, southeast Malaysia and Cueta,
near Gibraltar.

Examples: Lauren II (IMO: 9258521), La Balena
(IMO: 9230969)

Panama-flagged very large crude carrier Lauren II
was one of 13 anonymously owned tankers linked to
a single anonymous address in China in late 2022
that has used newly established logistics hubs
hundreds of nautical miles off Portugal in the
mid-Atlantic, or near Ceuta, to transfer Russian
crude from smaller tankers that previously called at
Russian Baltic ports.

These cargoes are either for onward shipment to
China or transferred yet again to another tanker for
floating storage off southeast Malaysia.

Lauren II last received Russian oil cargoes via
ship-to-ship transfers off Ceuta on January 8, then
sailed to southeast Malaysia, and is now returning
via the Indian Ocean, heading around the Cape of
Good Hope. The vessel is entered with the West of
England P&I Club according to its database.

Djibouti-flagged La Balena is also entered with West
of England, via its registered owner, Seychelles-
incorporated Trident Agility Limited. The ISM and
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technical manager is Belize-incorporated company,
Sisalana Technik Limited.

Vessel trading patterns, including multiple AIS gaps
and consistent loitering off West Africa are typical of
tankers that are shipping Venezuela crude. West of
England P&I club has been approached for
comment.

Dark grey

Characteristics: tanker flagged with high-risk flag
open registry, based on most recently published
Grey List and Black List compiled by the Paris
Memorandum of Understanding. This indicates
lower levels of technical and safety management
oversight. Flags on the black and grey list used by
dark fleet ships include the international registries
of Cameroon, Togo, Comoros, Tanzania, Belize,
Sierra Leone, Cook Islands, St Kitts & Nevis, and
Palau. There are often frequent, unexplained gaps in
Automatic Identification Signals, a history of flag-
hopping (switching registries frequently), and no
known insurance. Tankers may be operating in
Russian and/or Venezuelan and/or Iranian oil
trades.

Examples: Orion (IMO: 9131357) and Neon (IMO:
9183295)

Cameroon-flagged aframax tanker Orion is one of
the darker of the dark fleet vessels, and often
described as a poster child for the high-risk and
fraudulent activities they represent, accompanied by
an apparent shortfall in technical oversight.

It is one of 36 tankers flagged by the privately run
African registry and included in the dark fleet under
current methodology. Who operates the Cameroon
registry is unclear: a law firm in Panama, Bierman
Pautt, and another in Cameroon, Kima & Partners,
offer flag registration services for Cameroon,
according to their website.

Vessel-tracking via AIS shows Orion transferred to
Russian oil trades from Venezuela in the past six
months. There are numerous gaps in AIS
transmission, but also more worrying are its links to
fraudulently issued company numbers via the
International Maritime Organization.

Georgia’s maritime authority detected ISM and
technical management companies connected with 10
Cameroon-flagged tankers that illegally claimed to
be incorporated in their country, with unique
identifier numbers mistakenly issued by the IMO as
a result. The registered owner is a company
incorporated in the Marshall Islands.
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The country’s IMO delegate requested any numbers
connected with the 10 tankers be removed from the
IMO database but while reference to an address in
Georgia was removed, the companies remain with
their assigned IMO numbers.

The Cameroon registry had not notified the IMO to
request their removal, Lloyd’s List was told. Neither
law firm has responded to Lloyd’s List request for
comment.

These activities spurred the IMO’s Legal Committee
to develop an intersessional working group to define
levels of due diligence required to use the IMO
unique company owner and registered owner
identification number scheme.

Palau-flagged Neon has changed names three times
over the past three years and was previously flagged
with Cameroon.

The 1999-built aframax tanker was last tracked
loading at the Russian Pacific port of Kozmino;
its previous cargo was discharged at Ningbo,
China.

The US government warned of oil export sanctions
evasion from these ports last week, as the value of
this grade of Russian crude is trading above the
price cap.

Palau Registry has been approached for comment
and has previously indicated that it undertakes
appropriate due diligence and that vessels it flags
must sign contracts indicating they will not ship
sanctioned oil.

Dappled grey

Characteristics: various shades of risk identified
among a single fleet managed by one ISM or
technical manager. Tankers may have differing
degrees of vessel behaviour that fulfil dark fleet
methodology as outlined by Lloyd’s List, while
others trade normally.

Example: Chemul Ships Management Company Co
Ltd

Chemul Ships Management Company is the
technical and ISM manager for six tankers with an
average age of 23 years, with some, but not all,
identified in dark fleet trading activity.

The Marshall Islands company was incorporated in
2020. The Equasis database shows a company with
the same name listed via an address at the World
Trade Tower in Shandong, China.
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Chemul doesn’t have a website or contact details.
One of the newest additions to its fleet of tankers for
which it provides ISM oversight is Spirit Of Casper
(IMO: 9224271), a 21-year-old suezmax vessel.

The tanker changed registered ownership on
February 7, to Marshall Islands-incorporated,
single-ship company Casper Marine Services Inc.

The Marshall Islands-flagged tanker’s AIS shows
irregularities in its vessel signal, indicating it is at
international waters outside Fujairah, while also in
the China Sea.

