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The 27 Asian Shipowners Association
Hong Kong, 14-16 May 2018

ASA SEAFARERS COMMITTEE

Chairman’s Report to the 27" ASA

Events held during the year.

The 23" Interim meeting of the Committes was held in Nanjing, China on 23" October 2017.
Aftending the mesting were delegates representing the Shipowners” Associations of China,
Chinese Taipel, Hong Kong, Japan, and the Federation of ASEAN Shipowners” Associations
(FASA), as represented by delepates from the Shipowmers Associations of Indonesia, the
Philippines, Thailand and Vietmam. An attendance list of the 23" interim meeting is attached
as Addendum 1.

An update of the major issues handled by the Committes at its interim meeting.

List of Issues:

. Local Seafarer Development

. Piracy and Armed Robbery

ILO Maritime Labour Convention

. STCW 2010

Connection to Intemet on Board and Cyber Securty
Seafarers Facilitation yoe

. Autonomous Ships and the Impact on Seafarer Development
. Any Other Business

1. Local Seafarer Developments

[ R A o A

The Committes is pleased to note that admirdstrations of ASA members are continuing their
efforts as ever before to atiract more young people to join the sea-going career, which will
greatly assist in the continued promotion of the steady supply and employment of Asian
seafarers. Please refer to the attached Minutes of the 23™ interim meeting in Nanjing for more
details regarding the active cooperation between the govermments, training institutions and
shipowners in the region in training and employment of seafarers.

-

2. Piracy and Armed Robbery

The Committee notes that, according to reports received by the Intemational Mariime
Organization, there were 203 incidents worldwide in 2017, compared to 221 incidents
reported in 2016, This confirms the current downward year on vear trend, with a reduction of

1
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about 8% at the global level. In Asia, a total of 101 incidents {comprising 89 actual incidents
and 12 attempted incidents) were reported in 2017 compared to 87 incidents in 2016. This
accounts for a 16% increase in the number of incidents reported in 2017 compared to 2016.
EFecent incidents during the last months of 2017 where pirates have come very close to
hijackings of ships serve as a timely reminder that piracy has been suppressed. but not
eradicated.

Asian shipowners appreciate that, in November 2017, the United Nations Security Council
renewed, for another year, its authorization for intermational naval forces to join in fighting
piracy off Somalia's coast. The Committee further notes that the effective implementation of
MO guidance and Best Management Practices (BMP), the presence of privately contracted
armed securnty personnel (PCASP) and the continued presence of international naval forces
remain of utmost importance in fghting piracy and armed robbery, and encourages member
companies and seafarers to maintain their best practices as ever before.

3. ILO Maritime Labour Convention, 2006

To date, 86 ILO member States, including ASA countries of Australia, China, India,
Indonesia, Japan, Korea, Malaysia, Philippines, Singapore, Thailind and WViet Nam,
representing around 80 per cemt of global gross shipping tonnage, have ratified the
Convention.

As far as the implementation of MLC 2006 is concemed, the Commiittee notes with
appreciation that ASA member companies in general are able to satisfy its requirements fully
and effectively, including the requirements of the 2014 amendments relating to financial
securities for seafarers in cases of abandonment and contractual claims for compensation.

However, the Committee is concemed that shipowners still complain that different
interpretations on MLC provisions by port state control officers of different counfries have
cansad difficulties to shipowners and seafarers in complying with MLC 2006. On the other
hand, their seafarers face difficulties arising from the requirements on recording rest hours,
which has become a new administrative burden on seafarers.

4. 5TCW 2010

The transitional period for the 2010 Manila Amendments to STCW Convention came to an
end on 31 December 2016. The Committes is pleased to note that maritime administrations of
member associations have satisfied the amended requirements by approving special updating
courses for seafarers and making necessary amangements for the issue and revalidation of
seafarers” certificates.

The 2010 Manila Amendments provided new standards of training and certification for able
seafarers deck and engine, electro-technical officers and electro-technical ratings, some port
State control officers (P5COs) thereby require a ship to provide cormresponding certificates of
proficiency or cerfificates of competency, though those persormel are not all included in the
Minimum Safe Manning Document (MSMD) of the ship.

MO Maritime Safety Committes, at its 98" session, approved the new Circular of “Guidance
for Parties, Administrations, port State control authorities, recognized crganizations and other
relevant parties on the requirements of the STCW Convention, 19787, which has made clear

2
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that this is wrong, and that if a ship is manned in accordance with a Minimum Safe Manning
Document by the flag State, the port State control officers should accept that the ship is safely
marned and should not require further certificates that are not included in the Minimum Safe
Manning Document.

However, the Seafarers Commuittes has received reports that some port State control officers
still require additional certificates in breach of the above Circular. Therefore, the Committes
urges port States to pay close attention to the Circular and should not require additional
documents from ships beyond those duly required, and reminds shipowners of the importance
of the Circular which should be carmed on board to present to port State control officers when
NECESEATY.

5. Comnection to internet on board and cvber security

The Committes notes that, last vear, the Facilitation Committes, at its 41* session, and the
Mariime Safety Committee, at its 98 session, having considered the urgent need to raise
awareness on cyber Osk threats, approved the “Guidelines onm marifime cyber mosk
management” (MSC-FAL 1/Circ. 3).

The Committes also notes the Maritime Safety Committes, at its $8% session, adopted
Besolution (MSC428(98)) on “Mariime Cyber Risk Management in Safety Management
Systems”, which affirms that the safety management system should take into account cyber
sk management in accordance with the objectives and functional requirements of the ISM
Code, encourages Administrations to ensure that cyber risks are approprately addressed in
safety management systems no later than the first anmal verification of the company's
Document of Compliance after 1 January 2021, and ackmowledges the necessary precauntions
that could be needed to preserve the confidentiality of certain aspects of cyber msk
management.

