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INTRODUCTION

Commercially speaking, the market
remains strong and if industry
forecasters are to be believed, these
conditions seem set to remain
favourable — external events permitting,
for at least the foreseeable future.

However, influencing these perceptions
are issues such as Double Side Skin
(DSS) Bulk Carriers & security which
Intercargo members will need to review
to ensure that the objectives of safety,
efficiency and profitability can be
achieved.

To provide a forum to discuss and agree
policy on these matters, the next
Intercargo Executive Committee
meeting takes place in Shanghai from
25 — 27 April. Please note that ALL
Intercargo members — full and
associate, will have an opportunity to
participate in this meeting. The
programme and registration form has
been sent out by separate e-mail and
we look forward to meeting you in
Shanghai.

Turning our attention to safety related
matters, following the unfortunate
casualty of the “Ythan” in which six
seafarers lost their lives, Intercargo has
voiced its concerns with IMO that
Direct Reduced Iron (DRI or other
names) must be transported in
accordance with the instructions laid
down in the IMO BC Code (pages 76-
79). Please check and review your

procedures if you are involved in this
trade.

Finally, our use of e-mail as a means of
communication has been affected by the
growth of Internet viruses. We believe
that some members may not have
received the February Bulletin and its
statistical supplement on the Bulk
Carrier newbuilding market 2004-2008.
If not, Rob Lomas will be pleased to
resend you an e mail or hard copy.

** STOP PRESS **

There has been a significant
development on the Mississippi
Exclusive Towage issue — please see
Operational issue 2.7 in this Bulletin

1. ASSOCIATION POLICY &
INDUSTRY NEWS

1.1 Intercargo Executive Committee
meeting in Shanghai

Full — and within 24 hours, Associate
members will have already received the
programme and registration form for
this meeting.

In summary :-

1. We meet for a welcome Dinner
on Sunday 25 April in Shanghai.
All Intercargo members (Full
and Associate) are invited to
this.

2. On Monday 26 April, all FULL
Intercargo members are invited
to attend the policy forming
Executive Committee meeting

3. On the afternoon of Monday 26
April, all Full & Associate
members are invited to a coach
tour of a Shanghai Bulk Carrier
Shipyard together with a
presentation/workshop on
Shipbuilding issues.



4. Dinner on Monday 26 April is
open to ALL Intercargo
members.

5. On Tuesday 27 April, ALL
members are invited to
participate in a series of
presentations on the theme of
“China 2004-2010”.

1.2 Intercargo meeting dates

26-28 March — Intercargo CASTEC
(Technical) Committee meeting in
Dubai. Please contact Mr Xianyong
Zhou for further details about this
meeting which is open to all FULL
members of Intercargo.

19 April — Intercargo London
Committee (meeting open to members
of this Committee only)

25-27 April — Shanghai meeting — see
above. Open to all.

May (to be confirmed) — Intercargo
presentation on relevant Bulk Carrier
issues (Greece). Open to all.

25 October (date / venue to be

confirmed) — Intercargo AGM and
Executive Committee in London.

1.3 New Members

Intercargo is very pleased to welcome
Aug Bolten of Germany whose
membership was recently approved by

the Intercargo Management Committee.

We are also delighted that Shanghai
Rongde Engineering Company has
joined us as an Associate.

1.4 In the news....

Stories from 7 February to 15 March
included :-

Casualties — Intercargo warns about the
properties of DRI cargo; “Flare” (1998)
families in Canadian legal challenge.

Commercial / Financial — North of
England P&I says C/Ps must be re-
examined pre ISPS; Chinese Banks will
become more involved in ship-finance;
KG could be held back by lack of ships;
FFA’s future uncertain ?; Schulte Group
sets up in-house KG company;

Company News — Malaysian Bulk
Carriers made $33m profit in 2003;
Chile/Peru handymax pool DBCN
established; K Line says freight boom to
continue until 2008; Newbuild re-sales
on the increase.

