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10.00-10.05

10.05-10.10

10.10-12.00

Draft Agenda: 124™ Council Working Party on Shipbuilding (WP6)

1.

2.

3.

18 - 19 April 2017
Paris, France

Tuesday, 18 April 2017
Adoption of the Agenda

Action(s): Delegates are invited to adopt the agenda.
Approval of the summary record of the 123" session
Action(s): Delegates are invited to adopt the summary record.
Supply and demand analysis

This item focuses on the issue of industry supply and demand
and overcapacity.

i) Presentation by Mr. Frangois Cadiou (Barry Rogliano Salles -
BRS) on some of the findings of the 2017 BRS’ annual review
notably on shipbuilding capacity cuts.

ii) Update by the Secretariat on the report

iii) Update by the Secretariat on the project with China’s
Development Research Centre (DRC) on Industrial upgrading
for green growth in China, and in particular on the
recommendations on how to efficiently manage industrial
restructuring and address excess capacity issues in China.

iv) Use and revision of the compensated gross tonne (cgt)
system:

Presentations by the Secretariat based on the responses to a
questionnaire, and by shipbuilding industry experts on possible
approaches to revise cgt coefficients. Experts will notably be
invited to explain in more details the methodological and data
aspects as well as the use and purposes of the cgt unit.

e Presentation by Secretariat on the responses to a
questionnaire on cgt issues sent to delegates and on the
possible establishment of an informal working group on
cgt and capacity measurement

e Presentation by Ms. Jenny Braat (Danish Maritime).

Action(s): Delegates are invited to discuss which options to
follow to revise the cgt system and possibly to establish an
informal working group on capacity measurement and cgt.

C/WPG/A(2017)1/R
EVI

C/WPO/M(2016)2

Room

document 1 :
Summary of the
answers to the cgt
questionnaire

Room

document 2 : Terms
of reference for the
establishment of an
informal working
group on cgt and
capacity
measurement



12.00-13.00

13.00-14.30

14.30-16.30

4.

4.

Policy developments

This item provides an opportunity for delegates to share recent
policy information.

i) WP6 Inventory of subsidies and other support measures
and report on support measures in other countries

e Presentation by OECD Secretariat of the 2017 update of
the Inventory [C/WP6(2017)4], of the report on support
measures of selected countries not participating in the
WP6 Inventory [C/WPG6(2017)6] and a proposal to
extend the WP6 Inventory coverage to the provision of
finance by governments (including SOEs) more widely.
[C/WP6(2017)5].

LUNCH

Policy developments (continued)
ii) Roundtable on policy developments

a) Presentation by the Secretariat of a proposal on a structured
process regarding the questions and answers on policy
developments affecting the shipbuilding industry in selected
economies. C/WP6(2017)7

b) Presentation by Korea on selected policy developments in
Korea following written questions received.

¢) Presentation by EU on selected policy developments in Spain
following written questions received.

d) Oral questions and answers on latest policy developments
affecting the shipbuilding sector

Action(s): Delegates are invited to discuss the policy
developments.

10
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C/WPO(2017)4
C/WP6(2017)5

C/WP6(2017)6

C/AWP6(2017)7

Room document 3 :
List of submitted
questions for the

roundtable on policy
developments



C/WP6/A(2017)1/REV1

16.30-18.00

18.00-19.30

<

Green ships

i) Effect of international regulations on the developments of
greener ships.

e Presentation by Mr. Edwin van Hassel (Antwerp
University) of the report [C/WP6(2017)8] on the
emission reductions of the three main shipping
segments given international regulation (notably the
EEDI) and other market and policy factors.

ii) Presentation by the Secretariat on possible items to be
discussed at the next WP6 workshop

Following a request by WP6 Bureau members, the Secretariat
prepared a room document with a tentative list of possible items
to be discussed at the next WP6 workshop.

Action: Delegates are invited to discuss the report and the
possible topics to be discussed at the future WP6 workshop
should the WP6 decides to choose “green ships” for its topic

COCKTAIL
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C/WP6(2017)8

Room document 4:
recent IMO
regulatory
developments

Room document 5 :
potential issues to be
discussed at the next

WP6 workshop



9.00-9.45

09.45-11.15

6.

Ts

Wednesday, 19 April 2017
SSU - latest developments

WP6 delegates agreed at the December 2016 meeting to
continue monitoring closely the work of the IWG and to
continue the suspension of the Informal Expert Group (IEG),
with further more in-depth consideration to take place at the
WP6 April 2017 meeting, notably accounting for the outcome
of the discussions at the March 2017 meeting of the
Participants to the OECD Arrangement on Export Credits.

e Presentation by the EU on the latest deliberations of
the IWG.