Both the Fesoluion and the Giodelines are not mandatory at present, however, the
Committee urges member associations to pay due attention to them, as they are providing
high-level recommendations on maritime cyber sk management to safeguard shipping from
current and emerging cyber threats.

6. Seafarers Facilitation

The Committee received reports from member associations that shipping companies are
facing difficulfies in some ports when owners are armmanging seafarers signing off there, transit
visas as locally required are impossible in some ports due to the fact that there are no visa
offices available locally. The ILO Convention 185 — Seafarers” Identification Documents
Convention (revized), entered into force on Sth February 2005. However, up to now there are
only 33 countries that have ratified the Convention. It is expected that such difficulties cannot
be overcome in near future.

7. Autonomous ships and the impact on seafarer development
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The Committee notes that autonomous ship is a very popular topic in shipping industry
recently. SC members believe that with the development of artificial intelligence and
driverless techmology, the core technologies of autonomons ships, including sensing
technology, control techmology, commmumnication technology and power technology, have
become relatively mature, therefore, autonomous ship is not just a concept any mare, it is
becoming a reality, especially for the ships that are of small tonnage, sailing inside the harbor
of along the coast.

The Committee also notes that, IMO, the regulatory body for the shipping industry, is
conducting comprehensive review of its conventions and regulations in order to have them
revised to allow the operation of autonomous ships. On 16" May 2018, the 99" session of the
MO Maritime Safety Committee will be open in London to discuss more than 20 agenda
items, among which, the Seafarers Commitiee believes, the agenda item on autonomons ships
is the most important one.

At the 98 session of the IMO Maritime Safety Committee held last year, the delegation of
the Philippines stated that “Automation of surface ships raises the potential of a reduction of
cargo ships complement to 5-6 highly technical crews within the next 10 wears”. The
Committze believes that this is the general trend of the manning requirement in future. The
Committee is watching closely the impact of autonomous ships on seafarers development.

8. NMext meeting

The hosting association of the 24" interim meeting of the Committee to be held in the autumm
of 2018, will be discussed during the 27* ASA annual general meeting.

Fu Mangyang
Chairman, Seafarers Committes
May 2018

22



Shipping
Policy
Committee (SPC)

Report by
Yuji Isoda, Chairman of SPC

|5 May 2018
27th ASA AGM in Hong Kong

30th Interim Meeting of the SPC

> 15 March 2018, Tokyo, Japan, attended by |5 delegates.

» Agenda:

I. Name and Activity of the Committee

2. Developments of international maritime policy
3. Protectionist Measures in the World

4. Canal Issues

5.Antitrust Immunity

6.Anti- Corruption Issues

» At morning session today, SPC members were further
updated on the current situation regarding some items
from the above-mentioned agenda.
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|. Name and Activity of the Committee

Shipping Policy Committee

Renamed from Shipping Economics Review Committee

As ASA SPC, we will continue focusing on policy
matters, relate to shipping industry.

- Regulation, Taxation, Trade policy, Customs, Canals,
Infrastructures, Macro Economy, Policy Public Relations.

2. Developments of

International Maritime Policy

Multilateral Trade Deals

Trade in Service Agreement (TiSA)

by 23 countries and regions
- Negotiation has been halted since 2016

Trans Pacific Partnership (TPP)

- TPPII(US left in 2017) was signed on 8

B ' March 2018.
, - UK indicated an interest for post Brexit.

T
W
-
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2. Developments of

International Maritime Policy

Environmental Issues

SOx
-Global Cap 2020

_-Low sulphur fuel availability /-

i §

Unilateral / Regional
Regulation

3. Protectionist Measures in the World

: -~ North Sea Route:
. Cabotage or not?
. \ . !
. \ ‘G’_ e
- 20 Sy GR) et R

Protectionism

Under
Nationalism

Reservation

-ASA SPC adopted the Positon Paper which pointed out that Indonesian
cargo reservation would be opposed to the maritime free trade principles.
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4. Canal Issues

Panama Canal

- New Locks : opened on 26 June
2016

- Ist Dialogue Meeting was held in
Panama City on 13 Nov. 2017.

@ - 2" Dialogue meeting is to be held

’ in 2018.

- LNG transportation from US to
Asia via Panama Canal will
continue to increase, while toll
appreciation and congestion risks
may affect.

Suez Canal -

- Dialogue meeting between SCA and
Shipping industry is necessary.

Anti-trust immunity for cooperative shipping agreements is
indispensable for shipping and entire trading industry.

Recent developments on antitrust immunity

-Final “Block Exemption Order” (BEO), which
includes block exemption, only for VSA, had
been issued in 8 August 2017.

- Exemption extended until July —

2019, and will be reviewed in
late 2018. Shipping industry is
L_ seeking to renew and
1 - VSA exemption temporally extend the exemption
@ extended until June 2018,
= but application for long-term

renewal had been failed.
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6. Anti-Corruption Issues
& ‘ - F

Obstacles to fair trade
for shipping companies.

Anti-Bribery Actions
+ U. S. Foreign Corrupt Practices Act (FCPA)
* OECD Anti-Bribery Convention
% APEC Anti-Corruption and Transparency WG
% Marine Anti-Corruption Network (MACN)

» Important Agenda for SPC to promote good
practices in shipping industry to address all
forms of corruption

Major Agenda for SPC Activities in 2018(1)

»Protectionist Measures in the World

=» Observing those developments in collaboration with
member associations and international shipping
organisations such as ICS.

=> A letter based on the adopted Position Paper
regarding Indonesian cargo reservation to be sent to
Indonesian Government from ASA.
Members are also encouraged to communicate with
their own government about this issue, utilising the
Position Paper.
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Major Agenda for SPC Activities in 2018(2)

» Panama | Suez Canal Issues

> Importance of regular dialogue mechanism with the
Canal Authorities towards:

- Securing safe and smooth transit, especially in the
new locks of the Panama Canal.

- Preventing a recurrence of sudden and irrational
toll increases, and to ensure a safe transit
environment.