This mirrors one of the deceptive shipping practices
outlined in US government guidelines as it was
frequently used in Iranian shipments off Oman and
the United Arab Emirates to avoid detection of
cargoes being loaded via ship-to-ship transfers in
international waters.

Last week, the Office of Foreign Assets and Control
warned US maritime service providers that they
may be covering tankers spoofing their signal while
calling at Russian ports on the Pacific coast.

Spirit of Casper does not have insurance with the
International Group of 12 clubs.

Other tankers managed by Chemul, such as Cathay
Star (IMO: 9199127), have different ownership
structures and regular insurance within the
International Group.

Cathay Star’s registered owner is Hong Kong
incorporated Cathay Tanker Limited, since changing
hands in September 2022.

The single-ship company Cathay Tanker Limited is
tracked to an address used for serviced offices in
Hong Kong. Despite the lack of IG insurance, and
complex ownership structure, the Spirit of Casper
does not fit the methodology; there are no deceptive
shipping practices identified.

The single-ship structure, while complex, is typical
in shipping.

Other vessels such as Shun Tai (IMO: 9242223) and
Flora (IMO: 9133070) appear to be trading
normally, even though another, Kin A (IMO:
0176993), exhibits signs of deceptive shipping
practices.

The 23-year-old, Panama-flagged very large crude
carrier has not called at any ports since July 2021,
according to its vessel tracking.
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Chemul assumed ISM and technical management of
Kin A in February 2021, while its registered owner
changed to Marshall Islands-incorporated single-
ship company Hawks Navigation SA (entity number

106739).

Over the last year, AIS tracking shows the VLCC has
not moved from two locations hundreds of nautical
miles off the Liberian coastline in international
waters.

This activity, and the broader region around West
Africa is colloquially known as “spoofing central”, as
this is where many larger tankers appear to
congregate based on their AIS signals.

However, transponders are manipulated when
compared with satellite imagery that has been used
to track them to ports in Venezuela, where they are
loading cargoes of US-sanctioned oil. Kin A is not
entered with International Group clubs, and under
Lloyd’s List methodology is considered part of the
dark fleet.

Another tanker managed by Chemul, Sino Star
(IMO 9263693) called at St Petersburg on January
26 but has insurance from American Club.

This means that its cargo is compliant with the oil
price cap. Despite links with other dark fleet
tankers, Sino Star isn’t included in the list and won’t
be unless there is future evidence of deceptive or
evasive practices.

Chemul has no known website or email address. The
only link found to Chemul Ships Management Co
Ltd was Georgia-based Aleksandre Khomeriki, who
identified himself as an employee of the company on
LinkedIn. He was approached for comment.

Black

Characteristics: the highest of the high-risk
vessels that tick most, if not all, the boxes for
deceptive shipping practices. These include falsely
claiming to be flagged with registrations as well as
other fraudulent representation of class and/or
insurance alongside usual flag-hopping and voyage

irregularities such as AIS manipulation and
spoofing. Ownership and other technical
management structures are either unknown or
overly complex. There is no known insurance.
Tankers do not make any tracked port calls, taking
on cargoes via ship-to-ship transfers in international
waters often with AIS switched off.

Example: Roma (IMO: 9182291)

Roma is a 23-year-old very large crude carrier
plying international trades falsely claiming to be
flagged in Comoros and classed with Overseas
Marine Certification Services. It has no known flag,
class, or insurance.

The IMO’s database shows its falsely flagged status,
while the Panama-based recognised organisation
confirmed to Lloyd’s List earlier this month that
Roma is not classed with its company.

Roma’s registered owner is said to be Koro Shipping
Services Inc, a company incorporated in the
Marshall Islands, according to the IMO’s GSIS
website, in additional to Lloyd’s List Intelligence and
Equasis websites.

The company is shown as active on the Marshall
Islands International Registries Inc website, and
and gives its address as Sharjah, United Arab
Emirates, which cannot be traced. The SM manager
is unknown. There are numerous gaps in AIS
transmission, with the only known discharge port
for its cargo shown as Dongjiakou, China, four
months ago.

Many of these tankers frequently remain in
international waters to escape port state scrutiny but
in this case, Roma was also tracked to an anchorage
at Manila, Philippines, between March 5 and March
8, presumably to change crew.

Lloyd’s List emailed the Philippines port authority
on March 8 asking whether any checks were made
given the tanker was fraudulently representing its
registry and class. There was no response.

WHAT TO WATCH

St Kitts and Nevis deflags 36 tankers
owned by biggest dark fleet owner

THE registry of St Kitts and Nevis is deregistering
all tankers flagged with Gatik Ship Management,
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after a confidential review into the biggest dark fleet
shipowner that is key to Russian export oil trades.
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The removal comes after Lloyd’s List revealed on
April 6 that the American Club withdrew cover
from at least 15 Gatik tankers entered with the
club, amid concerns that the shipowner was not
complying with an oil price cap on Russian oil
exports.

The UK-incorporated registry flagged at least 36
tankers owned by Gatik, the mysterious Dubai-
based shipowner at the forefront of shipping Russian
crude and refined products that has built up a
50-tanker fleet worth $1.5bn from scratch in less
than 18 months.

