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The tankerlndustry a health check

The oil companies

— Who are they?

— How have they changed?

* Dynamics

— How are oil companies affected by world events
— Demand

— Qil price

— Climate

What do they want of the shipowner?
— Requirements

— Who is involved in making decision

— Vetting
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Tanker industry-health check
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Exhibit 1: VLCC Spot Rates: 2000-2017E
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Source: Baltic Exchange, Clarksons, Marex, Credit Suisse Estimates
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and Bad News?

mgigéms Tanker incidents and accidental pollution "000 tonnes pollution

1050 600
Steering
Gear W Fire/Expl O Miscellanesous mHull & Machinery
SBT etc.
840 - + 480
O Grounded mColllContact m Oil pollution
. 4
SECA’s
New Erika/
630 Vessels ' g Prestige B Ballast water
Double Hull Ship Efficiency
GHG
MLC
420 .
210 -“‘» e 1 ’ 4 B ) fro o
8 | , 1 A K i B . | T _
0O OO «— N OO =5 WD O~ 00 O O «— OO =7 0D O~ 00O OO O «—O OO =W O~ 0000 O ~—~CNOM =5 10D
' I~ O C© 0 O 0 OO 0O O W O OO O OO OO OO O O OO OO O 0O OO 0O OO0 OO0 D0 O ™ ™ ™ ™ ™ —
oy OO OO O OO O OO OO OO OO o oo OO oo o0 D000 DD D00 DD DO DO O O O
— e e T T T T T T T T T T v T T v v v v v w— €4 €4 €4 4 4 4 4 04 04NNt
|
Tightening of SOLAS MARPOL STCW
Intertanko Statistics ' Low Freight Rates

© Marine Operations and Assurance Management Solutions Ltd



The Oil Companies
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ber the 70’s

Oil Major share of tanker tonnage 1970

B Oil Major Owned
B Oil Major T/C

& Spot

Data Source Martin Stopford Maritime Economics
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dimensions

- Midstream *Downstream

* Qil super major .. XOM, Shell, BP
* Qil major + Chevron, Total, Statoil. Conoco Phillips

= E&Pis .. Premier, Talisman etc

e Refiners...... Inios, Valero etc

* Traders......Glencore, Trafigura etc
* Integrated / sector specific
 |OCor NOC?!!!
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Dynamics
How oil companies are affected
by world events
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h, oil growth

WORLD ECONOMIC OUTLOOK UPDATE

FUTURE GROWTH RATES Advanced Economies

A continued modest recovery

Growth will pick up more gradually than should gradually close the
. A = % output gap between real
projected in fall 2015, especially in emerging vs. potential GOP.

market and developing economies.

2015 2016 2017

Global demand and activity remain subdued,

as three key transitions continue to influence Emerging Market & -
the global outlook (see transitions below). Developing Economies O I I d el l | a n d
China’s slowdown and
O rebalancing, lower commodity

prices, and other strains in some
cconomie ao el 1o weigh Liquids fuel demand by sector Vehicle fleet

down growth prospects.
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Risk: Further price drops will worsen
the growth outlook for already-strained 2016 EnergyOutIook 1
2 ©BP p.l.c.2016
commodity producers.

Vransition Lower prices for.
energyand other.commodities:

Risk: Further dollar appreciation would
put additional pressures on firms in emerging
market economies.

Transition: The gradual tightening
in U.S. monetary policy.

Other Risks
New economic or geopolitical shocks could
further delay a pickup in activity in countries
currently in economic distress.

INTERNATIONAL MONETARY FUND - www.IMF.org « #WEO
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mbid Demand/Supply Balance until 4Q16" mb/d

*OPEC production assumead at 32.3mb/d in January (threa month avarage)

BE followed by & gradual ramp-up of Incremental iraniam production to SO0/ kh/d 3,5
imJune. Preductonis held at this level theraafter
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Market Balance {Supply minus Demand Millions of Barrels of Liquids Per Day)
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Millions of Barrels of Crude Oil
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Cost For Producing Crude Oil Per Barrel

= Capital Expenditure = Operational Expenditure
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Figure 6: Producer country fiscal breakeven ($/bbl)
mmmm 2015 OPEC fiscal breakeven ($/bbl, lhs)
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ture of the planet!!
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What the customer wants
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able and Efficient

e Safe
e Reliable

— On time-no stock outs or field shutdowns
— No breakdowns
— No contamination

e Efficient
— Good rate
— Load and discharge full stem
— Good communications
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involved

Oil company charterer
works three ships with broker
and owner and

- makes final decision
Charterer advises

trader of selected
ship

Charterer

Charterer

Vetting system
advises e.g. three shi
acceptable

Vetting

Oil Company owner
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ing...why?

* Risk Management
— Protection of life
— Protection of assets
— Protection of environment

* Reputation Management
— Corporate Social Responsibility
— Stock price
— Consumer markets
— Licence to operate
* Litigation Management
— Qil pollution clean up costs
— Government sanctions
— Civil claims --real and imagined
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latory System

SOLAS,MARPOL,STCW,ISM
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Two Thirds
Good Operation

One Third

0il Major
Relationships
and Planning

Indicators

Events

Internal

External

*Own inspections
*Own owner audits
*Questionnaires

*Reports from
terminals

*Reports from
charterers and ship
operators
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*VPQ/Q88
*SIREand CDI
inspection reports
*TMSA database
*Change of owner,
flag, class, manager,
manning

*Incidents
*Casualty Reports
*Press reports
*|HS Fairplay data




nclusions

* Healthy tanker industry?

* There are many customers

— National oil companies
— 10C’s
* Super majors, majors
* Traders
e E&P’s

 The balance has changed over 50 years

* Qutlook is uncertain with price, demand and climate
change

* Many involved in chartering and vetting

* |ncident rates and pollutions are low but the consequence
of getting it wrong is even higher than it was

* |ts about good operations not marketing
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