=»2nd Dialogue meeting with the Panama Canal
Authority is to be held in 2018.

Major Agenda for SPC Activities in 2018(3)

> Antitrust Immunities

=>» Observing developments in various countries and,
if necessary, submitting our comments on the

importance of antitrust immunity for cooperative
shipping agreements.

~Environmental Regulations, Bribery

=>» Observing those developments in collaboration with
other ASA committees and if necessary, trying to
coordinate and disseminate ASA opinions on these
issues.
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Thank you for your kind attention!
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10. Report Iltems

4. IG Reinsurance program

b. [C5/CMI Ratification campaign
11. Any Other Business

A Events held during the year

The ASA Ship Insurance and Liability Committee met for its 237 Interim Meeting on
Tuesday, 19 March 2018 in Hong Kong. Mr. Robert A. Ho, SILC Chairman, chaired the
meeting. Attending the meeting were the ASA Secretary-General, and delegates from China,
Chinese Taipei. Hong Kong. Japan, Korea and FASA, as represented by Malaysia, Thailand
and Vietnam.

B. An Update of the Issues Discussed by the Committee

1. Environmental Damage
a. Prestige Judgement and effect on P&I

The agenda notes of the Interim meeting of the Ship Insurance and Liability Committee
held in 2016 contained a report of the two judgements of the Spanish Supreme Court dated
14 January 2016, which in part revoked the judgement given in the first instance in 2013
by the Provincial Court of La Corufia in respect of the criminal and civil responsibility for
the sinking of the M/T “Prestige” off the Spanish coast in November 2002 and subsequent
pollution. The Supreme Court held that the master was guilty of the crime of reckless
damage to the environment and as a result the master and shipowner were not entitled to
limit their liability under the CLC. The Supreme Court also established that the
shipowner's insurer, the London P&I Club, was liable for the damages to the environment
as a result of the incident and could not limit its liability for the damages caused as a result
of the spill under the 1992 CLC.

In November 2017, the Court in La Corufia (Audiencia Provincial) delivered a judgment on
the quantification of the losses resulting from the Prestige incident. [t confirmed that the
1992 Fund is liable for damages resulting from the spill in accordance with the 1992 Fund
Convention. The Court recognised moral and environmental damages and has awarded
over €1.6 billion in compensation. This amount includes €1.57 billion payable to the
Spanish Government, €61 million to the French Government as well as various amounts to
individual claimants. The judgment asserted that the London P&] Club had civil liability up
to the limit of its insurance policy of US$1,000 million. The 1992 Fund is examining the
judgment, which will be discussed at the April 2018 session of the 1992 Fund Executive
Committee.

At arecent meeting in Londoen, the representative of the London P&I Club reported that the
Club was now considering its options. The Club was likely to appeal the judgement on the
grounds of several obvious errors and was also considering a possible counterclaim. In
addition, the Club was considering whether a negotiated settlement with the State
claimants might be worth exploring as the case reduces in political profile within Spain.
The Club recognised that it had to carefully consider the wider implications of any

~
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settlement discussions because of the desirability of reducing the prospects for a
reoccurrence of the deviation from the proper application of the CLC.

The Club had submitted the case of the Master, Captain Mangouras, to the European Court
of Human Rights on the grounds that the legal process during the second hearing had been
unfair, because it had taken place in the absence of the accused and the Spanish
Government had withheld important evidence. The Club, however, has been told that the
case had been dismissed as inadmissible on a preliminary review. This was a
disappointing result. not least because the choice of the judge for the admissibility review
gave grounds for doubt as to his impartiality. The Club has subsequently made an
application to the President of the Court.

While it appears that Spanish political considerations remained a factor in the discussions,
the momentum of the work has to be continued, not least to promote the consistent
application of the Conventions. This issue is discussed under Agenda item 1.c.i below.

b. France - Environmental Damage

A bill to introduce liability for environmental damage into the French Civil Code, following
the French Supreme Court's decision in the Erika case, was adopted by the French
Parliament on 8 August 2016. An English translation of the new law is attached at Annex
01. The new law is broadly framed: “Any person liable for an environmental damage must
compensate (repair) it". There is no provision for exemption for the shipping industry. or
for any limitation of liability.

At the ]I0PC Funds meeting in April 2017, the French delegation confirmed that the IMO
Conventions would prevail over the new French law in the event of environmental damage
from a shipping incident. While this was felt to be helpful, it would be best if the law itself
was amended or implementation guidance was developed. A legal declaration does not
seem to be possible, however.

The French shipowners’ association, Armateurs de France (AdF), has sent a letter to the
French Ministry of Justice setting out the industry’s interpretation of how the law was
intended to interact with the international conventions, requesting the Ministry's
confirmation that this interpretation was correct. A response is awaited.

c. [I0PC Funds
i. Consistent Application

The ICS and IG submitted a paper to the April 2017 meeting of the I0PC Funds on the
wider implications of the Spanish Supreme Court judgement. The paper provoked debate
during which concerns were expressed that courts in Member States were taking decisions
that were not consistent with the intended application of the 1992 CLC and 1992 Fund
Convention. A number of delegations stated that Member States had a collective
responsibility to ensure the correct interpretation and application of the Conventions,
noting that the success of the compensation regime depended on uniformity and that this
would only be achieved if there was consistency. The Director of the IOPC Funds was
requested to submit a document to the October 2017 meeting to progress matters further
in relation to the consistent application of the 1992 Conventions amongst other issues.

32



The discussions at the October 2017 meeting, however, did not go as expected for a
number of reasons. Vocal opposition from France and Spain and seemingly short
memories of other delegates created sufficient confusion to stall the work. The matter
had been left open for discussion. In the meantime, the most beneficial approach for
industry appear to be to take the matter to the IMO with the aim of obtaining a Unified
Interpretation of the key provisions of CLC. While time was too short to make a detailed
presentation to the April meeting of the Legal Committee, it was important to keep the
matter on the table. It appears that the political aspects of the discussion were much more
important than the legal aspects.