The WP6's Informal Expert Group (IEG) on the Sector
Understanding on Expert Credits for Ships (SSU) is currently
suspended, pending developments in the multilateral export
credit discussions taking place under the International Working
Group (IWG). This item offers delegates the opportunity to
share information on the IWG's deliberations, with a view to
decide on the IEG's status.

e Update by the OECD Secretariat (Export Credit
Group) on the discussions and possible decisions at the
March 2017 meeting of the Participants to the
Arrangement on the Officially Supported Export
Credits regarding the issues related to providing
support for ships under standard Arrangement terms
and SSU terms.

Action(s): Delegates are invited to share information and
decide whether to continue the suspension of the IEG.

WP6 Instrument Review

At the December 2016 WP6 meeting, delegates agreed to
conduct a thorough revision of the 1983 instruments. Some
delegates also asked the Secretariat to provide additional
elements regarding the possibilities to restart the negotiations
of the Shipbuilding Agreement (SBA). The OECD Secretariat
will present a document C/WPo(201/)8 including notably
several issues for discussion for the revision of the 1983 WP6
instruments and about the Shipbuilding Agreement.

Action(s): Delegates are invited to discuss the report and

decide which options to follow regarding the revision of WP6
Instruments.

12
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11.15-12.20

12.20-12.25

12.25-12.30

12.30

8.

9.

10.

Discussion on the ongoing and future WP6 projects

This agenda item is dedicated to the discussion on WP6’s work
in 2017 and 2018, notably the theme of the 20 November
workshop which would be part of the first OECD Ocean
Economy Week which will take place on 20-24 November
2017.

e Presentation by the Secretariat (Environment
Directorate) of the the Task Force for the 2017 OECD
Green Growth & Sustainable Development (GGSD)
Forum on “Greening the Ocean Economy”

e Presentation by the Secretariat of the Economic

Analysis and Statistics Division of the Directorate for -

Science, Technology and Innovation (STI) of selected
work on Global Value Chains relevant for the WP6.

e Update by the Secretariat on ongoing and future WP6
projects, including ship recycling, excess capacity,
local content requirements, global value chains,
timetable for WP6 mandate renewal, and contribution
to the OECD Ocean Economy Week.

e Discussion on the potential theme of 2017 Workshop,
possibly “green ships™ .

Action(s): Delegates are to discuss the ongoing and future
WPG6 projects ‘

Other business

Dates of next meeting

Shipbuilding workshop on Monday 20 November 2017,
followed by a WP6 meeting on 21 November.

Action(s): Delegates are invited to note the dates of the next
meetings.

Close of meeting
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Room document 6 :
Invitation letter to
join the Task Force
for the 2017 OECD
Green Growth &
Sustainable
Development
(GGSD) Forum on
“Greening the Ocean
Economy”

Room

document 7 : draft
annotated agenda for
the GGSD forum on
Greening the ocean
economy
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REPORTING QUESTIONNAIRE REFERENCE YEARS: 2015-2017
Country/Economy:

CHINESE TAIPEI

» IREBURT S AL

1. Type of the measure of support
[see Explanatory Note 1)]

K:  Support for Research and Development

2. Authority/agency responsible for the
measure and legal authority
[see Explanatory Note 2)]

Ministry of Economic Affairs (MOEA)

3. Outline/explanation of the measure
[see Explanatory Note 3)]

MOEA grants research funds to a non-profit research firm, the Ship and Ocean Industries
R&D Center (SOIC). Its purpose 1s to promote the general technical capability (through
technology transfer) of local small and medium-sized ship and boat builders.

4a. Monies actually committed each year

[see Explanatory Note 4)] Year 2015 Year 2016 Year 2017
National Currency 86.853 43.204 43,111
USD 2.8 1.2935 1.369
Exchange rate [ /USD] 31.41 33.397 31.5
4b. Maximum financial exposure at end of each
year
National Currency 0 0 0
USD 0 0 0
Exchange rate [ /USD] 0 0 0

5. Start and end date | Start date; [7] 1991 / End date; on-going

6. Notes (if any)
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EE(ZIF4ENH (Compensated Gross Tonnage, CGT){4EL

&8 Ry 25 i iR 1 By A

R Ao 7t F o |BEA) | AbRofEEE | F O |[ERE)
0 | 4,000 | 1.70 0 | 4,000 | 1.85

4000 [10.000 | LIS | oo [4.000 [10.000 | 135

10,000 30,000 [ 0.75 | " k) [10,00020.000 [ 1.0

B G | 30,000 | 50,000 | 0.60 Y 120,000 | 30,000 | 0.85
(HeZEIE) [ 50,000 | 80,000 | 0.50 30,000 | LAE | 0.70
50.000 160,000 0.40 | - [ 0 |74.000 [ 2.05
160,000[250,000[ 030 | (# [4.000 [ 10,000 | 1.50

