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Making Money
In a
Tough Market...

Anti-Trust/Competition Law Compliance Statement

“‘INTERTANKO's policy is to be firmly committed to maintaining a fair and competitive
environment in the world tanker trade, and to adhering to all applicable laws which regulate
INTERTANKO'’s and its members’ activities in these markets. These laws include the anti-
trust/competition laws which the United States, the European Union and many nations of the
world have adopted to preserve the free enterprise system, promote competition and protect
the public from monopolistic and other restrictive trade practices. INTERTANKO'’s activities
will be conducted in compliance with its Anti-trust/Competition Law Guidelines.”
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Operations/regulations and its impact on costs

 Ballast Water Management
* ECA

* Vetting

e Payment Performance
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& Ballast Water Management

INTERTAIN KO [

Assisting INTERTANKO Members

e |mplementation Schedule
e Decision Tree
e Model Extension Request (MER) Letter

e C(Clarification of USCG Rules

e extension requests (allow new tankers to have an extension until the
ship’s first drydocking after the first USCG BWMS has been approved)

e flexibility in submitting applications inside the 12 months submission
period
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Ballast Water Management
INTERTANKO

@ INTERTANKO

YES |s your tanker's keel laid -‘I fa)
before 01,/12/137 {1}

US Ballast Water Rule
Decision Tree

delivered with a BWMS?

Does your tanker have a
BWME INID?

WIill the banker be J

YES WO

Ci HO

| bstheBWNS an AMS I—h/'._-n,,.,k,,r e N

must install a BWMS

NO /
E the BAWMS 2 AME? l—p = Conduwct BWE before discharging BW or

=  Ensure E'..Fu'MS- marufacturers gain AMS Vs Chapproved OR apply to
VES before using to treat the BW or =
- = For tankers with ballast water capacity x NG LECE fr an exteasion
af 1500-5000m, irstall a BWHS [ Is the MW CGappraved? ]—" m“d :;.,‘:;E“."m:”"
- A = no
»  Discharge BW after treating CGapproved by 17 degdocking after 1 ; suailahle for that eanker.
BW with ABAS Jan 3014 or VES NOTE (1), (3} and 5}
Or = For tankers with balkast water capacity w* '

Diischarge BW after
undertaking BWE.
MIOTE {3)and (4]

of less than 1500m3 or greatér than
S000m3, install a BWMSE CGapproved
by 1" drydocking after 1 Jan 2016,

Tanker must treat BW with
the BWMS CGapproved
befare discharging BW in US
waters. NOTE (4]

IF extension granted,
tanker is to use BWE ar
BEWIRIS ABAS before
dizchange of BW. NOTE (3},

NGl J N

/ vores. I

1) The Decigion Tree i based on the assumption that your tanker will dischange BW in US wabers, if you do not dischange BW in US waters there & no need
b wse o BWRAS ar condwct BWE. NOTE (4.

[2) Please refer to the INTERTAN KO Guidance Mote and USCG Policy on applying for Extensions.

(3] AMAS must become BWNS OSapproved within 5 years of the vessa| compliance datea,

(4] All tankers regardless of ballast water management method must submit a BW Rr-Hurt prioe to entry in to US waters,

(5] The EP& WGP does net allow for extensions. IFa 06 extension s granted, the tanker may Still have o install 3 BWRS to messt the EPA VGP reguinements,
INTERTAN KD & discussing the matber with the EPA bo ses f they will consider granting extendons to those that are granted 06 estensions.

DEFIMITIONS:
BURAS TAD Ballact Waater Management System with IMO Tepe Approval
WS AME Ballast Waater Management System listed as an Altérnate Management System OFR 1512026 (Updated lise of BWME AMS)

\i’d’h‘li CGappraved Ballast Waater Management System with USCG Type Approval
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& 3 EMISSION CONTROL AREAS
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~_. ECA Sulphur content:
.+ *1.00% before 2015

* 0.10% 2015 & after

Decisions need to he made: MGO:; EGCS; LNG?