In the meantime, it is felt important to encourage much wider ratification of the 2003
Supplementary Fund Protocol (attached at Annex 02), and to establish the reasoning
behind the decision of major States not to ratify. ASA States that have ratified the protocol
are Australia, Japan and Korea.

ii. Guidelines on Environmental Damage Claims

Revised “Guidelines on Presenting Claims for Environmental Damage” were adopted by the
1992 Fund Assembly in October 2017. The I0PC Funds Director has confirmed that the
Secretariat does intend to develop a shorter version of the document in due course. It will
be important that the shortened Guidelines make it clear that all claims must be within the
parameters of the 1992 CLC and Fund Conventions.

Items 1.a) through 1.c) are closely related. ICS has reached out to the French Shipowners
Association to request the French government to provide written confirmation that the
provisions of International Conventions override local regulations. Verbal confirmation
has been given to this, however the French Government has declined to provide written
agreement. The Committee agreed to follow the developments to the cases closely.

In the ASA SILC interim meeting held, members were invited to explore reasons why major
states were apprehensive of ratifying the Supplementary Fund Protocol. The members of
the ASA associations are asked to encourage their member states to ratify the Protocol.

d. EU Environmental Liability Directive

As reported at the last Interim meeting, Directive 2004/35/EC, the Environmental Liability
Directive (ELD]), entered into force on 30 April 2004, and the completion of its
transposition into domestic law by July 2010. The Directive was amended three times,
through Directive 2006/21/EC, Directive 2009/31/EC and Directive 2013 /30/EU.
Attached at the Annex 03 is a summary of the ELD.

On the basis of national reports submitted in 2013 by EU Member States to the
Commission and of other relevant information, the Commission had to report in 2014 on
the experience gained in the application of the Directive. The report included a review and
REFIT (Regulatory Fitness and Performance Programme) evaluation of the Directive,
which, due to various delays, was only adopted in April 2016.

The report and evaluation were generally positive from the shipping industry’s
perspective, in that the Commission proposed to maintain the exemptions for
4
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environmental damage from shipping incidents that are covered by the IMO liability and
compensation conventions (as listed in Annex [V of ELD). The report. however, expressed
concern that the Directive and the IMO conventions have different remediation standards
and proposed that this should be addressed by non-legislative means, for example through
the IOPC Funds claims manual. The industry has been encouraged to assist with this work,
and we understand that EC54 is currently meeting with Commission staff in this regard.

Concern was also expressed about the slow uptake of the HNS Convention, and that this
Convention should be excluded from the list of Conventions in Annex [V unless there is
clear evidence of EU Member States’ commitment to conclude the Convention. While it
was very unlikely that the HNS convention would be in force by the time of the next review
of the ELD in 2020/21, clear evidence of commitment by EU member States would appear
to be sufficient to prevent the Convention being excluded.

The European Parliament had also decided to prepare an ‘own initiative’ report. While this
report is not binding on the Commission, there is some careful lobbying underway to
remind MEPs of the industry position.

In the ASA SILC interim meeting, the committee took note of the situation.

e. Chinese Taipei Pollution Law

In June 2017, the Chinese Taipei Environmental Protection Agency announced plans to
amend the national Marine Pollution Control Act and invited comments on the proposals.
The initial proposals could have had serious consequences for shipowners and their
insurers, and so with the assistance of the HES0A, the IG and ICS submitted joint
comments on the proposals.

The Chinese Taipei Environmental Protection Agency would appear o have taken the
ICS/1G comments seriously. and it was expected that further consultation sessions would
take place before the proposals are made into law.

2. HNS Convention

The International Convention on Liability and Compensation for Damage in Connection
with the Carriage of Hazardous and Noxious Substances by Sea (HNS Convention) was
adopted by an international conference in 1996 and is based on the highly successful
model of the Civil Liability and Fund Conventions which cover pollution damage caused by
spills of persistent oil from tankers. As with the original oil pollution compensation regime,
the HNS Convention will establish a two-tier system for compensation to be paid in the
event of accidents at sea, in this case, involving hazardous and noxious substances such as
chemicals. However, it goes further in that it covers not only pollution damage but also the
risks of fire and explosion. including loss of life or personal injury as well as loss of or
damage to property.

Tier one will be covered by compulsory insurance taken out by shipowners, who would be
able to limit their liability. In those cases where the insurance does not cover an incident,
or is insufficient to satisfy the claim, a second tier of compensation will be paid from a
fund, made up of contributions from the receivers of HNS. Contributions will be calculated
according to the amount of HNS received in each Party in the preceding calendar year.
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This Convention was always going to be a difficult Convention to be ratified. In recognition
of this, the original Convention was superseded by the 2010 Protocol which was designed
to address practical problems that had prevented many States from ratifying the original
Convention.

The industry is keen to see the Convention come into effect. The International Group has
therefore established an inter-industry group in order to monitor the progress of States as
they worked towards ratification, and to coordinate industry outreach work.

ICS, ECSA and BIMCO have all confirmed participation in the liaison group. The ASA has
been invited to join, and although support has been expressed for the group’s activities,
confirmation of participation has not yet been given. The IG, however, is keeping the ASA
SILC on for copy of the group’s work.

The Japanese Government held a meeting on the implementation of the HNS Convention
on 13 March, to which the Japan P&I Club and JSA had been invited to attend. Attached at
the Annex 04, is a paper that the group has prepared.

The committee noted that the IG has sought the support of the ASA, by joining the inter-
industry liaison group.

The committee noted the “HNS Questions” listed in the IG's email, and it was suggested
that the ASA should pass the same its member States.

In the ASA SILC Interim Meeting, it was agreed by the Committee to make a
recommendation to the ASA Chairmen's Committee that ASA joins the inter-industry
liaison group.