250,000] BLE | 0.25 Y [70,000] BLE [ 1.25

0 | 4,000 | 1.85 0 | 4,000 | 1.85

4,000 | 10,000 | 1.30 4,000 | 10,000 | 1.20

10,000 | 30,000 | 0.85 | #xf®& | 10,000 | 20,000 | 0.90

s Ensihgs | 30,000 | 50,000 | 0.70 | (BGENE) [20,000 | 30,000 | 0.80
(HeEEIE) [ 50,000 | 80,000 | 0.55 30,000 | 50,000 | 0.75
80,000 |160,000] 0.45 50,000 | BLE | 0.65
160,000]250,000] 0.3 0 | 4,000 | 1.50

250,000] BLE | 0.30 | Ro-ro | 4,000 | 10,000 | 1.05

0 | 4,000 | 2.30 | Ships [10,000| 20,000 | 0.80

g, | 2000 [10.000 [ 1.60 | (&) [20.000]730.000 | 0.70
E%DS'D %E(%z 10,000 | 30,000 | 1.05 30,000 | LLE | 0.65
S [30.000 [ 50,000 0.80 under | 4,000 | 1.10
50,000 | 80,000 | 0.60 | et | 4,000 | 10,000 | 1.75

80,000 | BLE | 0.55 | (#==0#) [ 10,000 ] 20,000 | 0.65

BB | under | 4,000 | 1.60 20,000 | 30,000 | 0.55
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(dwt) | 20.000] 80,000 [ 0.60 | ighiie™ [10,000] 20,000 | 2.00
80,000 [160,000] 0.50 | = [20,000] 40,000 | 1.60
160,000] LLE | 0.40 40,000 | 60,000 | 1.40
0 | 4,000 | 2.05 60,000 | DLE | 1.25
N 4,000 [ 10,000 | 1.60 | ., .. 0 | 1,000 | 4.00
3 & > A=)
BAEEIHR 70,000 20,000 | 1.15 | “9% 8 7000 3,000 | 3.00
fit I )
(e | 20.000]30,000 | 0.90 \ 3,000 | BLE | 2.00
" [30.000 50,000 0.80 | [ 0 [ 1,000 | 5.00
50,000 | BLE | 0.70 éﬁf 1,000 | 3,000 | 3.20
0 4,000 | 2.05 (%E@ﬁ) 3,000 | 10,000 | 2.00
ot s | 4000 [10,000[ 160 | ™ [10,000] BLE ] 71.50
beu‘% 10,000 | 20,000 | 1.25
b=
semp 20,000 30,000 [ 1.15
( " 530,000 [ 50,000 | 1.00
50,000 | BLE | 0.75

BRI © OECD
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E R B R WAL (Gross Tonnnage, CT) B 2 Fy {2 1E 48
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2016 4F BN AL g 7 2 (Community of European Shipyards
Associations, CESA FHij& B Association of West European Shipbuilders,
AWES) ~ H &AM M4 e (Shipbuilders’ Association of Japan, SAJ) K
s R AL it & (Korean Shipbuilders Association, KSA )Ff3:[E]E]E
HRAE TEZEI (CGT) 2147 > i =T AL S E4U(E 2B 7500 ke 5 AfEH —
B tE—r &A% E48H OECD Council Working Party on Shipbuilding
FrER AR A - HE—8 2 8 U EE AV B TE SN A% - A6 2007 4F 1
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1. FEERBATHECAREEN 2 EIESRAER - R — 7RG T RE AR
W

2. AEFFRILIEEENE (DWT ) R B0 7 ~ B8 S S0 LAKRIE (GT) Ryt =t -

FHRE IEAENE 7712 F (GT=A x GT’

Horr(A - MRS - (B © 1EEUARED - (B A BASTEARE - (A8 B ARZATEXR

N 2T R

=hip fype A B

{4l tankers (doukle hull) 48 0.57
Chemical tankers 34 .55
[Bulk carriers 29 0.61
Combined carriers 33 0.62
eneral carga ships 27 0.64
Reefers 27 .68
Full container 19 .68
Ro ro vessels 32 0.43
Car carriers 15 0.70
LPG carciers 62 0.57
LN carriers iz .68
Ferries 20 0.71
Passengel ships 49 0.67
[Fishing vessels 24 0.71
NCCY d6 .62