EU — Most European states fail to meet
required places of refuge deadline;

Environmental — Round Table
associations express deep concerns that
technology may not catch up with the
Ballast Water Convention; Spanish
authorities want financial deposits from
owners prior to granting places of
refuge;

Industry Associations — draft Intercargo
2003 Casualty Report suggests no
structural losses and no seafarer’s lives
lost; Intertanko remain concerned about
PSC corruption, Intertanko/EU study on
future tanker designs;

Manning/Employment — Concerns
expressed re US Medical Costs; IMO
Secretary General concerned over
criminalisation of seafarers;

Operational — Navios says port delays
remove the equivalent of 73 Capesizes
per year; Panama Canal to institute
Automated Data Collection System after
1.4.04

Policy — Singapore launches SP
Maritime Foundation.



Port State Control — Paris MoU appeals
process should be the model; Paris &
Tokyo ISPS implementation to be
harmonised

Security — No ISPS means no automatic
P&I cover; UK wants ILO to defer
seafarer’s biometric data

Shipbuilding — No Hyundai bulker-
space until 3Q2007;

1.5 CASTEC meeting in Dubai

Intercargo’s Technical Committee,
CASTEC, will meet in Dubai in close
coordination with the members of
Intertanko’s ISTEC Committee.
Common agenda items to be discussed
by both organisations are :-

e Security
e Permanent Means of Access
e Protection of Bunker Tanks

Dry cargo specific activities include :-

e 2003 Bulk Carrier Casualty reports

e A full review of the outcome of the
March IMO Design and Equipment
meeting and a review of the strategy
for the May IMO Maritime Safety
Committee meeting

e [ACS Bulk Carrier safety issues

e The proposed Chemical Distribution
Institute Bulk Carrier vetting
scheme

e Terminal Report issues

2. OPERATIONAL ISSUES

2.1 Australian Documentation
Requirements

Some limited changes relating to
Quarantine Pre-Arrival Reports and
Ballast Water Log documentation were

introduced to take effect in Australia
from 1 March. In the case of the
former, the changes will impact on grain
shipments. Please contact your agent
for further details of these changes.

2.2 US International Carriers Bond

Good co-operation between the Round
Table participants and US located
interests have achieved a minor success
in delaying the implementation of a US
requirement making bulk carrier
“carriers” liable for A) International
Carrier Bonds (ICB) and B)
Transmission of the Manifest via the US
Automated Manifest System. (See — the
All Members E Mail sent on 2 March).

The delay — or to use the US Customs
and Border Protection (CBP)
terminology, an “informed compliance
period” will last for just thirty days and
will expire in early April. During this
period, the CBP expects bulk carrier
“carriers” — a term which CBP appears
unwilling to define in a way which will
be recognisable to bulk cargo interests
except that they suggest “an entity that
controls the conveyance” must :-

1) apply for a SCAC Code,
1) secure an [CB,

iii) commence transmission of
the manifest via the AMS

This is a complex issue which your US
agent should be able to help you with.
Needless to say, failure to comply could
lead to costly delays so please keep up
to date with this issue via the CBP
website (www.cbp.gov — entry via the
Trade Act 2002 and FAQ areas).

As a reminder of a different but security
related issue, the US Coast Guard is
strictly enforcing the 96 hours advance



notice ruling which has now been in
place for some years. Delays have
occurred to vessels which have failed to
comply with this aspect.

2.3 IMO Security Questionnaire

Members are thanked for their support
in advising Intercargo (and thence the
IMO) of their monthly progress in
obtaining ISPS compliance. Intercargo
members report that they expect to be
compliant by 1 July 2004 although there
is a huge amount of work to be
undertaken between now and then.
Some delays appear to be occurring at
the shipowner / administration interface
and the certification and work
programme of the Port Facilities sector
remains worryingly unknown at the
time of writing these notes. Some
countries, such as Indonesia, have
already reported that their port facilities
may not be certified by this date.