3. Ports of Refuge - Asian response

This issue has been on the agenda of the Committee for some time, not because there have
been incidents in Asia that require ports of refuge, but because it is always easier
(politically) to obtain support for initiatives in "peace’ time.

The EU Operational Guidelines on Places of Refuge, which gained wide industry
participation during their development, were finalized in November 2015 as “VTMIS
Places of Refuge - EU Operational Guidelines”. The Guidelines were officially launched ata
European Parliament event in January 2016. The purpose of the Guidelines is to ensure
better co-ordination and exchange of information among the relevant authorities and
industry stakeholders involved should a ship require assistance.

In May 2016, with industry support, the European Commission submitted the Guidelines
to the IMO Maritime Safety Committee as a model approach that might be adopted by
other IMO Member States. In response to a recent ‘table top’ exercise, the Guidelines have
been revised - version 4 is attached at Annex 05.

As reported at the last Interim meeting, under the Cooperative Mechanism between the
littoral States in the Singapore and Malacca Straits, Malaysia has embarked on a project to
develop regional Places of Refuge Guidelines.

FASA Malaysia updated the Committee (via email) on the progress of the project.

At the last Interim meeting, this Committee agreed that ASA should become more involved
in promoting the use of the EU Guidelines in Asia. No opportunities have arisen for this
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work, and the absence of major incidents requiring Places of Refuge has meant that this
issue has slipped from immediate notice.

In the ASA SILC Interim Meeting, the Committee agreed, that the matter be taken up in the
ASA member associations to further, take up with their member states.

4. Ocean Governance

The United Nations has started high level negotiations on a new UNCLOS implementing
agreement concerning Biodiversity in Areas Beyond National Jurisdiction {(BBNJ). The
work is likely to lead to the establishment of Marine Protected Areas on the high seas,
which could affect the routing of shipping. The UN General Assembly has considered a
Preparatory Committee report and has agreed to convene a diplomatic conference to
elaborate the text of a legally binding instrument on BBN]. Organisational meetings will
take place in April, and the first of four planned negotiating sessions is likely to be held in
the second half of 2018.

The industry, led by ICS, has been concerned to ensure that IMO remains the primary
regulator for international shipping. and is working with the IMO secretariat in this regard.
The planned meetings, however, will take place over periods of 10 days, and unfortunately
the IMO has already made it clear that its budget for the meetings will be very limited.

It will therefore be important for the entire maritime sector to engage with their maritime
administrations about the work, and fo keep abreast of the more general international
discussion on ocean governance,

The Committee discussed the matter and agreed to monitor the developments.

5. MLC, 2006 - 2014 Amendments

The amendments to the Maritime Labour Convention, 2006 (MLC) that were adopted in
2014 came into force on 18 January 2017. These amendments dealt with the provision of
financial security for abandonment (Regulation 2.5) and shipowner’s liability for
compensation to seafarers and their families in cases of seafarer’s death of long-term

disability (Regulation 4.2).

The last Interim meeting discussed the lacuna’ that has arisen with the amendments. ILO
instruments are not designed to be amended; if changes are required, then a new
Convention or Recommendation is negotiated and adopted. The MLC is the first and only
ILO instrument that has the provision for amendment, which is why the Convention does
not have a number assigned to it. Under the provisions of the Convention, States that had
ratified the MLC after the adoption of the amendments but before their entry into force
have to make a specific declaration of acceptance of the amendments. There are 19 States
that have not so far made the declaration of acceptance, including China.

The CSA representative briefed the Committee on the progress of China towards
acceptance of the 2014 amendments. She advised the Committee that the matter
was “in process”, albeit, would take the usual time it takes for deliberating
amendments,/ changes in China. She further advised that the Ministry of Transport
of the P.R. C had issued a document asking shipowners to cater to the amendments
in the interim so as to allow the vessels to continue trading, by complying with the

regulation.
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Itis clear, however, that to comply with the ‘no more favorable treatment’ provision of
Article V of the Convention, ships flying the flags of these States would either have to carry
the necessary financial certificates, or a statement from the flag State noting that the 2014
amendments had not yet been accepted.

Attached at Annex 06, is a West of England circular which describes Liability for Uninsured
MLC Liabilities. Similar circulars were issued by all IG Clubs. In response to questions
from the industry, the International Group has given further advice, also attached at Annex
07.

6. Fair Treatment/Unfair Criminalisation of Seafarers
This issue has been well discussed at every recent interim meeting of this Committee.

It was reported at the last interim meeting that the research being carried out by Seafarers
Rights International (SRI) into the application of the IMO Guidelines was presented to the
10204 meeting of the IMO Legal Committee, held in April 2015.

SRI then updated the progress of this work at the 103 meeting of the IMO Legal
Committee (LEG), held 8 to 10 June 2016, through submission of LEG 103 /5 (attached at
Annex 08), which described further work by SRI and requested the Legal Committee to
encourage Member States to request regional or national technical cooperation activities
on the implementation of the Guidelines. The Committee concluded that different
approaches in the implementation of the Guidelines could be streamlined though the
development of a guidance and therefore decided that a workshop proposed by ITF would
be useful to provide assistance to Member States to give effect to the Guidelines in a
uniform and consistent way. The Committee further invited Member States to continue to
apply the Guidelines.

AT LEG 104, the ITF representative invited all members of the LEG Committee to a one-day
workshop organized by the ITF and 5RI and hosted by the IMO in June 2017 on the
implementation of the Guidelines. [TF has submitted a paper to LEG 105, which will be
held in April 2018, reporting on the workshop which was attended by some 175
participants. The workshop would appear to have achieved its desired aim, which was to
educate, inform and encourage the use of the Guidelines. It would appear to be intended to
take the work forward by means of regional and national workshops, the first of which will
be held in Asia in 2018 (further information about this meeting would be appreciated).

Apart from the criminal judgement for Captain Mangouras (discussed under agenda item
1.a above) there have been no reported instances of unfair freatment of seafarers, but this
is clearly an issue that requires constant reminder and vigilance. The meeting was brought
up to date with the discussion in the IMO Legal Committee on the issue.