But in legal correspondence cited by Lloyd’s List, the
Saint Christopher and Nevis International Ship
Registry said it was deregistering all Gatik vessels,
without providing the number involved.

The registry flagged 71% of the Gatik fleet of 50
tankers, when measured by deadweight, according
to Lloyd’s List Intelligence data. Gabon flagged a
further 11 tankers, Liberia one and Palau 2,
according to databases including Equasis.

The Gatik vessels comprised two thirds of all
tonnage in the registry when by deadweight. Most of
the other 600 vessels are smaller tugs, fishing
vessels or ships under 5,000 dwt.

The results of an internal investigation would
remain confidential, the letter said, and that the
registry undertook its legal and ethical
responsibilities very seriously.

Gatik Ship Management is the largest shipowner
shipping Russian oil and refined products, and
one of the 450-plus tankers defined as part of
the dark fleet* of tankers solely deployed in
shipping Russian, Venezuelan and Iranian oil
which is subject to a range of Western and US
sanctions.

Under sanctions imposed by the Group of Seven
industrialised nations and Australia, shipowners,
charterers, insurers and other marine service
providers linked to Western countries cannot ship
Russian oil to third countries unless it is sold at or
below a price cap.

The price cap, which applied for crude shipments
from December 5, and refined products since
February 5, is designed to limit revenues flowing to
the Russian federation and is accompanied by oil
import bans to Europe, the UK, US, Canada,
Australia and other Western economies.

The Caribbean island of St Kitts and Nevis has
outsourced registry management to the UK-based
company, which was incorporated in 2004, and has
been the flag registry of choice for Gatik.

The UK-based registry had faced widespread
scrutiny for its registration of the Gatik ships, for
which a beneficial owner cannot be traced.

The company’s website, managed via a GoDaddy
domain provider has been “under construction for
least six months”.

Technical and commercial management is linked to
further anonymous companies in Dubai and India
with addresses that do not have any businesses
related to their activities. Gatik also uses the Marshall
Islands to register ownership for the single-ship
companies, which then provide addresses in Dubai
and India, further adding to its obfuscated corporate
structure to prevent ownership discovery.

The decision by St Kitts & Nevis to deflag the vessels
will not be immediate as providers have to provide
notice to allow shipowners to find alternative
jurisdictions for their vessels.

Data analytics provider VesselsValue estimated
Gatik’s fleet at 53 tankers worth $1.5bn in report on
April 2.

* Lloyd’s List defines a tanker as part of the dark
fleet if it is aged 15 years or over, anonymously
owned and/or has a corporate structure designed to
obfuscate beneficial ownership discovery, solely
deployed in sanctioned oil trades, and engaged in
one or more of the deceptive shipping practices
outlined US State Department guidance issued in
May 2020. The figures exclude tankers tracked to
government-controlled shipping entities such as
Russia’s Sovcomflot, or Iran’s National Iranian
Tanker Co, and those already sanctioned.

Potential buyers emerge for Ince

SEVERAL potential buyers have emerged for Ince, the
listed shipping law firm that entered administration
last week after missing several statutory accounting
deadlines, according to sources in the sector.
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Two big name rivals have privately confirmed to
Lloyd’s List that they are flatly not interested in
mounting a bid for what is left of the company.
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Many of its most prominent partners have already
left the firm, they pointed out, leaving little of value
from a talent acquisition point of view.

However, speculation has emerged that former chief
executive Adrian Biles is interested in leading a
partner buyout at Ince, and there has been some
internal discussion about this prospect.

Mr Biles left Ince last year and is now managing
partner at Child & Child, after buying the real estate
and family law specialist out of prepack
administration last November. Mr Biles did not
respond immediately to a request for comment.

The Lawyer trade publication has named New
York-based hedge fund Anchorage Capital Group as
another prospective buyer, alongside other potential
bidders. Anchorage acquired Slater & Gordon, an
Australian consumer law firm with a UK affiliate, in
2017. Its London office did not immediately respond
to a request for comment.

Ince & Co was founded in 1870 and grew to become
one of the most prestigious shipping law firms in the

world, specialising in hull insurance cases. However,
it had been in difficulties for at least a decade, after a
scandal which saw a partner jailed in 2013, after
defrauding Ince and its clients of £3m.

In 2019, it controversially went into prepack
administration, paving the way for its acquisition by
UK-listed Gordon Dadds without the buyer having to
take on its liabilities.

It was finally brought down after auditors BDO
determined that there were “matters outstanding”
with regard to accounts in Hong Kong, putting
“increasing pressure” on its cashflows.

Ince held discussions with its main lender and the
UK tax authorities to establish its level of support.
But after a major creditor said it would no longer
support the business, the board felt it had no choice
but to pull the plug for a second time.

The firm employs more than 700 staff and had
revenue in excess of £100m ($120m) in the year to
March 2021.

Tentative agreement reached on ‘key issues’
In US dockworkers’ talks

A TENTATIVE agreement on “certain key issues”
has been reached in the west coast labour
negotiations, according to a union statement.

The International Longshore and Warehouse Union
did not indicate what the key issues were, but a
source familiar with the matter told Lloyd’s List
that they include “operational processes in
terminals.”

