	

	The Oil Companies International Marine Forum (OCIMF) and INTERTANKO held this week a successful launching seminar on the concept of Virtual Arrival in Brussels in the presence of Siim Kallas, EU Commissioner for Transport, and Mary Veronica Tovsak Pleterski, Director of the European and International Carbon Markets DG Climate Change with the EU Commission. More than 120 people participated in the seminar, including people from the oil and shipping industry, journalists and representatives from the European Parliament and Council and others.

OCIMF Director David Cotterell introduced Virtual Arrival, and Deputy Director OCIMF Garry Hallet explained how the concept works in practice with a specific example. Virtual Arrival is a simple concept that provides clear benefits, firstly in the form of reduced fuel consumption and reduced emissions, but also in reduced port congestion and improved safety. The major precondition for Virtual Arrival is a delay in the discharge port, and when such a delay is known, the charterer and operator agree to reduce the speed of the ship to arrive when the terminal is ready to discharge the cargo.

Katharina Stanzel, representing INTERTANKO, said that the project is a real win-win situation for all parties. The co-operation between OCIMF and INTERTANKO has been crucial in ensuring that Virtual Arrival is a joint tanker industry effort because there are both economic and liability risks involved that need to be agreed. She added that this is not the only initiative by INTERTANKO to reduce CO2 emissions and mentioned the Tanker Energy Efficiency Management Plan (TEEMP) as another example where industry partners co-operated on taking measures to reduced emissions.

Siim Kallas and Mary Veronica Tovsak Pleterski both heartily welcomed the project and as an example of an initiative that provides concrete emissions reduction, shows leadership in the industry, and demonstrates good co-operation between the different stakeholders. It is clearly an example to build on for the future. They also expressed appreciation for the industry's support to the Energy Efficiency Design Index (EEDI) and the development of the TEEMP.

They said they would welcome other similar initiatives from the shipping industry both technical and operational, adding that all shipping sectors need to be included and that measures should be global. The Commission is actively seeking specific initiatives from the industry on how to reduce emissions before December, which is when they will decide whether or not it will be necessary for Europe to take regional measures. They also emphasised that they wanted to enhance the competitiveness of European shipping.

There were several questions from the audience on issues such as whether it applied to all ships, how much could be achieved and why shipping did not already employ Virtual Arrival as the advantages seem so obvious. 

It does take time to change practices that have been there for many years and Virtual Arrival can be adapted to most shipping sectors - but not to all. Trust is needed between partners to ensure success and the liability risk and economic aspects will have to be resolved. 

BP’s Chartering Manager emphasised that it has done around 50 successful Virtual Arrival voyages.

OCIMF Director David Cotterell ended the session by thanking everybody and saying that emissions reduction involves complex issues that need to be resolved with co-operation between many parties. Virtual Arrival is one of many contributions coming from the industry to bring about cleaner air, he said. As it is really a process that benefits all the parties involved, only specific action by one participant will stop it from expanding further.

There is still much to be done to introduce Virtual Arrival to the tanker market and INTERTANKO will be contributing to increase and improve knowledge about the concept.

The manual for the project is linked here.


	Documentary Committee launches model INTERTANKO Emissions Reduction Clauses 
Virtual Arrival – Chartering Issues

Under a traditional voyage charterparty, in the absence of any agreement to the contrary, a ship will proceed at full speed to the port or terminal. If it arrives before the port or terminal is ready receive the cargo, owners will earn demurrage for time lost in waiting. 

The Virtual Arrival (VA) process involves an agreement to reduce the ship's speed to meet a required time of arrival where there is a known delay at discharge. Overall, the voyage is optimised so the ship arrives just in time and environmental benefits follow. In reducing speed there is less waiting time at the port or terminal, so the owner loses out on demurrage for the waiting time at port. For the process to be acceptable to an owner, he must therefore be compensated, at the demurrage rate, for the time lost in that speed reduction. Such reduction in speed may also result in fuel savings, thereby reducing emissions. The VA concept provides for these fuel savings, and perhaps eventual carbon credits, to be shared between the owner and charterer. How the savings are shared is a matter for commercial negotiation. 