7. Cyber Risks

The issue of cyber-attacks has taken a prominent role in the discussion of imminent
threats to shipping.

The Committee will recall that at the last interim meeting, it was noted that there would
appear to be some uncertainty about the scope of cyber risk cover in the London market,
particularly when exclusions such as CL380 are applied to Hull and Machinery and War
policies. The Joint Hull Committee (JHC) has produced a circular in September 2016 which

8
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notes that the actual risks of a cyber-attack on a ship, which could lead to a systemic loss. is
considered to be a remote risk. This is an opinion that would appear to be shared amongst
other insurance providers.

The JHC and JWC Chairmen have previously noted that the wording of the exclusion meant
that it applied to willful or malicious attacks intended to inflict harm, and so would not
apply to any accidental or negligent computer harm that caused a loss that would fall
within the hull policy. The consequence of the inclusion of CL380 was to steer the risk
from the marine policy to the war policy, providing insurers with the opportunity to cancel
the policy and reinstate on more appropriate terms when considered necessary. The
Chairmen accepted that the exclusion is sometimes also inserted in the war policy, and the
risk could then be ‘brought back’ to the hull policy at a price to be agreed. [t was confirmed
that the Japanese, Danish and Norwegian War Pools, reinsured in London, are not subject
to CL380.

From the P&I perspective, the IG Club Rules and the Group Pooling and General Excess
Loss reinsurance arrangements contained no cyber risk exclusion, although if a cyber
event were to fall within the war or terrorism cover exclusion, there would be no cover
and the liability would rest with the Owner's war risk insurer under his standard war risk
cover.

It would appear to be difficult at the moment to quantify the risk of a malicious attack. no
matter how remote this might be, and the cumulative exposure that underwriters might
face in a contagion like or massive attack. Due to these reasons, single risk policies would
appear to be increasingly available, but without the exposure to a systemic collapse.

In the ASA SILC Interim Meeting. the Committee was given a brief on the HKS0A Joint
Seminar “Use of Disruptive Technology against Cyber Threats”, (Cyber Smart). It was
recommended that when renewing insurance cover, that Cyber Risk exclusions were
negotiated out, and to check the extent of cover under liability insurance.

8. Unmanned Ships

The discussion of unmanned, or autonomous, ships is only just beginning, and even though
many in the industry do not see this as something that will happen for some time,
discussion of their impact on regulation is starting to take place. In Norway and China,
plans are moving ahead for unmanned passenger and cargo ships to be tested and operate
in restricted local waters, but since international regulations had not anticipated
unmanned or autonomeous ships, discussion is starting to take place at the IMO and in
other organisations as to how these ships should be regulated and operated.

Work at the IMO and at CMI is intended to not only conduct regulatory scoping exercises,
but more importantly to consider how technelogy may affect the way regulation is
structured to avoid uncertainties, particularly regarding the safety performance of
autonomous systems. As part of this initial work, the definition of an autonomous ship
needs to be clearly laid out, since it could encompass a number of different technological
stages.

The common IMO term for such ships is ‘Marine Autonomous Surface Ships’, or MASS.
While the operation of such ships in international waters would appear to be some way off,
it is important for the industry to be fully involved in these initial discussions.

9
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Members mentioned how the prospect of having Unmanned Ships was still very far into
the future. Various levels of autonomy for vessels were discussed. The eight stages of
autonomy were discussed and it was suggested that the Committee closely follows
developments in this field.

9. Sanctions - Iran, Russia and North Korea

The Committee is referred to a new online tool which very usefully summarises all EU and

UN Sanctions https:/ fwww.sanctionsmap.eu/#main

Under the current US Presidency. there has been much uncertainty regarding the
continuation of sanctions relief for Iran under the Joint Comprehensive Plan of Action
(JCPOA) introduced in January 2016 by the US and EU. The EU remains supportive of
JCPOA and many EU counfries have made statements criticizing the US President’s October
decision to decertify Iran's compliance. The situation continues to be uncertain, and
confusing, and so shipowners wishing to trade to Iran should take legal advice and liaise
closely with their P&I Clubs to ensure they remain compliant with the various
international sanctions regimes.

On 21 December 2017, the EU voted to further prolong the economic sanctions imposed on
Russia as aresult of its actions in Ukraine for a further six months, to 31 July 2018. Recent
incidents reportedly involving Russian extraterritorial attempted murder and internet
hacks could well increase the desire of the US and EU to continue or increase economic
sanctions. Again, the situation is uncertain, and legal advice for those frading with Russia
remains essential.

While it would appear that North Korea has held constructive talks with South Korea and
agreed to talks with the US, promising to stop its nuclear program, history would tell us
that this is not the end of things. and the progress made since the Winter Olympics might
be very temporary. Attached at Annex 09, are circulars issued by the US Department of
Treasury describing the US sanctions on North Korea. It is not expected that these will be
rolled back anytime soon, and it is very likely that the intense scrutiny of ships apparently
importing oil to North Korea will continue.

Members were advised to consult legal advice concerning the impact of sanctions at the
time of fixing employment of vessels.

10.Report Items
a. IG Reinsurance program

On 13t December 2017, the International Group announced that the arrangements for the
renewal of the International Group Excess of Loss reinsurance contract and the Hydra
reinsurance programmes for 2018 /19 had been finalized. The IG Reinsurance Program for
2018-19 is attached at Annex 10.

The loss experience of the reinsurance programme on the 2012/13 to 2017 /18 (year to
date) policy years remains acceptable to reinsurers notwithstanding some claims
development over the year. This, combined with continuing surplus market capacity, the
continuing positive financial development of the Group captive, Hydra, and the use of a
multi-year private placements, has enabled the Group to achieve satisfactory reinsurance
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renewal terms, which will result in a further year of reinsurance rate reductions across all
vessel categories.