PR E TR S Ryl i 2 88 S0 TP (L BRI - ITTERT RS AR IS
Ry o



&7 A EEHCER () SRR KB BN 2 W7 B8 H 8 Z (B IR 22 B4

T :
‘Dld CGT Systern New CGT System
DWT GT Factor CGT A B GT CGT

Bulk camiers) 77000 41000 0.5 20500 | 29 061 | 41000 | 18888

Full container] 18900 15200 0.9 13680 19 068 | 15200 | 13256
21700 15700 0.8 12560 19 068 | 15700 | 13551
51300 43500 065 28275 19 0.68 | 43500 | 27097
FI6R0 65600 065 42640 19 068 | 65600 | 35830

|
| 200500 105000 03 31500 | 29 | 061 | 105000 | 33522
|
|
|
|

EFERE DB A AR CGT /) » A COT 8K -

2016 FHEE - ARG AR/ NH(WPO ) FEE Ry B IEAEMARYH7E - Zd B2
Ak CHRRHME 2017 - 6 H 8 HFTEBARY JECKU(Ry HA Japan ~ BUHE
European Union » §1E China ~ ¥ Korea » DU FEE U.S. &M & ivEl
PRE ) S TR R DU WP6 BIZ3EIEZULAE/NGHEA 2018 4
JEE AR SR R = -

(=) JEE BRS A EH th FUS e TR R N — (A {EEE - E ek
BB AR &
1950 45« TSR BN S 5N 50%/ 50%F57
1973 4 F—REHRAHEHRE -
1978 4+ B R EHA MG -
1970 AR « BTG ETEIR » Frin(ER AR -
1980 X+ BIOM & ARG 2 KRB M) - SEUSEMSE PR & -
1980 F-AFHI~1980 AR « IEMRAUBRFRIRETR - AR
JREREE o
BION * BURFBRLGTR  $HEALSEAY ARG > 5T 2 BIZ IS MSERRIGIEE
TEER ~ Bt AE N SFRE R R BUARRE RS
A > RN R R AR R S AL R e =
HA - SR ERE > RIS E  —EHitREE A ME
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1990 F-AX « sREIEARE BT -
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N’ of Docks

2000~2008 4 : FrisMEBIFA AR D - SR A EE - H
2008 £F ¢ MRS T B 2R 36% o MEALEERERRG KR TR -
TR -
2008 4 © B2 LB AR - REREREESRNRLEE - RERENEIRL -
2008~2017 4 : JEMTHT B AR R 2% - A ER KRR -
2010 AR+ B REREREF 2 AERRART - H AR S Of -
P2 IS RS AR R SN IR ~ 2R JIES& T B - 2 B s A
SEfE o BUTTEEEATRAIVEBSR BN A - B 3BT -

1. BSEEADHER(Very Large Crude Carrier, VLCC)fRg

(1) #&Eq
sEEIALIRR IS 6 I BARE EAHRALS - R AE
TRFUI(UTsan) i S (ERERES - FAE T =8 (Samho ) fitii 2 {7
FEG - BRAEE LREJA (Mipo) AL 4 EZEMNIS » KT EMERE LM
(Okpo) ftih 2 {EEMS » =B E TE (Geoje) ik 2 HIEMIS - 2
{35 - e (STXO AL 1 [EAEMES - 43T 18 (EGAS RF I A
Dl is B e - 4118 1 B e

5| VLCC Docks in Korea
5
® Building Floating dock
, 2
3
2] 2] HE
2
0
Hyundai H.l. Hyundai H.l. Daewoo SME Samsung H.L HMD STX

Ulsan Samho

[l 1 FRER AL R A A B AL HERA ISR R B > AR © OECD

(2) JEq
FEIARELE 1994 S KBS AR Braa G B AR > 21 2017
FEOA S50 EmT DU E ERDHERIMES - 218 2 Fs -
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N° of VLCC docks in China 1994-2017
_____--.Illllll“|||||||

2 1994~2017 SR eSS 7T DS ERDHEREEE » 2RKR

60

50

o o o
=r 18] [

42040 3J1A 40 N

10

0

LT0¢
910¢
S10¢
t10¢
€10¢
<10g
T110Z
0T0¢
600¢
800¢
£00¢
900¢
S00¢
t00¢
€00¢
200¢
T00Z
000¢
6661
8661
L66T
9661
S66T
t66T