The Pacific Maritime Association, which represents
ocean carriers and marine terminals, has previously
issued statements jointly with the ILWU but was not
party to the announcement. It, instead, released a
more restrained statement in which it said
“significant progress” has been made in the talks,
while highlighting ongoing disruptions in the ports
of Los Angeles and Long Beach.

“While significant progress has been achieved in
coastwise contract negotiations, several key issues
remain unresolved,” the association said in a
statement. “Meanwhile, work actions led by ILWU
Local 13 at the ports of Los Angeles and Long Beach
continued to disrupt some operations at key marine
terminals today.”
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According to the source, the ILWU’s announcement
was timed to coincide with the confirmation hearing
of acting labour secretary Julie Su, who faces an
uphill battle in the senate to fill the position
permanently.

“I am pleased that [the ILWU and PMA] have made
real progress,” Ms Su said. “There will still be a few
issues that the parties need to resolve, but I think
this is a good example of how the collective
bargaining process really works.”

It is the first major breakthrough in the negotiations
since the PMA and ILWU reached a tentative
agreement on health and benefits last July, though a
signed agreement is still likely months away. Any
agreement will also require union ratification.

The announcement also comes during turbulent
times at the ports of Los Angeles and Long Beach,
where employers say local ILWU dockworkers are
disrupting port operations and slowing down cargo
movement, according to a statement.

Earlier this month, terminals at the ports of Los
Angeles and Long Beach, which together comprise
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the nation’s largest containerport complex, shut
down for 24 hours as essential jobs went unfilled.

The Pacific Maritime Association claims
dockworkers are “deliberately conducting
inspections that are not routine, unscheduled, and
done in a way that disrupt terminal operations.”

Lloyd’s List understands that several ship-to-shore
gantry cranes and more than 10 top loaders and
utility tractor rigs are currently out of service across
the San Pedro Bay.

ILWU Local 13 said in a statement that dockworkers
are using the current lull in cargo volumes to

conduct mandatory inspections of cargo handling
equipment and to remedy any deficiencies.

“During the years of the pandemic, while our
members were repeatedly shattering records
moving cargo, our employers overlooked CHE
maintenance.

“Terminal operators that have a clear shortage of
mechanical personnel on staff, naturally have the
longest list of shortcomings to address. We hope to
complete these inspections in a systematic and
expeditious manner for the benefit of all our supply
chain partners. Meanwhile, our members are
continuing to move cargo with skill and efficiency.”

OPINION

Banks learnt sanctions diligence the hard
way. Shipowners don't have to

ASK BNP Paribas what can happen to companies in
any line of business, from anywhere in the world,
deemed to have violated US sanctions.

In 2014, the French banking giant was ordered to
forfeit $8.8bn and fined $140m after pleading guilty
to processing transactions for Sudanese, Cuban and
Iranian entities, in what still marks the largest
criminal financial penalty in human history.

Standard Chartered had to pay a total $1.6bn for two
sanctions cases in 2012 and 2019, while
Commerzbank reached a $1.45bn settlement with
the US Office of Foreign Assets Control in 2015.

It is now shipping’s turn in the firing line. US,
European Union and UK sanctions against Russia
— imposed in retaliation for last year’s invasion of
Ukraine — hinge on tanker operators and their
insurers observing a $60 a barrel price cap on
Russian crude exports.

This seems largely to be sticking in the West,
although there are reports that Indian and Chinese
buyers are not playing ball.

So far, sanctions efforts have been unrolled more by
way of moral suasion and threatened consequences
rather than active enforcement. But there are
pointers from the US that that is likely to change
shortly.

In particular, Washington is keen to disrupt the
opaque operations of the so-called “dark fleet” of
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tankers ready to trade with Russia and other
sanctioned countries such as Iran and Venezuela.

This has now grown to 456 vessels, equivalent to
about 10% of the existing international tanker
tonnage.

It is unclear if the EU intends to follow suit, but
Brussels may find its arm twisted in that general
direction. Precedent suggests that a small minority
of owners gladly run the risks of sanctions busting
if the price is right. Remember to write to them in
jail.

But you don’t have to be a bad guy to feel the heat on
this one. Sanctions remain a major headache for
rule-abiding owners too.

You may or may not think it fair that your company
is being asked to undertake a policing function. But
realistically, this is where we now find ourselves.

There is a real risk of inadvertently falling foul of the
strictures if due diligence is restricted to just kicking
the tyres.

Ofac statements recognise that shipping service
providers can be duped by false documentation or
spoofing of AIS signals to disguise tanker calls to
Russia’s eastern ports, including Kozmino.

But this can also be read as a clear signal that the US
government is now fully up to speed on subterfuge
patterns, and closely watching every move.
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Insurers have some degree of wiggle room, in the
shape of the attestation. This essentially provides
that if a cargo interest or tanker operator swears
they bought their cargo at or under the cap, they
should be taken at their word.

But this is not a “Get Out of Jail Free” card, and
underwriters cannot contrive a nudge-nudge wink-
wink attitude to facilitate any complicity.

