MARPOL ANNEX VI

Choppy outlook for SECA operators

Leading Swedish supplier Stena 0il fears only the most conscientious owners will comply with the first SECA,
and that discrepancies in sulphur tests could lead to a legal feeding frenzy.

ith just two months to go before
‘ f \ ; the first ever sulphur emission
control area (SECA) becomes a

reality in the Baltic Sea on May 19 this
year, the outlook remains anything but
clear for those that are trying to assess its
true implications.

Patrik Pettersson, bunker manager for
leading Swedish bunker supplier Stena
Oil, expressed a number of concerns about
the market's preparedness for SECAs in an
interview for the November issue of the
Bunkerworld magazine. Four months later,
he still harbours major doubts.

Stena has seen a lot of interest on this
issue lately, but it seems shipowners that
face the 1.5% sulphur cap applicable to
fuels used within SECAs "are only slowly
coming out of their slumber, and very few
are committing themselves."

Previously, Pettersson pointed to actual
demand for low sulphur fuel oil (LSFO) as
the single biggest challenge for bunker
suppliers to predict. Demand will to a
great extent depend on owners' strategies
for compliance with low sulphur SECA
demands, which can include fuel switch-
ing between high sulphur fuel oil (HSFO)
and LSFO as required, use marine diesel
oil (MDO) instead of LSFO, burn LSFO all
the time, or use abatement technology.

"The great majority of shipowners have
not communicated their intentions,"
Pettersson lamented, making it very hard
to second-guess what strategies they are
mulling. "As far as I can judge most have
adopted a wait-and-see attitude," he said,
but added: "There are some exceptions
though from well-known shipping com-
panies who have already have signed con-
tracts or which are in negotiations."

Naturally, demand for LSFO - or even
extra MDO - to achieve SECA compliance
will also depend on ship operators actual-
ly trying to comply. "With a projected
price premia [for LSFO over HSFO] of 570-
100 per metric tonne, I'm afraid there will
be quite some non-compliance. Itis unfor-
tunate that companies who are not so par-
ticular will get a competitive advantage by
cheating," Pettersson observed.

Lingering doubts

The main concern for ship operators plan-
ning to use LSFO is availability where and
when the operator requires this fuel,
according to Pettersson. "The shipowner
will have to carry LSFO onboard BEFORE
entering a SECA. As far as we can gather,
suppliers outside of SECAs have not in
general taken sufficient steps to secure
supply.”

Bunkerworld asked Pettersson if he
thinks ship operators are prepared for the
operational challenges of the SECA? "I'm
afraid not. Technical issues with han-
dling onboard has to be addressed, i.e.

issues with stability of fuel, sufficient
onboard tank capacity to carry different
grades etc."

Pettersson shares ship operators' con-
cerns about LSFO availability, and is not
convinced that there will be enough car-
goes offered in Europe to meet shipping
needs. "I still believe there is too little
avails in general and lack of infrastructure
in order to accommodate everyone and
fully replace the standard people are used
to today. Outside of main ports there are
bound to be severe difficulties. For the
second SECA 1 believe it will go from bad
to worse."

The second SECA, the North Sea and
English Channel, is due to come into force
in late 2007, thereby enveloping a signifi-
cantly larger share of Europe's shipping as
well as its major bunker markets.

Stena is well equipped to offer supply
of LSFO in addition to regular HSFO
bunker fuels and marine distillates. "All
our barges can carry several segregated
cargoes/ grades so that will not be a prob-
lem. This is something we do daily. The
addition of our latest newbuilds has really
boosted our delivery capacity and I'm
very confident about supply possibilities,"
Pettersson said.

He is, however, still under the impres-
sion that most bunker suppliers in the
Baltic region are ill-prepared for supply of
LSFO, particularly because of the logistical
challenges it presents.

MARPOL Annex VI could prove a rough ride for some ship operators

posed to have sulphur content below
1.5%, but is later found to be above this
limit?

It's the shipowner who is formally
responsible for compliance with this limit,

“The great majority of shipowners have not
communicated their intentions...as far as | can judge
most have adopted a wait-and-see attitude”

The biggest frustration for suppliers
and owners as the SECAs come into force,
Pettersson believes, will be a lack of gclod
quality LSFO supply and increased opera-
tional cost for those who comply.

The lack of a common legal structure
for policing and penalties for breach of
MARPOL Annex VI in countries signed
up to this International
Organization (IMO) convention is also an
issue.

Maritime

Legal storm brewing?
The introduction of a 1.5% sulphur limit
on fuels used within SECAs is pretty
meaningless unless it is policed and
enforced.

Could suppliers face penalties if they
are found to have sold a fuel that is sup-

Pettersson said, but he nevertheless fore-
sees a host of legal wrangles once authori-
ties start detaining vessels and/or fine
shipowners for non-compliance.

Pettersson's main concern is that labo-
ratory analysis results for sulphur content
in fuel can sometimes be widely disparate,
and there is no such thing as an exact
value, whereas the legislation as it is writ-
ten today demands an absolute maximum
level of 1,5% sulphur.

"No concern has gone into the fact that
test results invariably differ between labo-
ratories. Hence reproducibility (the differ-
ence between two laboratories when test-
ing the same product) must be taken into
consideration.  According to 150 test
method 8754 the tolerance is 0,13 for a
sample stated as 1,5% sulphur. Therefore
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one lab can analyse with a result of 1,37%
and another can get 1,63%. Which one is
right? BOTH!"

The question is, as Pettersson sees it:
How would an enforcing agency with no
in-depth knowledge of these issues value
a result from a laboratory appointed by
them?

"Seeing a report stating 1,61% sulphur,
of course they would be entitled to strike
the poor owner with possibly severe
penalties. The shipowner in turn may
have a test result from the bunkering stat-
ing sulphur to be 1,45%. Which result
should be used to determine if the owner
have complied or not?," Pettersson asked.

Most likely, some owners will be struck
by penalties or even detentions and result-
ing commercial losses, which in turn will
cause owners to claim against suppliers,
he predicted.

"Consider the supplier then shows a
delivery sample showing 1,48% sulphur ...
You can easily imagine the legal feeding
frenzy that will arise from scenarios like
these," leading to difficult disputes
between parties located in different coun-
tries without a common legal framework.

In the hope that such disputes can be
minimised, Stena and others have called
for authorities to use only accredited labo-
ratories with solid knowledge of marine
fuels. "In our experience this is unfortu-
nately not always the case," Pettersson
said, concluding that this issue needs to be
brought up with relevant authorities in
suppliers' respective nations. o