* OECD °

21



H AT EUREEEA 29 Sl ~] LU S BRGS0 (E ST
5 BHRIEA 3 KEE - 5 6 [EEAEGEEET - > 408 3 For - K
HOTERERJTE T ~ JTEIARE T ~ STX KECACRIM - (HREREL
R Ry AT A -
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VLCC Docks in Japan
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(4) tp HEgn] DU B ADHERH SN R ANS - 206 5 B -

VLCC Docks

m Building ™ Floating dock Repair M Reduced Output

]

10 20 30 40 50 60
N° of VLCC Docks

& 5 o Hegn] DU S B R Y i AR S S - ARJE © OBCD -
& 1990~2016 FEMETEHAVIMAZKRE > 2016 FF2F(EH 511
R RLETEE > 221 1990 FELIRR(KMET R » & 6 s -

N° of Ships and GT Ordered per year 1990-2016
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HERE BN S B ARE - DAEREMR{L (dwt )5T5 > 2011 4
Ryt 0 2016 FEREREES] 33% - ANlE 7 Fror

Korean Shipyards - Deliveries in Dwt per year

70,000,000

Korean vessels intended for foreign shipowners: On Order:
8% of the Korean-built vessels are controlled by 78 million dwt,

Korean shipowners 17% by Korean shipowners

2011; 53,402 474

Top 3 Korean yards alone have reduced
0,00 0
SO capacity since 2011
Medium-size shipyards (STX, Sund i
40,000,000 edium-size shipyards (STX, Sundong,
SPP) are subject to liquidation or court
receivership
30,000,000
Smaller yards have been liquidated or
shut down
20,000,000
o I I I I | | | I
U nihl .

1990 1992 19394 1996 1938 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020

BO,000,.000

Diwt

7 HIRRERALI R SR » DABREEMENL (dwt)ET5 - 2R © OBCD -

ST R BEEA 33 MR BRTUYA 16 SRR E -
7€ 2008 F£F] 20107 4 3 A - wEEZEMEL E A= 223 -
1. 214243/ (21ST CENTURY) (FEERR)

2. KEEEM(DAE SUN) (¥ BRTET)

3. KEgEAS(DAEHAN HAENAM) (% > HEET)
4. KF#EMT(DAEWOO ) ()

5. DONGBANG( [E&Ji#% )

6. FRHESSILIRER(HANTIN BUSAN) (‘23 H7)

7. FRAETEALMYHE (HYUNDAT GUNSAN) (% » 6 H#EET)
8. HUEE TRJAAERL (HYUNDAT MIPO) (&%)

9. FRMEE T = HRH(HYUNDAT SAMHO) ()
9. FRMEE TREFLLAM (HYUNDAT ULSAN) (&)
11. ILHEUNG(BAg)

12. TINSE HI(FR)

13. KOREA YANASE TONGYEONG( BfJ#7)

14. MOKPO S&E ([Efliz)
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15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.
28.
29.
30.
31.
32.
33.

ORIENT SHIPYARD ([EM%)
POSCO PLANTEC (B#g)
SAMHO SB( Iz )
SAMKANG M&T ()

— FLEE T (SAMSUNG) (&)
SEKO HI (FHMg)

SEKWANG HI MOKPO( BEJ#%z)
SEKWANG HI ULSAN (FB#i%)
SHINA SB (FBH)

SHINAN (Bf%)

SLS SB (FM2)

SPP GOSEONG (= » HAEMET)
SPP SACHEON (> HEIMZET)
SPP TONGYEONG (‘=% » HAEL)

STX O&SB BUSAN (1)
STX 0&SB JINHAE (‘&)
SUNGDONG (‘& 31)

TK HEAVY (BH)

YS HEAVY (BH)
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0

¥ o EAS AR A B AR - DABREE MR (dwt )5T5 > 2011 4
Ryt 0 2016 FEREREES] 48% - ANlE 8 Frr -

Chinese Shipyards - Deliveries in Dwt per year

Chinese vessels intended for foreign shipowners: On Order:

26% of the Chinese-built vessels are controlled by 83 million dwt,
Chinese shipowners 41% by Chinese shipowners

2011 68,758,528

Since 2011, 27 shipyards in China have been

bankrupted (25 closed downed and 2 were

re-organised), leading to a cut in steel

handling capacity by 29% (-4.3 million ton of

steel).