The result of the renewal negotiations and programme restructuring is a reduction in
reinsurance cost of approximately 1.85% for all categories.

In the ASA SILC Interim Meeting, the Chairman shared with the Committee his efforts, as a
board member of a P& Club that is a member of the IG, to bring the overspill cap back to
USD 3.1Eillion. He further explained how. as things stand, the liability in the event of a case
of pollution, is not limited solely to the company. but to the individuals, like directors etc.
He urged members to further raise the matter with the boards of their respective P&I
Clubs.

b. ICS/CMI Ratification campaign

The ICS/CMI campaign brochure was updated in November 2017. A copy of the brochure
is attached at Annex 11, and further copies are available from the SILC secretariat if
required.

Of importance to the industry, the campaign has highlighted the Ship Recycling (Hong
Kong) Convention, the Supplementary Fund Protocol and the HNS Convention. In addition,
the focus of the campaign is to promote proper implementation as well as ratification.

The campaign for promoting Maritime Treaty Ratification was discussed.

11. Any Other Business

JWC War Risk Areas - Members were advised that JWC maintains as “hazardous war risk
areas” (WRAs), areas which are in excess of the amended HRA declared amongst
multinational entities with varying interests such as UKMTO, MSCHOA, EU NAVFOR.
CGPCS, SHADE. The direct consequence of this is that this area of Gulf Oman, lying north of
22 deg N Latitude and between Longitudes of 58 deg East and 65 deg East, is also
considered by the JWC for the levy of additional war risk premium.

This area has no reported case or piracy or attempted piracy for the past several months.
However, this area is an important channel for passage of all cargo that moves to countries
East of India, which would include the ASA membership.

The Committee decided that ASA should take this issue up with the JWC. The ASA will also
invite the ICS to join its efforts in doing so. It was also agreed to keep the SNEC on for copy
of the correspondence as the same matter was brought to the notice of the SNEC.

IMO Sulphur CAP 2020 and installation of scrubbers and potential health related liabilities

In the ASA SILC Interim Meeting, the Chairman cautioned the Committee regarding
potential occupational health issues arising from use of scrubbers onboard, leading to
potential long tail liabilities for shipowners. He further sought the Committee members’
agreement to raise this matter in the upcoming AGM in May 2018.

11
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Asian Shipowners’

Association

Safe Navigation & Environment Committee (SNEC)
cfo Federation of ASEAN Shipowners” Associations (FASA)
59 Tras Street 072903

Tel: (65) 63052260 Fax: (65) 62225627

emalil: officei@fasa.ong.sq

20 April 2018

REPORT
OF
THE SAFE NAVIGATION & ENVIRONMENT COMMITTEE CHAIRMAN,
MR ESBEN POULSSON

1. The Safe Navigation & Environment Committee (SNEC) held two meetings since
the 26™ Asian Shipowners’ Forum (ASF) held in Taipei, Taiwan from 24 — 26 May
2017.

2. The 33" and 34™ SMEC Meefings were hosted by the Singapore Shipping
Association (FASA — 55A) in Singapore on 17 October 2017 and 26 March 2018

respectively.

3. At both meetings of the SNEC, the most recent developments relating to safe
navigation and marnne environment were discussed. A summary of the key issues
discussed is as follows:

3.1. Ernvironmental

2020 Global Sulphur Cap

Harmful Aquatic Organism in Ballast Water
Air Pollution & Energy Efficiency

Reduction of GHG Emissions from Ships

32 Secunty and Safety

+ Piracy & Armed Robbery
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SNEC Chairman’s Report for 26" ASF — 15 May 2018

4.

Given its implications for global shipping, the Committee's discussed at length the
upcoming 2020 global sulphur cap. The Committee also addressed issues relating
to the implementation of the Ballast Water Convention, as well as the reduction of
GHG emissions from ships.

During the period in review, one Joint Press Statement was issued by the
Committee, a copy of which is attached as Annex 1.

A list of the ASF members currently represented in the SMNEC is attached as
Annex 2.
The SNEC Chairman wishes to express his thanks to all ASF members

participating in the SNEC for their unstinting support and contributions during the
meetings.

The venue for the 35™ SNEC Meeting will be confimed at a later date — the
SMEC Secretariat will provide details in due course.

R R E R E R
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Ship Recycling Committee
(SRC)

15 May 2018

Dr. C. H. Yeh
Chairman

Trend of Ship Recycling Demand

In 2017: Global demolition activity declined by 20.4% in dwt
(Marble status by type of ships )

In 2018- forecast: Similar level as 2017 but change portfolio
(especially 30% increase in the tanker sector)

Clarksons
Research
Total Demoliti i
otal Demolition
oo EEREIEIER
China 5.1 5.7 16.1
India 12.8 10.0 28.2
Bangladesh 15.3 1.0 -31.1
Pakistan 9.7 6.5 18.4
Other 1.6 2.2 6.2
TOTAL 44.5 35.4 100

2012 2013 2014 2015 2016 2017 2018 est

In long range, steady demand of ship recycling is expected. Stricter
environmental requirements and new ship design using new bunker fuels
will be factors to increase ship recycling.
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Change of Portfolio of Place of Ship Recycling

> Pakistan still keeps ban on demolition of tankers.

> China is unlikely to increase demolition volume due to:
e Restriction of import of ships to be recycled. So far only 2 yards received import license

e Not many Chinese vessels to be recycled, as most volume had been handled in 2017

e Reduced demand for ferrous scrap
Use of the Electric Arc Furnace dropped from 15.3% of total Chinese production in 2004 down to 5.2% in 2016.

Imports of ferrous scrap dropped from 13.7 M tons in 2009 down to 2.2 M tons in 2016.

() -
M msEgn tEE -O-AEEEN) 1100
sok Capacity
190
10
Removal of overcapacityis 4 ) 180
; Operation
progressing | rate
{70
ak
1P
2 I I I Production
AN NN il na 1.
2001 D2 03 04 05 06 07 08 00 10 11 12 13 14 16 16 ({T7{F

Yards in Southwest Asia have an Important Role!