Security, and especially the commercial
consequences of complying with the
ISPS, will be discussed at the Shanghai
Executive Committee meeting.

2.4 Associate Member news

Associate Member, E.N Bisso, has
acquired the marine assets of Gulfport
Towing Company Inc including the
trading name of that company.
(www.enbisso.com)

2.5 US cracks down on oil pollution —
do Bulk Carriers have a good or a
bad PSC detention record on
environmental matters ?

Specifically in the US but also
throughout the world as verified by the
Tokyo MoU, Paris MoU and US CG
databases, Port State Control inspectors

have been increasing their efforts to
catch and fine vessels which cause
pollution or falsify oil discharge logs.
In one recent example in the US, a bulk
carrier owner was fined USD 2 million
because of oil pollution, with the Chief
Engineer sentenced to one month in jail
for his part in the breach of stringent US
environmental laws. But how serious
an impact does failure to comply with
MARPOL related legislation have on
the bulk carrier sector ?

As members will be aware, Intercargo
logs each and every port State control
detention relating to bulk carriers.

Preliminary information detailed in the
PSC detention publication to be
discussed at the Executive Committee
meetings has revealed that bulk carrier
detentions in the Paris MoU, Tokyo
MoU and US Coast Guard areas have :-

e declined by about 8% from 2001
to 2003;

e numbers of detentions for
“serious” (defined in this
particular case as those related to
beams/frames/floor/side shell
corrosion or structural integrity
issues) have remained broadly
similar over this period; and

e vessels entered with Intercargo
and indicated as such on the
Equasis database, show a better
PSC record than non-members.

In terms of specific “environmental”
deficiencies noted against the Bulk
carrier fleet in 2003 :-

e 15ppm alarm / other oil filtering
equipment — 64 (2002 : 47)

e OWS-33(2002:25)

e Ballast/ bilges / engine room
contaminated with oil — 8
(2002-12)

e Retention of oil on board — 18
(2002-18)



e MARPOL —4 (2002-7)

e Oil record books including
falsification of entries — 3

e [OPP Certification (e.g. fax
instead of original) — 5

e SEP-3

e Suspected dumping / illegal
discharge of oil / unauthorised
ows discharge pipe — 6

2.6 Greenpeace protests again

London, Mar 20- Lloyd’s List stated
that the day before some Greenpeace
activists after a few days following the
bulk Greveno (built 1978) on its way to
Antwerp, climbed on board in that port
to stop discharge of a cargo of timber
from Indonesia. Waterhoses were used
by the crew to try and prevent access
according to photographs available on
Greenpeace web site.

2.7 Breaking News : Mississippi
Exclusive Towage

This is a significant issue which requires
your urgent feedback.

On 23 March, Administrative Law
Judge Kline signed an order confirming
settlement of an agreement between
Cargill and the US Bureau of
Enforcement. Information about the
settlement will shortly be available on
the following website under Docket No.

01-06. www.fmc.gov

Details are being assessed but the initial
reading suggests that Cargill will be
allowed to continue with Exclusive
Towage arrangements for
docking/undocking at its 4 terminals on
the Mississippi with certain — possibly
limited, safeguards capping rates to the
rates charged at other terminals.

One slightly positive element for
shipoperators / shipowners is that
vessels under 13,500 grt can opt out of
these Exclusive Towage arrangements.
However, Intercargo considers that this
may represent a very limited sector —
possibly 10% and declining, as vessel
sizes trading to the Mississippi increase.

Clearly this settlement will be a
disappointment for the industry as the
implication is that other terminals on the
Mississippi and possibly elsewhere will
view this as a precedent.

All parties need to reflect on this
outcome given that Intercargo’s
perception is that financial losses and
the inability to select a tug company of
ones’ own choice : issues reported by
shipowners in 2000/2001 and evidenced
to the US Federal Maritime
Commission (FMC) at that time, may
continue under this ruling. An increase
in towage costs for all types of shipping
cannot be ruled out.