The VA process raises both practical and legal/chartering issues. The latter have been the subject of much debate at INTERTANKO's Documentary Committee. Members of the Committee and INTERTANKO's General Counsel have also participated in the INTERTANKO/OCIMF Virtual Arrival Working Group on Legal Issues. The INTERTANKO/OCIMF project team felt that it would be inappropriate for there to be a single charterparty clause to be jointly recommended. Individual companies may therefore produce their own Virtual Arrival/Emissions Reduction/Emissions Management clauses. In doing so, they may be guided by the INTERTANKO/OCIMF Virtual Arrival Manual which lists at Appendix A – Issues for Consideration by Parties Entering into a Virtual Arrival Agreement. 

INTERTANKO Emissions Reduction Clauses
In order to assist Members, the INTERTANKO Documentary Committee has produced two new model clauses for use with the VA process:

Emissions Reduction Clause- pre-voyage agreement

Emissions Reduction Clause – post-voyage analysis 

These clauses are being published to coincide with the launch in Brussels of Virtual Arrival before the EU Commissioner for Transport (see separate report above). 

The two INTERTANKO Emissions Reduction Clauses have been designed to allow owners to engage in pilot VA voyages which have the potential to reap rewards in terms of both safety and environmental issues. No doubt these clauses will be developed by the Documentary Committee over time as the industry gains experience of the process both from an operational and legal perspective. At a later date, for example, the Committee anticipates drafting provisions to apportion carbon credits or costs under any applicable emissions trading schemes.  Members will be kept up to date of any amendments deemed necessary. 

Version 1 - Emissions Reduction Clause – pre-voyage agreement  involves an advance calculation of savings but without the involvement of a weather routing company (Weather Analysis Service Provider or 'WASP'). The clause allows Charterers to request VA by asking Owners to reduce speed. The Committee was concerned that the invoking VA process for both versions of the clause should always require the owner's consent. Owners may therefore refuse a request, or they may accept. A refusal may, for example, be due to future programming of the ship, or due to planned maintenance. The Master may always refuse on safety grounds. That might include where there is a risk of hijack. 

The Committee further felt that an insistence on the use of a WASP might lead to a negative response from Owners. This may stem from an existing perception of the inconsistency of results between weather routing companies, disputes as to calculation methodologies, and a desire to maintain the authority of the Master for navigational decisions on his vessel.

This version of the clause was therefore produced in order to provide a platform for Owners to consent to the aim of reducing emissions, without having to take on the perceived risks associated with the use of WASPs in the calculation method. With this method, there is therefore no need for any independent verification of the actual versus the virtual voyage weather by a WASP as everything is agreed at the time the VA process is invoked. This can work effectively where there is a good degree of trust between Owners and Charterers that might be absent between Owners and third party weather routing companies. 

Time and experience may lead to greater adoption of the post- voyage analysis-based methodology (with or without a WASP) once those fears are allayed, especially if a trading platform is created for any emissions credits generated. However, for the time being it was felt that the two clauses were necessary in order to maximise uptake of this very important concept.

If VA is accepted using this clause, Owners provide revised estimates/arrival times and bunker consumption which are both agreed in advance. The ship then manages the new arrival time accordingly. Fuel savings are shared 50/50 between Owners and Charterers. This division of savings may of course be varied by negotiation. The clause uses 50/50 as the default position. 

Given that the revised voyage assessment is made ahead of time, there should be no difficulty with payment adjustments to be made and paid together with freight. There is no need to wait for any external data to be processed. The additional steaming time is compensated at the demurrage rate so there will be no deductions for any exceptions to demurrage. Neither should Charterers deduct any bunker savings from actual demurrage unless this is agreed. Note that some of the oil major VA clauses bundle the calculation of savings in with laytime and demurrage calculations. The Documentary Committee did not agree with this approach given its likelihood not only to cause delay in payment (as disputes over demurrage are settled) but also arguments over whether or not exceptions to laytime and demurrage apply. The 'demurrage rate' approach in the INTERTANKO clauses is therefore preferable. 