As Ofac’s assistant director of sanctions compliance
and evaluation made clear in a webinar this week,
the onus for forensic compliance sits firmly with all
parts of the maritime supply chain.

Tick-box efforts are not going to be good enough.
Relying on vessel-tracking services that don’t alert
you to spoofing or deceptive shipping practices will
not pass muster.

Lloyd’s List hosted its own webinar, in which
compliance specialists from P&I and banking
confirmed our long-held view that shipping is
nowhere near ready for what is shaping up as an
impending crackdown.

Too many suppliers and owners are still not taking
compliance seriously, and that could become a
painfully expensive oversight for some.

As a result of the BNP Paribas case, banks now have
in place an industrial-scale compliance

infrastructure, with compliance costs now
representing 15% of a bank’s total annual spend in
some cases. This is no longer regarded as a bolt-on,
but rather a basic business requirement.

The lessons for shipowners are obvious. Now that
government agencies know exactly who is doing
what, not knowing that your customer’s customer
had loaded sanctioned crude is relegated to “the
dog ate my homework” layer of unacceptable
excuses.

We will confess to not being disinterested in all this.
Lloyd’s List Intelligence has a product to sell you
that will help you in this task, in the shape of
Seasearcher Advanced Risk and Compliance.

ARC can help you spot spoofing, ship-to-ship
transfers in high-risk areas, flag-hopping, false
flagging and multiple other factors that represent
red flags. States are now monitoring these activities
24 hours a day; with ARC, you can, too.

It is not the only product of its kind, and yes, it is
more expensive than downloading a $15 ship-
tracking software programme online.

But it is — we would modestly maintain — the best
one out there, and certainly worthy of your
investigation if you don’t fancy the kind of
eyewatering fine meted out to our banker friends.

ANALYSIS

Sanctions enforcement looms, but industry
compliance challenge remains

THE shipping industry is still not taking sanctions
compliance seriously enough and too many companies
lack the tools and expertise to dig deep enough into
deceptive practices to satisfy regulatory scrutiny

According to compliance experts on a Lloyd’s List
webinar, there are serious concerns inside finance
and insurance circles that a looming regulatory
enforcement crack down is likely to expose
widespread due diligence shortcomings among
shipping companies.

“My biggest concern is that I still don’t believe that
the majority of the shipping world has taken
compliance seriously,” said Shipowners Claims
Bureau chief operating officer Daniel Tadros, which
manages the American P&I Club.
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“We've seen examples recently of events happening
where you would think on the face of it, my God,
how could they not know that there was something
involved there? And I think what’s happening is that
people are doing superficial compliance
investigations that really don’t dig deep enough.”

While enforcement cases targeting shipping
breaches of Russian sanctions have been very
limited to date, there is a widespread consensus
among compliance and legal experts that a
crackdown is looming and government agencies
could be looking to make an example of some
companies in order to send a message.

The US sanctions enforcer last week issued an
advisory notice amid reports that some companies

Page 9



had been involved in Russian oil trades that may
have breached the oil price cap.

The Treasury Department’s Office of Foreign Assets
Control (Ofac) claimed that US shipping service
providers could have been duped by false
documentation or spoofing of AIS signals to disguise
tanker calls to Russia’s eastern ports, including
Kozmino.

On April 20 Ofac’s assistant director of sanctions
compliance and evaluation Claire McCleskey spoke
on a webinar, where she made clear that the onus for
forensic compliance sits firmly with the industry.
Her message to the industry audience was that tick
box efforts are not going to be good enough and
relying on vessel tracking services that don’t reveal
spoofing or deceptive shipping practices will not
offer sufficient protection.

“I think we are just at the beginning of this trend
where we can expect both the US but also the
European authorities to really go after [shipping]
from an enforcement perspective,” said Danske
Bank global head of sanctions and compliance
Amalie Korning Wedege.

The need to send a strong message that there are
consequences for evasion is now driving regulatory
thinking, she said, adding that given the extent of
current sanctions it is now enforcement activity that
will deliver “the most bang for your buck when it
comes to adding pressure on Russia.”

While no official guidance on enforcement actions
have been issued by any US government agency,
Lloyd’s List has been told by well-placed officials that
a “disruption” of the dark fleet’s opaque operations is
now seen as a priority.

Addressing the question of what sufficient due
dilligence looks like, Mr Tadros conceded that there
was “a limited available pool of experts on sanctions
and compliance capable of sifting through the data
and determining what is and is not a risky operation.”

According to Ms Wedege several operators she had
dealt with had walked away from some activities
simply because there was no way of being able to be
100% sure that the due diligence they were engaged
in would be sufficient to rule out some links to
deceptive shipping practices.

And unfortunately, that is one of the hard lessons
being learned here, but there are just some activities
where you're never going to satisfy the due diligence
angle, therefore, you better not carry out the
activity,” she said.

Despite the difficulties, Mr Tadros warned that the
industry needed to step up its due diligence
investment.

“At the end of the day, every player has a non-
delegable duty to do its compliance because if Ofac
comes knocking at your door, you're going to have to
show that you did this, otherwise you are in trouble.”

Price cap compliance needs more
than basic vessel-tracking tools

COMPLIANCE with the price cap on Russian oil
requires sophisticated and accurate vessel tracking
tools, according to a US treasury official.