Specifically, we would like owners to
consider whether they would be willing
to comment on this ruling, evidencing
financial and non-financial impacts
direct to the FMC. Please address
comments — in confidence, to Rob
Lomas at Intercargo.

3. COMMERCIAL ISSUES

3.1 US Tax changes could affect
charterers and shipping

Announced with little publicity, the US
Internal Revenue Service (IRS) has
introduced changes to its “Section 883”
process. These changes impact on
income derived by foreign corporations
from the international operation of
ships. The final regulations provide, in
general, that a foreign corporation
organised in a qualified foreign country



and engaged in the international
operation of ships shall exclude
qualified income from gross income for
purposes of U.S. federal income
taxation provided that the corporation
can satisfy certain ownership and related
documentation requirements. These
changes — which may affect certain sub-
chartering deals especially where the
qualified country does not have double-
taxation status with the US, will be
applied retrospectively with effect from
30 September 2003.

If you are in any doubt about the net
effect on your company, please refer the
following website to your professional
tax advisor.
http://www.irs.gov/irb/2003-

41 IRB/ar07.html

3.2 International Maritime Bureau —
work on countering Maritime Fraud

Members within the dry cargo shipping
community are reminded of the
excellent work undertaken by the
International Maritime Bureau in
fighting maritime fraud.

A recent operation highlighted by the
IMB concerns the efforts of an
individual based in the UK, who had
submitted false letters of credit to banks,
linked to the payment of sugar
supposedly to be shipped from Brazil to
India. Aside from the usual due
diligence checks which banks normally
undertake (Is the price of the
commodity significantly below market
rates ? Does the Letter of Credit contain
obvious, commonsense spelling
mistakes or is the cargo routeing
unusual ?), the fraudster gained
credibility for his operation by
chartering a number of ships. Needless
to say, when the ship presented itself at
the loading port, no cargo was present
but the fraudster had gained

“credibility” at the expense of the
operating costs incurred by the owner
for no possibility of reward.

The usual solution for owners is clear :-
know your charterer and ensure that
your due diligence process is efficient.

Needless to say, the IMB is a useful
source of information and their
membership fees can certainly be
justified in preventing financial loss
during the current strong market
conditions. No one gains from such
scams so please feel free to share bad
chartering experiences (in an
anonymous style) with the industry
through Intercargo

3.3 Commercial pressure to exceed
safety margins

Intercargo thanks its Associate Member,
the North of England P&I Association,
for highlighting pressure from charterers
to load more cargo on vessels than
design limits and class rules allow. A
specific example from an unnamed
charterer concerned steel coils which
would have exceeded tank-top limits.

Pressure to exceed safety margins is, of
course, never allowed and any
responsible Master / owner faced with
this sort pressure will naturally refuse
the request. Advising Intercargo — in
confidence, will enable us to gain a
wider picture and will enable action to
be taken when appropriate.

3.4 Vessel arrests by former owners

Strong concerns have been registered by
the owners of five bulk carriers
previously owned by the former Turkish
owners, Karahasan, who have sought to
arrest these vessels. The new owners
would like the circumstances to be



bought to the attention of the industry to
ensure that no one is left in any doubt as
to the legality of their ownership rights.

As one example, the “Katerina” was
arrested by the Karahasan Group in
Singapore on or around 26 February.
Shortly after the arrest warrant was
issued, the Supreme Court in Singapore
set aside the arrest, leaving the legal
owner free to issue a writ claiming
damages and costs against the arrestors.
In the current market, these costs and

damages are unlikely to be insignificant.

The new, legal, owners of the former
Karahasan fleet wish to make it clear
that the judicial sales of these vessels

transferred good title at the point of sale.

The new legal owners wish to counter
inaccurate allegations confusing title
and registration and to prevent harm to
their legitimate trading interests.

4. TECHNICAL AND IMO
NEWS

4.1 IMO meetings — on the horizon

MSC 78

The forthcoming IMO Maritime Safety
Committee meeting (MSC 78 — 12-21
May) will be immensely important in
defining the future of our sector.