Road to Enact HKC

HKC ratification status =Japan and India progress

> Current contracting states: 6

> Japan: ABillis now on the table at the current Diet in 2018.

> India: A Bill may be submitted to the current Parliament in 2018.
INSA and JSA submitted their comments to the draft bill in Indian Government’s
public comment system

Steady step forward to enact HKC by
ratification of India and Japan!!

India — Japan Joint Statement in Sept 2017
(Dearly conclusion of the HKC (ZDODA Project
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Road to Enact HKC

*'3

o
*

Who will be next?

Turkey, Germany, Italy, Estonia, Netherlands,
China, Cyprus, (India and Japan)

-
—

Ratification by China as recycling
country will be essential !!

Requirements for effect:

e Not less than 15 contracting states 1
( 6 states at the moment) 5
41.5

e Not less than 40% of GT of the world’s merchant

shipping
(21.23%)

e Not less than 3% of GT of maximum annual ship Reality to
recycling volume in the recent 10 years (0.02%) effect
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Recent Developments in India

(1) Upgrading of Ship Recycling Facilities
JSA’s visit to India in February 2018

> Progressive improvement: 60 out of 90 active yards received HKC
compliant certification. Some yards are trying to satisfy EU-SRR

> Next agenda: necessity of well-established management system
for safety and environment and addressing worker’s welfare

Achieve recycling method that Daily cleaning of inter-tidal ecure evacuation routes with
does not put any blocks on zone permanent marking .
inter-tidal zone

Recent Developments in India

(2) Upgrading of Remaining Facilities (2019-2022)
Japanese ODA (Total US S76 million)

Installing impermeable floors, drain control systems, etc.
Upgrading incinerators and waste oil/water facilities

Introducing new equipment/units pictured below
Technical cooperation

vop w2

Environmental monitoring

Boach Clesning Mschone

Mobile Decontamination Units Beach Cleaning Machines

Large Mobile Cranes
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Recent Developments-Trans Plant

(3) Positive influence

(.) Bangladesh

PHP Shipbreaking & Recycling Industries, - o=
Bangladesh certified by RINA 1
"'- e * i

i Positive Repercussions
to neighbors for green
yards

r\ >

Total impermeable flooring with tall crane

Recent Developments in Europe

(4) EU Regulation

< Concern1>

The capacity of the EU list is not enough. Even so, the
list will be activated at the end of 2018 at the latest.

4 . . . . . N
_’ Possible shortage of ship recycling capacity due to non-assignment
outside EU yards. Need to assign them to motivate improvements in

\major recycling countries. )

' EU flag ships will have to be flagged-out when scrapping.

. =

< Concern2 >
Financial incentive scheme proposal; Ship Recycling License

EC presented a view of the proposal in August 2017.

_’ The proposal is questionable as to whether imposition on non-EU
flag ships is allowable under the international laws.
ASA stands against it with ICS and ECSA
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Our Aclivities — Seeing is Believing

March 2013
Dialogue with China Corporation Register of
Shipping (CR) in Taipei

March 2014
Visit and dialogue with China National Ship
Recycling Association in Dalian

March 2015
Invited SRIA to our SRC meeting in Singapore

Mar 2015 TW Forum

October 2015

Visited yards in Alang and had dialogue with ’r
SRIA

July 2016
Dialogue with ECSA and ICS, and attended
to joint response to EU financial scheme
proposal

July 2017 ACI Seminar
March 2018 TW Forum 1

Our Activities = Asian Presence Being Felt

v" ACl Ship Recycling Congress
held July 2017 in Singapore

v' TradeWinds Ship Recycling Forum
held March 2018 in Hamburg

e Dr. Yeh, ASA SRC Chairman, made presentation about Asian
owners’ views

e Mr. Tomoda, JSA SRC Chairman, participated in the panel
discussion

e ASA held dialogue meeting with SRIA/ECSA, respectively.

Need to pay attention to new move of Sustainable
Recycling Transparency Initiative (SRTI) starting to
work by some owners, class, bank etc.

e introduction own rating scheme eco-friendly with contribuf
in CSR field by shipowners

— Transparency of consolidated data from owners in public will attract attention for
difference in level among shipowners. 2
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Actlions to be Taken

1. Continue approaches to hasten process of HKC ratification
== to their own Governments and/or China!

2. Strengthen recommendation of following
items to members of each association:

e Nomination of HKC-compliant yards and/or yards in process of obtaining HKC compliance

e Preparation of IHM onboard

e Introduction of clauses to nominate yards for recycling on sale/purchase contracts or
sale/ buy contracts

Interim meeting of the ASA SRC
held on 23 March in Taipei

Actions to be Taken

3. Show the ASA flag — China promotion project

Kick-off Global Shipowners’ Meeting on 14 May in Hong Kong

Participation in “China International Ship Recycling 2018” in Shanghai in June 2018
Support IMO to call Workshop in 2™ half of 2018 somewhere in Asia

Visit China for the purpose of meeting with Chinese Government and Chinese Recyclers
in 2" half of 2018

Participation in “TradeWinds Forum” is planned in Hong Kong

e Establishment of regular contact and dialogue with SRIA, Bangladesh and Turkey

4. Production Interim Country Report by early September
== Work together == Contribution from everyone!!
< Schedule of actions >

May Jun Jul Aug Sept
S N 4
4 % ’
[\ [ Expectation of Japan’s] Due date of interim report
. L ratification of HKC

| 55 ASA AGM -.
6/21 Shanghai Recycling | IMO workshop in 2™ half of 2018

| Seminar Visit to China in 2" half of 2018
5/14 Shipowners’ Global TradeWinds Forum in 1t quarter 2019 =

Meeting
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Thank You
For Your Kind Attention!
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