The Office of Foreign Asset Control warned last week
that tankers are using deceptive practices to
obfuscate calls in eastern Russian ports such as
Kozmino. The alert said US nationals may have been
deceived with falsified documents or deceptive
shipping practices and inadvertently provided
covered services to ships carrying oil sold above the
price cap.

“Specifically in terms of what we are seeing that led
to us issuing this alert, what we’ve seen is that
sometimes there will be a discrepancy between what
a very basic vessel-tracking service shows and a
more sophisticated vessel-tracking service or
subscription will show,” Claire McCleskey, assistant
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director of sanctions compliance and evaluation at
Ofac, told a Capital Link webinar.

“The very basic vessel-tracking [platforms] will show
that a ship was somewhere in the area around
Kozmino for example, but [will show] very clearly
that they did not go anywhere near it, and then when
you access a more sophisticated vessel-tracking
system, you can see clearly that ship did in fact, call
at Kozmino.

“If you're providing services to a ship and you find
evidence that they appear to be disguising the fact
that they are calling at Russian ports, [you] should
see that as evidence of possible evasion of the price
cap. [You] should ask for additional information and
press for documentation, and if they refuse to
provide it, that should be taken as possible evasion
and ideally reported to Ofac.”
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The price cap imposed by the Group of Seven
industrialised nations and Australia prohibits
companies from providing covered services like
financing and insurance to ships carrying Russian
oil and oil products unless they were sold at or below
a certain price.

Ms McCleskey said that the price cap regime has
managed to hurt Russia’s revenues in the first quarter
and that there is no evidence of widespread evasion.

“We have some updated data from the Russian
Ministry of Finance that shows that following the
imposition of the price cap, their tax revenues from
oil and gas in the first quarter of 2023 were 45%
lower relative to a year prior,” she said, adding it
includes a decline in March in tax revenue of
petroleum products of 85% relative to the year-
earlier period.

She advised care when providing services to trades in
Russia’s Pacific coast, after reports that Eastern
Siberia-Pacific Ocean oil pipeline crude has
consistently been assessed at above the $60 per barrel.

“Make sure that you are doing everything that we lay
out in the guidance as expected to obtain the safe
harbour.”

Ofac’s price cap guidelines establish a “safe harbour”
for service providers that comply in good faith with
its record keeping and attestation requirements,
shielding them from enforcement should they
inadvertently engage in a non-compliant
transaction. Providers are required to reject
participation in evasive transaction and report such
a transaction or request.

She said that while Ofac’s receives valuable
information from foreign partners or law
enforcement, reports from the industry are perhaps
its biggest source of information.

“These can be formal Ofac reports; reported,
rejected, or blocked transactions; or it can be a tip or
a lead. People submit information to us about things
that they have seen in the industry, or things they’re
hearing or that they’ve encountered.”

MARKETS

Gram Car Carriers not concerned
by large PCTC orderbook

THE vehicle carrier sector should not be concerned
about the large orderbook of pure car and truck
carriers, which presently represents 26% of the
existing fleet in service, according to Gram Car
Carriers chief executive Georg Whist.

“Investors often ask me about the PCTC orderbook,
but between now and the end of 2025 there will be
an annual shortage of between 20 - 25 ships,” he
said in an earnings call. “The entire orderbook (of
140 ships) is covered. While this is a big number we
need all these ships - the orderbook doesn’t give me
any sleepless nights.”

He said current vehicle carrier capacity shortages
are driving more cars to be shipped on sub-optimal
solutions such as containerships, adding the
introduction of the carbon intensity indicator and
the European Union’s Emissions Trading System
will force older ships to reduce service speeds,
creating further shortages of capacity.

Gram Car Carriers is the world’s third-largest
non-operating owner of vehicle carriers and owns 19
pure car and carriers of between 1,000 car and
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7,000 car capacities. Of the total global vehicle
carrier fleet of 750 ships, around 180 are controlled
by tonnage providers.

While its does not directly have any newbuildings on
order, the company has strong links to Global Auto
Carriers, a vehicle carrier tonnage provider founded
last year by GCC’s largest shareholder F. Laeisz and
three other stakeholders. GAC has four 7,000 car
capacity dual-fuel liquefied natural gas PCTCs on
order in China, set for delivery in 2025 and 2026.

Gram Car Carriers said the delivery schedule of the
current PCTC orderbook is still expected to be
insufficient to meet estimated cargo demand, at least
through 2025.

According to the company, global light vehicles sales
are set to rise to 86.1m units this year, an increase of
6.2% compared with 2022, while global car sales
will exceed pre-Covid levels from 2024 onwards,
citing data from consultancy LMC Automotive.

“Improved availability of semiconductors is a key
driver for the raised sales projections. Supply
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limitations has in recent years been an important
factor for reduced car production,” it said.

Chinese car exports increased by around 57% to
around 3.25m units in 2022 compared with 2021.
This trend is expected to continue this year, with a
42% year on year growth for the first two months of
2023. China is now the third-largest vehicle exporter
of cars in the world, after Japan and the European
Union.