Papers submitted include :-

78/5 — A secretariat note detailing
specific bulk carrier outcomes from the
Navigation Sub Committee, Stability
and Load Lines Sub Committee and the
Dangerous Goods / Solid Bulk Cargoes
Sub Committee. Issues include —

¢ Guidance on the Early
Abandonment of Bulk Carriers :

comments & proposals deferred
to NAV 50 in June 2004

e Improved bulk carrier loading
and stability information :
combined SOLAS amendments
and other stability/stress
measures including the fitting of
stability computers;

e Manual for bulk terminal
representatives. Target
completion is 2004. This sits
alongside the promotion of the
BLU Code; and

e An alternate hold loading ban —
as previously described in earlier
Bulletins.

78/5/1 & associated papers — INF 6 (a
c150 double-sided document). This
important document contains a
comparative study prepared by the
University of Strathclyde on behalf of
the Hellenic Ministry of Merchant
Marine. It casts a critical eye on the
previous Formal Safety Assessments
conclusions regarding Double Skin Bulk
Carriers, urging administrations to re-
consider the mandatory DSS
requirements for newbuild bulk carriers
over 150m LOA.

Intercargo’s Dubai CASTEC
(Technical) Committee meeting will
examine this document and will suggest
an Intercargo strategy for Executive
Committee approval. Any FULL
member wishing to participate in the
CASTEC meeting or to nominate a
representative for the Committee or to
respond directly on this issue, should
contact Joe Zhou as a matter of urgency:
Xianyong.zhou@intercargo.org

Other issues to be discussed at MSC 78
include :-

78/6 : Goal based new ship construction
standards

78/7 : Maritime Security



78/11/1 : Safety of Navigation and the
provision of adequate coastal
hydrographic services

78/22/2 : a draft of IACS Unified
Interpretations relating to the Permanent
Means of Access.

For reasons of space, analysis of some
of these issues will be held over until
the April Bulletin.

Marine Environmental Policy
Committee (MEPC 51). 29 March-2

April

51/3 : Shiprecycling, including an
update on the liaison between the
Secretariats of the ILO, IMO and the
Basel Convention.

51/4 — Air Pollution from ships

51/8 — Identification of Particularly
Sensitive Sea Areas (PSSAs). An
industry paper submitted by BIMCO,
ICS, Intercargo, Intertanko, OCIMPF
and IPTA supports the review of
Guidelines for the identification and
designation of PSSA’s to prevent a
proliferation of such sites.

4.2 Reports of IMO meetings

Design and Equipment (DE 47)

A Working Group on Bulk Carrier
safety met from 25 February to 2
March. The issues discussed included :-

1. An agreed definition of a “bulk
carrier of single-side skin
construction”. This seemingly
superficial discussion is actually
highly significant as the
definition provided means that
SOLAS XII does not need to
carry complex amendments

relating to when a ship was built
vis a vis the entry into force of
amendments.

2. Structural standards and
performance standards for
coatings. Discussions took
account of the fact that IACS
and the industry were
developing guidelines for
coatings in ballast tanks.

3. The Group recommended that
Guidelines for bulk carrier hatch
cover surveys and owners
inspections and maintenance
should be made mandatory.

4. Woodchip carriers will be
exempted from certain SOLAS
Regulation XII amendments.
They will be a distinctive
category in this respect and will
no longer be associated with
bulk carriers.

The Working Group also considered
concerns relating to the manufacture
of suitable water ingress alarm
systems.

5. Restrictions from sailing with
any hold empty — this agreed
that empty meant essentially less
than 10% loaded.

6. Longitudinal strength of bulk carriers
less than 150 m in length : draft

guidelines were drawn up.

Flag State Implementation (FSI 12)

A full report will be carried in next
month’s Bulletin

FOR FURTHER INFORMATION :

rob.lomas@jintercargo.org ~www.intercargo.org
RL :25.3.04