EGCS (scrubbers)?
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x> SOx EMISSIONS - COMPLIANCE OPTIONS
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FUEL

LOW SULPHUR FUEL (0.10% S content MGO)
Some challenges

Expensive solution but a number of advantages
Availability

LIQUID NATURAL GAS (LNG)

Not realistic for most of the existing ships
New ships in the future (supply network needed)

EXHAUST GAS CLEANING SYSTEMS (scrubbers)

Performance (fit for purpose & reliability)

Rule predictability (acceptance by port authorities)
Cost — efficiency
R | eading the way; making a difference [N




> FUEL CHANGE OVER CHALLENGES
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Safety aspects
combustion characteristics
heat transfer and circulation
flash point

Operational aspects
fuel segregation/contamination
iIncompatibility - fuel filter blockages
low viscosity — leaks & loss in pressure
low lubricity - pump seizure
bio element

HAZID to avoid mechanical failure & power loss
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@ FUEL CHANGE OVER - HAZID ASSESSMENTS
IINTER T AN KO |5

Qil Companies International Marine Foru m

INTERTANKO

Recommendations on the
Hazard Assessment of

Fuel Changeover Processes
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@ COST- ASSESSMENT/ECA 2015

IINTER T AN KO [

ALTERNATIVE CAPEX OPEX
MGO Low premium USS$350/t
up to 5% fuel saving
SCRUBBER USS3 mil —USS8 m  in use up to 5% fuel penalty
USS 50k - 100k/ year
LNG USS10-15m 20% - 25% fuel cost saving
Different calculations according to
* the trade
* new buildings versus existing ships
* ship’s age

 financing the CAPEX
» actual OPEX

. reeair & maintenance to be accounted for
Leading the way; making a difference I



> ECA CALCULATOR
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ROI (Return of Investment)/Pa

Share of days in sea in ECA
5% 10% 15% 20% 25% 30% 35% 40% 45% 50% 55% 75% 100%
50 0.0 00 00 00 00 00 00 00 00 00 00 00 00
o 100 00 00 00 00 00 00 00 00 00 00 0.0 1206 252
LILG: 150 0.0 00 00 00 00 0.0 00 0.0624.0 90.4 487 17.1 9.5
@ c |20 00 00 00 00 00 001355 500 306 221 173 9.2 5.8
OS [250 00 00 0.0 0.021466 615 31.2 20.9 157 126 105 6.3 4.2
gg 300 00 00 00 00 531 265 17.6 132 106 88 75 48 33
EA (350 00 00 00666 269 169 123 97 80 68 59 39 27
53 400 0.0 0.0204.9 331 180 124 94 76 64 55 48 3.2 2.3
C"{ 450 0.0 0.0 59.2 220 135 98 76 6.3 53 46 4.1 28 20
500 0.0 0.0 346 165 108 81 64 53 46 40 35 24 1.8
550 0.0 164.8 245 132 90 6.9 55 46 40 35 31 2.2 1.6
Cost (USD) 5,840,000 _
Depreciation (%) 904 A simple example to assess MGO vs. EGCS
Da”y consumption (t) 22.8 OPEX, maintenance and repairs costs not included
Days at sealyear 335
\Voyages/year 30
Fuel/discharge (t) 10
HFO cost 650
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> ECA CALCULATOR

ROI (Return of Investment)/Payback time (years)

Share of days in seain ECA
5% 10% 15% 20% 25% 30% 35% 40% 45% 50% 55%  75% 100%
50 00 00 00 00 00 00 00 00 00 0.0 0.0 0.0 317.2
o 100 00 00 00 00 00 00 00 00 0.01315596 187 10.1
L = 150 00 00 00 0.0 0.04329 620 334 229 17.4 14.0 7.9 5.1
@c |200 00 00 00 00 654 296 192 142 112 93 7.9 5.0 3.4
OS |250 00 00 00526 238 153 113 90 74 64 55 3.7 2.6
gg 300 0.0 00 743 243 145 104 80 6.6 56 48 43 2.9 2.1
€En [350 00 00 323158 105 78 62 52 44 39 35 2.4 1.7
ES/ 400 0.0 865 206 11.7 82 6.3 51 43 37 33 29 2.0 1.5
E 450 0.0 409 151 93 67 52 43 36 32 28 25 1.8 1.3
500 0.0 26.8 120 7.7 57 45 37 32 28 25 22 1.6 1.2
550 0.0 199 99 66 49 39 33 28 25 22 20 1.4 1.0
Cost (USD) 4,000,000 _
Depreciation (%) 904 A simple example to assess MGO vs. EGCS
Da”y consumption (t) 22.8 OPEX, maintenance and repairs costs not included
Days at sealyear 335
\Voyages/year 30
Fuel/discharge (t) 10
HFO cost 650
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&3 SHIP INSPECTIONS - VETTING

Inspections

Numbers
Costs
Inspector Stds
VIQ - Guidance
Inspector
Availability

Policies

Transparency
Off. Matrix
Terminal Insp’ns
Maiden Voyages
Incident Reports
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Payment
Performance

Payment
Performance System...PPS

i ifference R
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INTERTANKO - tanker sustainability ?