“The current run-rate indicates Chinese exports
exceeding four million units in 2023. The continued
growth in Chinese exports is driving increased
seaborne volumes and average transport distances,
both positive factors for the car carrier market,”
Gram Car Carriers said. “Substantial local
investments to increase production capacity of
electric vehicles in China is expected to be used to
support the worldwide export ambitions of the
Chinese electric vehicle manufacturers.”

It said that following an initial negative impact on
shortsea traffic in Europe following the war in

Ukraine, European shortsea car trades have
gradually firmed. This is due to increased feeder
requirements for vehicles originating outside Europe
and the easing of supply disruptions for European
manufacturers.

“Inefficiencies in ports and inland infrastructure
remain prevalent throughout the automotive supply
chain. These inefficiencies reduce available capacity
and increase the demand for PCTC tonnage.”

Gram Car Carriers’ average daily fleet time charter
earnings in the first quarter was $25,620, compared
with $22,720 in the fourth quarter last year. It
expects daily earnings from the fleet to increase
further over the next quarters as its ships commence
new charter contracts at higher daily rates.

The Oslo-listed company’s first-quarter operating
revenue was $41.1m, up from $38.2m in the
previous quarter, while earnings before interest,
taxes, depreciation, and amortisation was $27.7m,
compared with $23m in the fourth quarter of
2022.

Shifting trade patterns show

influence of geopolitics

THERE are signs that geopolitical events are already
pushing importers to look towards nearshoring their
supply lines to avoid disruptions from conflict or
trade tensions.

“There is no question that current geopolitics is
going to affect the market, whether it is globalisation
or just the general pattern of trade,” said Xeneta
chief data officer Erik Devatek. “There is
diversification from China after 30 years of reliance
on most goods coming from Far East.”

Speaking in a webinar, he pointed to the sharper
declines in volumes seen on the transpacific trade
compared with the transatlantic as an early sign of
potential changes.

“There are very different goods shipped on those
trades,” he said. “We see more fast-moving
consumer goods from Asia and more high-value
goods and machinery coming from Europe. Is this
an indication of things to come? If you have the
choice of where to procure the same goods do you
base sourcing based on geopolitics?”

The transatlantic trade had not been affected as
much by the surge, then fall, in demand for
consumer products. But even while industrial
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demand had been affected by the current slowdown,
the absence of geopolitical drivers was still helping
the transatlantic trade.

“The transatlantic relationship is much stronger
than the transpacific,” said Xeneta market analyst
Emily Stausbgll. On the other major US trade from
Asia, however, there was a more visible effect, she
added.

“China used to account for 65% of US imports from
Asia. That has since dropped 10 percentage points It
is still very high, but it is a significant decline from
just a couple of years ago. Tariffs have made other
countries more attractive.”

Carrier orders for more flexible vessels that could be
accommodated in ports in Southeast Asia indicated
that lines were also seeing sourcing patterns change,
she said.

This had been driven by an increase in imports to
the US from Vietnam and other Southeast Asian
countries.

“Although containerised imports from the Far East
to the US were 26% higher in 2022 than in 2017
— the last full year before the trade war started — an
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evolution in the balance of trade is clear,” Ms
Stausbell said. “Across the five-year period, China
ties with Singapore for the lowest growth in imports,
at just 7%. In percentage terms, ‘friendly’ Vietnam
was the clear winner, with a growth rate of 156%.”

This was being bolstered by infrastructure projects in
Southeast Asia, particularly in Vietnam and Cambodia.

“Once developed, these new ports will allow bigger
ships to call, reducing the need for feeders and
transhipments, thus improving transit times, while
still offering economies of scale.”

But geopolitical challenges were also having negative
impacts on other countries.

Ms Stausbell pointed to the tensions between China
and Taiwan.

“Concern is growing that the trade war acted as a
starting gun for deteriorating relationships with the
west, in particular the US, and that those tensions
are now escalating thanks to the “Taiwan question,”
she said.

A growing spread had emerged between long-
term rates to Taiwan and those to Japan, for
example.

“The growing disparity in rates can largely be
attributed to the geopolitical risks associated with
the China to Taiwan route. Carriers are factoring
this risk into their prices for long-term contracts
more heavily than for the spot market. Notably,
prices on the China to Taiwan trade have reached
levels similar to those of the transpacific trade at
around $2,000 per feu.”

BHP reaffirms positive outlook

for commodity demand

BHP, the third-largest iron ore producer in the
world, is bullish on demand for the commodities it
mines.

“Recent engagements with customers in China and
India have reaffirmed our positive outlook for
commodity demand, with China’s economic rebound
and solid momentum in India’s steel-making growth
helping to offset the impact of slowing growth in the
US, Japan and Europe,” the miner’s chief executive
Mike Henry said.

Production of iron ore reached 192m tonnes in the
nine months to the end of March, with full financial
year guidance of 249m-260m tonnes being
maintained, BHP said in a production report.

No material damage was reported from the recent
cyclone activity in the Pilbara region of
northwestern Australia with port operations back at
full capacity, it said.

Thermal coal guidance for New South Wales
operations of 13m-15m tonnes was unchanged, while
the bottom end of the 58m-64m tonne range for

metallurgical coal can be expected due to forecasts
of upcoming wet weather.