Only 2 small state-owned shipyards have

been closed down, all other closed shipyards

were privately owned and lacked support

from the government. |
__--I-IIIIII|IIII|| I

1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020

8 o BRI SR A& > DABKER AL (dwt )5T5E > 2 OBCD »
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EAE 2011~2016 FRAMHIERELATT
201 14F R
Blue Sky Shipyard(GHiT#)
Jiangsu Shenghua GT#RE)
Nantong Huigang GTERE)
Zhejiang Hengyu(HT4)

201 24F BRI

Nantong Qiya(JL&R#)
Zhejiang Jingang CGHITE)
Zhejiang Judger (HL1%)

20134

Hubei Jiangyan (GHIIE4)
Zhejiang Haitian CGHITA)
Zhejiang Haoyou (L)

20144

Fujian Guanhai(f8EE%)

STX Dalian(ZHEE%)

Sugang (VL&RHE)

Suopu (VLERE)

Rushan(LLIEE#)

Shandong Huahai (LLIEEE)

Shengfei (re-organized) (LLUBE#)
Weihai Samjin (re-organized) (LLIB)
Yangzhou Huamei (JT&RE)

20154F
Jiangsu Eastern (JT#FRE)
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Mingde (JT&F®)
Rongsheng (JT#RE)
Zhejiang Zhenghe (HIIT4)

20165ERHME
Sainty Marine (State-Owned)(JT#FZ)
Yangzhou Guoyu(L&RE)
Zhejiang Wuzhou (&) (HLA)
Zhoushan ZCHI(GHIL#)
i H AN T A ERE - DAEENA{ (dwt) &5 > 2010 4
Ryl - 2016 FEREREZES] 34% » 4kE 9 s -

Japanese Shipyards - Deliveries in Dwt per year

60,000,000
Japanese controlled fleet: On Order:
253 million dwt delivered 50 million dwt,
50,000,000 28 million dwt on order, 46% l.:n,r Japanese
80% at Japanese yards shipowners
40,000,000

2010; 33,008,288 dwt

i 2005-2012 Average
c;; 30,000,000 29,312,079 dwt
-34%
20,000,000
100%)000||‘|‘|||‘||‘| ‘l

1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020

=}

9 HAH 1990-2016 FETHE
R HAMBORER SR ER AL BRI GO 1E
o DU RIYNBIFEE TR > RS s ekl - Hop{EH H A
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RARRE 5 TG SN RS e e 28 RE S DRI AL - H RTEERE & H AR
i -

54N > HA TMU SR 2013 45 1 A 1 HBar > s H A
REAAEIZS GOFESE - HRE A RS EBEEINS/EE
fitt > EHARSE T RHVERTEE -

IMU ZERE S EIRYFE S i P nT LUE WIS 1853 A » &0 H AR
FJ115 (Ishikawajima Shipyard)iEfEmg - BERIE 1893 FEE A A
J1 By 250 52 AR > 1960 FEATOF B RN MR s ) || S5 FB R B TR N
] (Ishikawajima-Harima Heavy Industries, IHI) > JREEAH
FAJEHY THT 35/ 5 1995 FH0F A B AR S—RIEM A B L E T
frtzR Py » 44k THI Marine United (IHI MU)AE] » EHp3:
2 TSNS 1893 FERITHY Uraga AL -

S EEMNEENERE > 7Y 2002 FRILHVIRIR S A H]
(Universal Shipbuilding Corp.) > ZB45& T 1881 HFEKNIREE
BT ARS8 T » 1943 S5 24 By H IS/ 5] (Hi tachi Zosen)
DUKe 1912 HERITHY H A& /2 5] (Nippon Kokan, NKK) » 1940 £E4¢
DFiEES RE8 T (Tsurumi Iron & Steel Works)f&RIGHIABERAEL
H] 44k - (B 1988 FEFRIE H A E A 5] (NKK) [ 44 - 2002 F-H
S DAREAE] TFE Se H L3S RS R A 5] IR A fF R ERER S A
AR

2013F 1 A1 H  EB=REMAFHEEHMAEEARE
AR TMU ZEAN SR BN 7RG 73 A2 THI MU /Y 5% (Kure )
ftil » HIZEMEYAE I (Ariake) L - DR HASHIE AY3E (Tsu) it
T > IMU A& 5B A0E 10 Fror e
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Corporate JMU in Japan

* From 1" January 2013, JMU set up by miegraton of Universal Shipbuilding Corporatton (USC) and
IHI Marine United ( ITHIMU )

* Long History in Shipbuilding : NKK+Hitachi / [HI+Sumitomo

LS LR
LSy s miley LE L =t e m T
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Mg L it R i e
> @
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ol e [T e

1851 1543
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Ngrm Sgrp ity Wl paa s S . i e B i 1 1"}:15