Non-sustainability manifested

+ in charter/freight rates not covering basic vessel
operating costs

+ in the late payment of freight and demurrage
> hits owner’s cashflow
> increases owner’s working capital req’t

+ in inconsistent, unbalanced charter terms & vetting
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Average freight rates 1 -10 years backwards

35,000

30,000

25,000

20,000

15,000

10,000

5,000

—\/LCC - Baltic TD3

—Suezmax - TD5

—Afram: N Sea - Cont 80,000 dwt-TD 7
——Clean: Cont - USAC 37,000 dwt - TC2
——Clean: Caribs - USAC 38,000 dwt TC3

)

¥10¢-200¢

¥T10Z-€00¢

¥102-¥00¢

¥10¢-500¢

¥102-900¢

¥10¢-200¢

7102-800¢

¥102-6002
¥T02-0T0Z
¥T02-TT0Z
¥102-2102
¥T0Z-€T0Z

vT0Z P
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$ billion Estimated accumulated losses

VLCCs + suezmaxes + aframaxes

30

25 -

20 -

15 -

10 +

0 -

2009 2009-10 2009-11 2009-12 2009-13
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Sustainability Project

Headline figures for accumulated losses:

Accumulated losses since 2009 for large/medium tankers
S26bn

The same again (or more) accumulated by the smaller sizes
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Sustainability Project

Aim:
*To realign tanker industry key stakeholders, and to work
towards more balanced tanker trading conditions and fair

risk sharing, that will allow sustainable quality shipping
regardless of market cycles.

*To change bad habits/practices (late payments)

Ambitious aim?
Start with some specifics ...
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Sustainability Project

It’s NOT about poor freight rates

Specifics:
*Erosion of, and failure to adhere to c/p terms

*Lack of understanding about Worldscale
*Inconsistent, subjective, costly vetting practices

*Delays in freight and demurrage settlements
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Sustainability Project

Contractual obligations?

Freight (c/p says payable on completion of discharge)
Pilot study:

Typical 5-10 days

Demurrage (c/p says payable on receipt owner’s invoice)
Pilot study:

Typical > 90 days
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Sustainability Project

Ultimate Aim:
to change ingrained bad habits

Primary Focus:
late payments by charterers

Action:

INTERTANKO Chairman’s letter to charterers
INTERTANKO's industry voluntary Code of Conduct
INTERTANKO’s Payments Performance System
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Sustainability Project

What does this mean for you?

Basis 5 ship fleet

Each ship fixing once a month
5% cost of funds

Average F & D amounts

F&D delays cost > $200,000 a year
2 day reduction in freight delays: $20,000 a year
Halving demurrage delays (120>>>60): $56,000 a year
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Freightand Demurrage payments
My late payment costsforlast 12 months

§140,000
§120,000 -

§100,000 $115,020

§80,000 -
USD $91,923
560,000 -
$40,000 -

§20,000

50 -
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Welcome Bill Box

Freight Payments
Top 20 Charterers

35

3
25

2

Payment

15 Days

1
0.5

Charterer

Dashboard Settings Logout
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Freight payments
My average overall, and for Charterer X, comparedto all members

Slowest Payer Overall

Late
Payment
Days

3045 21 85 2
Fixtures Fixtures Fixtures Fixtures

Fastest Payer Overall
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Demurrage payments
My average for Charterer X compared to all members and to all
charterers

m My Average for
(HARTERERX

INTERTANKO
Average

Late
Payment300
Days

Mean Average
Median Average
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PPS: Output and Deliverables

What you get ...

 Top 20 best payment performers

 Average delays in freight payments

 Average delays in submitting demurrage claims

* Average delays in negotiating demurrage claims

* Average delays in payment of agreed demurrage claims
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PPS: Output and Deliverables
Plus +

 Comparison between owner’s own fixtures/charterers

e Comparison between owner’s own data and other
Members’

 Comparison between charterers (subject compliance
with anti-trust/competition rules)

e Comparison between different tanker types

e USD amount overdue for how long (i.e. to calc cost of
extra working cap)

e Comparison of payment performance over time
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PPS Data needs
What you give ...

e Charterer name

e VVessel name

e VVessel dwt

e \Voyage start date
e \Voyage end date

R, | ling the way; making a difference I



T

INTERTAN KO I ——

PPS Data needs
Plus +

e |nvoice amount for freight
e |[nvoice amount for demurrage

e |nvoice dispatch date for demurrage

e |nvoice payment date for freight
e |nvoice payment date for demurrage

e Amount actuallx Eaid for demurraﬁe
Leading the way; making a difference [ Il
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Thank You
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