While copper production guidance from Escondido
has been lowered, performance from other assets
leaves the 12-month estimate unchanged at 1.6m-
1.8m tonnes, while nickel production estimates have
been lowered by 5,000 tonnes to end in a range
between 75,000-85,000 tonnes.

The World Steel Association said that 165.1m tonnes
was achieved in March, a 1.7% increase compared
with the same period last year.

The gains were led by China and India, while
declines were most pronounced in Europe and the
Middle East.

China’s output rose 6.9% to 95.7m tonnes, the
group’s statistics show, while India’s production
increased by 2.7% to 11.4m tonnes.

Production in Japan slid 5.9% to 7.5m tonnes, while
the European Union saw output fall 5.6% to 11.9m
tonnes.

IN OTHER NEWS

Chinese port halts resuming crew
Covid testing after backlash
CHINA's major port city of Dalian

is said to have halted an attempt companies.
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to resume Covid tests for
arriving crew members amid a
backlash from shipping

Ship agents were told by the local
customs authority about the plan
last week, according to people
familiar with the matter.
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The tests were targeting crews
that have symptoms, have signed
on from overseas within the past
14 days or are on ships entering
China for repairs.

More provision needed for female
seafarers

MORE needs to be done for
women seafarers to ensure their
retention, according to the
findings of a new report.

It highlights the general lack of
basic provisions, such as the
availability of sanitary products
and adequate disposal facilities,
as well as inappropriate sizing of
clothing, boots and personal
protective equipment, which
creates safety risks.

While some shipping companies
do provide for women, many do
not, as it is seen as too costly for
so few users.

Just because there are so few
female seafarers does not mean
their needs should be overlooked,
the Seafarers International
Research Centre, at Cardiff
University's Professor Helen
Sampson said, who co-authored
the report.

UK soon to deliver on training
modernisation programme

The UK's commitment to future
seafarer skills, as set out in the
Cadet Training and
Modernisation Programme, is
almost at the point of making the
outlined changes, according to
Kathryn Nielson, director of the
Merchant Navy Training Board.

It has been a monumental task to
bring together 47 people across 30
organisations, with a view to
delivering on 23 recommendations
detailed in the June 2021 Maritime
Skills Commission Report.

The stakeholders have identified
what needs to be updated and
recognise that significant
modernisation is needed in the
way training is delivered.

MOL sets out new zero emissions
road map with $5bn investment plan
MITSUI OSK Lines has unveiled a
new road map to achieve net zero
emissions by 2050 and is
planning to invest nearly $5bn
over the next three years to help
deliver that target.

“In addition to showing steady
progress since the

announcement of version 2.1, we
have formulated concrete action
policies," the company said in a
statement, specifying an interim
goal of reducing greenhouse gas
emissions by 23% by 2030 when
compared with 2019.

Second person charged in US
sanctions evasion case

A BELARUS national has been
charged with violating US
sanctions imposed on a Russia-
based oligarch and companies
he controls, according to a
Department of Justice statement.

Prosecutors allege Sergey
Karpushkin, who lives in Miami,
helped facilitate business
transactions between Florida-
based metal trading firm
Metalhouse LLC and entities
controlled by Sergey Kurchenko.

Metalhouse, whose president
John Can Unsalan was arrested
last week on related charges,
allegedly purchased over $150m
of steelmaking materials from
the entities between 2018-2021,
despite Mr Can Unsalan and Mr
Karpushkin knowing that they
were controlled by Mr
Kurchenko.

For classified notices please view the next page.
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TSN Sk

PAKISTAN NATIONAL SHIPPING CORPORATION

(Statutory Corporation, Established under the ordinance, XX of 1979)

INVITATION TO BIDS

INTERNATIONAL TENDER FOR THE PROCUREMENT OF UPTO TWO
SECONDHAND / NEW BUILD (RESALE) CHEMICAL TANKERS

Tender No: PRCD/PLG/2023/22457

1. Pakistan National Shipping Corporation as managers invite offers from ship brokers enlisted with Baltic
Exchange for the “Procurement of upto Two Secondhand / New Build (Resale) Chemical
Tanker Vessels” as per Public Procurement Rules, 2004.

2. Document containing Criteria and other Terms & conditions, may be obtained free of cost from the
address stated below from Monday to Friday during office hours 0830 to 1530 (PKT) or can be
downloaded from PNSC website www.pnsc.com.pk till 14" June, 2023 this advertisement is also
available on PPRA website www.ppra.org.pk.

3. The offers for =sale should be sent at Email address: sandp@pnsc.com.pk &
khurrum.mirza@pnsc.com.pk latest by (1500 PKT/1000 GMT) 15 June, 2023 Offers will be opened
on the same day at (1530 PKT/1030GMT) in the presence of bidders, who wish to attend.

4, PNSC reserves the right to accept or reject any or all bids as per PPRA, 2004.

Manager (Planning),

Special Project & Planning Division

PNSC Building, M.T. Khan Road, Karachi - 74000, Pakistan.

Tel: 492 21 9920 4001

Fax: +92 21 3561 0780

Email: sandp@pnsc.com.pk & khurrum.mirza@pnsc.com.pk
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