JMU

h:.- &y ir el M .:.-11-43-.-.. i i i bt iy v “
. 1960 rreg s ———— 2013
F R s - el rE T
1053 1545 s -|.uu . -r--a ||;-un=_ 4-- s
p— SR ————— & g Wy 2 L
— et T 0T #
e 2002
e Sy g s Boadrairt i M gt s el S L
1097 R s il =l

gy B L etalited

& 10 HA MU ZE AR B FEE S 5% Fee
P BRSNS T 5 I R AL AT AR ~ BT K w2 - DLEAR
s 2 > SRR > A SR ERE AR R TR IR > TH
S TERERE R SOPHVAENTEERE ~ TP EDRFRE 20%HAEALEERE ~ HAS
TRFJRAES 30%HTASALEERE
B E T H RS RAERIR R > A MBS ISR - BLEX
JHL 1970~1980 FREMAIALIEAES - B A SN B - ¥
IARAIEM TG AR - ERGEZFHEEER - JFEE - HIEER
x> PRI IEENEMESE - TS IrEEEE -
BRI BT ARR (5 RV - (AR MTREL
A TIHERE - R BRSNS 2 BB K - — A 2018
FELAAT - ISR S R (R — ey
(M9) BURF Bl AL S
AL T3S —(E B PR M SRy 1726 - Il L Afa Ty 84
S~ EPHERLEA > H IS SN Z RS T ITE o Ryl
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BB 2 Z [ fEZE - OECD Falpe1r g ft TIE/NH (WP6) » &1
St RH—(EERFR M AEARAH AR - T2 BURE R s RIS AL TR
REH A F BT - RS AR -

AT TAE/NH(WP6) AL 1% » B JethilE B | = (I Sk
1. "RELfAH C{E 1Y% (Understanding on Export Credits

for Ships) j» A 1969 FEiE# » &8 1970 4F ~ 1974 4 ~ 1979 =
KIS -

2. T BRI SR L3R 0 UM 52 B 1 75 3 B Y 48177 %€ (General
Agreement for the Progressive Removal of Obstacles to
Normal Competitive Conditions 1in the Shipbuilding
Industry) ;> 1972 G > 1983 S -

3. T RHIABUR S M BRI — A 45 B Al (General Guideline for
Government Policies in the Shipbuilding Industry) ;> 3 1976
AR > 4% 1983 FF{ELY -

WP6 Firid S HY = (228G - — B2 BPRIE AL T E SR - BEAGR
ZIEEEAR I INIEET ~ FET-B (B I FUS AT TSR AR RS 1970
FAREREREECEA AR - EEHENEZES]  FilZ "Rk
ffa H CUE BV ERAE S 255555 A 8 Bl &2 K0T #E
5F 5 BB A REAI AR RS RHVEEIE A - NS RE TR
HYBRTT - 58T 20T UG AL B B o B G AL TSR RTTERE) > 572
REZAREERNET - 5 [ EREEREEN T — ISR
AN o

KRR B & B R - G IR/ NEEATHIE T " BRI PSS
B ¥ IE B P 6% 40V 17 7 (Agreement Respecting Normal
Competitive Conditions In The Commercial Shipbuilding And
Repair Industry) ;> &3X4Y 53 H - BN FHERAE OECD 4H4% &1 E
A R F T BIFE B XRE Fy " OECD Z&RfihE | B2 " Bl EAL
e |-

FIFEISEAL I E NS E BT » ¥ OBCD i T/ NI
=R EARLS - WA B P IR T BUE R - 2 OECD &
A TAE/NH R LAZK » BT pls B — S R A e - TNt S
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fiti st B2 5 Rk s A B I —(EE - BV EEAR - e
HELGEBUHSATEEUR ~ RE USRS - &
TLEEE A PRI BRI SRR - m] DA ZRE R - AR (R AT SR
[ B & A ARG TR E R S B TR T e —3 -

1996 4 - fEREE &S E SO T - HEUEAL
fARE SEHHIBER - B SRR RSN SRAIRE - SR BURFHYRTTSR
& EEEEA H AR SR A R o AEEERAT HAHYHES T - OECD
AEMTAE/NGEAE 2002 45 12 F AEA R T B S W BB R A A M 1 12 356

5

HE
—
o

TSI K R ERBEBUR R IS R ERAE BOR T A RIS S T2

MR A OECD ZERE TAE/NHR R S BRI -
(1) BUMERHRIEIEALE SEBUR

ARGAE » Gk P IR R — B AT AR S MR EUR A

((SNEsy I
1. B K

R RE— 7 — B IBOR » BUILBUR R % - 20t TN
WA S R A BN - (EERES S PR AR AV AL T WA RS © 5
BAE 2020 FRTZIER 40%H S S imftREETH « 359 FUBTETH -
UK R AR A 223 TP R N T0%REAEET 55 -