Emissions Reduction Clause – pre-voyage agreement:

1. Charterers may request Owners to reduce speed during the laden voyage to a specified average speed or to arrive at the discharge port not before a specified date. 

2. Owners may:
 (i) refuse such requests on reasonable grounds, including but not limited to existing contractual obligations, or for operational or safety reasons, or
 (ii) provide Charterers with estimates of additional steaming time, and reduction in bunker consumption, together with the invoice cost of the last bunkers supplied. If Charterers agree Owners' estimates prior to any commencement time provided by Owners, Owners will instruct the vessel to comply with Charterers' request.

3. For the avoidance of doubt, Charterers may make further requests in accordance with sub-clause 1 above at any time before or during the course of the voyage.
4. Charterers shall pay for the additional steaming time at the demurrage rate, less 50% of the bunkers saving both as set out in Owners' estimates under sub clause 2. Payment to be made against Owners' invoice together with freight.
5. Charterers shall incorporate this provision in all Bills of Lading and shall indemnify Owners in respect of all claims against Owners arising from compliance with the Charterers' requests under sub clause 1. above.
 

Version 2 - Emissions Reduction Clause – post voyage analysis  uses the ship's data after the event to calculate savings, giving charterers the ability to use a WASP. This clause gives Charterers the ability to specify either the ship's speed or that the ship should not arrive before a specified date. Any such request may be revised during the voyage. Again, Owners will be compensated for any additional time taken on the voyage at the demurrage rate, and bunker savings are shared. However, the calculation or actual performance versus anticipated performance and weather factor will be carried out post voyage. This will be done on the basis of the ship's records. 

Members of the Committee involved in the legal/chartering aspects of the Virtual Arrival project raised concerns about the proliferation of oil major Virtual Arrival clauses which provide that the weather routing findings of the WASPs will be final and binding. The Master's actual experience of conditions may contradict the WASP analysis and the Committee felt there should be room in the clause for that. 

The Committee felt that such binding provisions might not only undermine the Master's own data, but might also undermine the take up of the idea and thereby VA's success. It was felt that some Members would not entertain such abdication of power for voyage analysis to a third party. They may choose not to use the process at all rather than be held to the findings of a WASP and/or risk a potential dispute over divergence of the ship's and WASP's data. This may change over time, once the VA project has developed further with verification/accreditation of WASPs. This should in time ensure that the results of the WASPs are independently auditable; reaching the same conclusions no matter what methodology is used. This will be of major importance if and when carbon credits are brought into play. 

The Emissions Reduction Clause – post voyage analysis therefore for now leaves open the option for Charterers to use a WASP, but without the data from the WASP being in any way binding on the Owners. In this way, we feel the clause is more palatable for Owners and will lead to a more balanced approach. Members should note that the use of a WASP is not a pre-condition for use of VA.
 

Emissions Reduction Clause – post voyage analysis:
 

 1. Charterers may instruct Owners to reduce speed during the laden voyage to a specified average speed or to arrive at the discharge port not before a specified date, subject to Owners' consent, which is not to be unreasonably withheld. It shall be reasonable for Owners to withhold consent due to, inter alia existing contractual obligations, or for operational or safety reasons.
 
2. Charterers may instruct Owners to further vary the performing speed (subject to the limit of the vessel's service speed) at any stage during the voyage. Any further reduction of the speed shall be subject to Owners' consent in accordance with Sub-clause 1.
 
3. Charterers shall compensate the Owners for all extra steaming time at the demurrage rate. Any bunker savings shall be shared 50/50 between Owners and Charterers.
 

4. The bunker invoice price from the last bunkering shall be used to calculate the bunker savings. Any such savings may be deducted from the compensation payable for extra steaming time or shall be reimbursed by Owners if no such deduction has been made.
 

5. Following completion of the voyage, the Master shall calculate the extra steaming time and any bunker savings arising from Charterers' instructions and present his calculations to Charterers. 
 

6. If Charterers instruct a Weather Analysis Service Provider (WASP) Owners shall provide the WASP with such information as the WASP may reasonably require for its calculations. 
 

7. Charterers shall incorporate this provision in all Bills of Lading and shall indemnify Owners in respect of all claims against Owners arising from compliance with the Charterers' instructions under this clause.
 
Both INTERTANKO Emissions Reduction Clauses address Bill of Lading issues given that a reduction in speed may well contradict any 'utmost despatch' provisions in the Bill of Lading. Members should note that from a P & I perspective, use of the Virtual Arrival process is seen as an operational decision and should not affect P & I cover. No special provisions will therefore be applied by P & I for owners or operators who use this format. We would still however advise Members to consult with their Clubs in case of any doubt.

Virtual Arrival Manual - Issues for Consideration by Parties Entering into a Virtual Arrival Agreement. 

 

Several INTERTANKO Documentary Committee Members, together with INTERTANKO's General Counsel, were active in the production of the Issues for Consideration by Parties Entering into a VA Agreement. This can be found Appendix A of the VA manual. These issues are also set out below for ease of reference. Members can cross reference the relevant issues to their fixtures and to the INTERTANKO Emissions Reduction Clauses. We advise that any other VA clause in circulation, including those produced by the oil majors, should similarly be tested against these considerations. 


The following are amongst issues that may be considered by parties when entering into a VA agreement:

       confirmation that the adoption of VA process has absolutely no impact on the Master's discretion for safety

       agree principle that owner's consent should not be unreasonably withheld

       identification of the vessel's operational envelope and the parameters of the engine with regard to power and consumption

       clear identification of the optimal speed to achieve savings/benefits

       identification of the vessel's baseline efficient slow speed

       any technical or navigational issues associated with establishing a minimum speed, for example, impact on hull fouling

       frequency of variations of speed and operational implications

       identification and agreement on any additional vessel reporting requirements

       whether the VA voyage is to be based on a reduced service speed/RPM or a timed arrival. If based on speed/RPM, how often are changes to be advised

       identification of entities that have the right to instruct the vessel and the nature of instructions to be given

       how to verify and agree voyage data e.g. 


       Master's verification

       use of Weather Analysis Service Provider: speed or RPM based 

       if Weather Analysis Service Provider is used:


       approved and certified entity?

       who pays?

       is data provided binding on both parties?

       mechanism for dispute resolution

       means of identifying and calculating benefits associated with reduced emissions

       means of identifying potential cost savings and impact of any potential additional costs

       basis of calculating cost of bunkers

       how to apportion cost benefits between Parties

       clarification as to basis of time calculations, e.g. compensation at demurrage rate, whether there is to be a right of offset and method/time for payment

       consideration to be given to any potential 3rd party liabilities, e.g. P and I, BoL holders, cargo insurers, terminals

       quantification and apportionment of carbon credits (future).

Other considerations:




       implications on vessel's next employment

       impact on other operational issues at discharge port, e.g. crew changes, surveys, planned maintenance.
 

A win/win result

 

The VA project has the potential to create a 'win/win' for owners and charterers in terms of both costs savings and in demonstrating a measurable reduction in GHG emissions. We hope that the above INTERTANKO Emissions Reduction Clauses will give ship owners the opportunity to try out the VA process. We would be happy to hear from Owners about their experience in using the VA process, both from a practical and a legal perspective. 

As experience is gained, the Documentary Committee is ready to assist in adapting these model clauses to reflect actual developments in the use of the VA process.  For further practical/operational guidance, Members should also refer to the full VA manual.

 

The manual for the project is linked here.