{5 OECD #EAh LIE/NHEAR I & E R - [ H R 10 KB
NERZIRTT > 1Y 2016 42 LHEE 150 EETHERIFHE > Hr 64
(EFEITTHN TR RET ALV E - RITHY 51 EETHRERE
WEEDHTAL - HEEHE TSR EIRE e - S50 REIREEIRTTIR
teft 30 (ERTTIF RfimE R REE A -

Hor 55— B o B o B OK BE A HY C1$R1T (China Export
Import Bank, CExim) B [E K [ 42 /& 2% 42 B (China COSCO
Shipping) it 2016 4 8 HEsT & Flkak @ 26t 180 (B=c&E® » 1F
Ry G RE S 50 R R o HAEA h BIRRE#E H T SR1THE (L 10
AR Gilm (VLOC) fRF &30 (Mor t gage Finance) @ FFAEALELY
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2R GBI MTREE LR N 2t - DL BEHF AT - 2016
FERBNES] 2.3 ([B570 - HprPEIKEHR REERERS 1.16 &
FEICA ARG -

2. 3EH]

HIEEFHSEFEJFE A (Energizing American Maritime Act) °
FORAE 2020 FLARTEE 15%RALRIRF(LNG) SRRy - LA
FASAEIEE (US Flagged A » 2025 FFHER] 30% (R EATEZE)
FRIEBIREIER) » RAREZLEZOR E A BRI -

3. A
BIFEREIRE VAR - PR # A R R BUN i B FE i -
(7)) HHEBUTE G LR R TIEA E

AR OECD &3 » BN EUF R R T 50 - H AT
AR ESE -

HA KB Ry » SRBBUE R TSIV T E 2N AR
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FESRATRISREE L I ERTAE 2015 R RFIEARAE T 4.2 JkegoT
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& (CESA)BbE R Douwe Cunningham i » EEBOMMBELIRT
R IR ERESF A% (H1E B AT 23RS R R B & 5
T 0 By T RE(EAERL N T CESA R BIEUR 12 B K F s fis e
e

HHVESE - SEBUN TR - SR TFIEAL R B SR e B (E

34
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0.4 JkEETTER - PUR 1.8 JReRITIRERC ) © SR
SRTT (K-EXIM)$2BEATEMG 0.3 JRe#TTER LU 1.0 JkagyT A
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(2) HSBAE B TAERERE -
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TE/NAERSEFE - BT g OECD A+ 2 S THEE) -
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>> Purpose of the informal summary

« This is an informal summary of the 124%
session of the WP6 meeting held on 18-19
April 2017.

« Its purpose is to remind delegates of key
dates and next steps.

« A formal summary record will be prepared
shortly.
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> QOutline of the informal summary

Adoption of the Agenda
Approval of the Summary Record
Supply and demand analysis
Policy developments

Green ships

SSU

WP6 Instrument review

Future WP6 projects

Other business

10.Dates of next meetings

bR R B LN S L

> Iltem 1 — 2: Agenda, Summary Record

»Item 1: Agenda

— WP6 adopted the agenda including
additional presentation by Vietnam and Japan
at session 4 1i)

» Item 2: Summary record

— WP6 approved the summary record of the
123" gession.
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>> ltem 3. Supply and demand analysis (1/3)

« Mr. Francois Cadiou (Barry Rogliano Salles - BRS)
presented some of the findings of the 2017 BRS™ annual
review notably on shipbuilding capacity cuts. He notably
highlighted in this presentation the severity of the
current crisis.

« Ms. Karin GOURDON updated delegates on the report

[C/WP6(2016)6/REV1] on Imbalances in Shipbuilding,.

» The WP6 agreed on the proposal by the Secretariat to include
two methodologies to calculate capacity

#» The Chair concluded that the WP6 agreed on the declassification
of the report including comments expressed at the meeting and
to be sent to the Secretariat by 14 May.

T AprapT

>> Item 3. Supply and demand analysis (2/3)

» Mr. Nick Johnstone updated the WP6 on the project with
China’s Development Research Centre (DRC) on
Industrial upgrading for green growth in China, and
indicated notably that the Policy brief and the Synthesis
report would be released after July.
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>> Item 3. Supply and demand analysis - cgt
(3/3)

Mr. Michele RIMINI updated the WP6 on the results of the
questionnaire on the CGT system (room doc 1), while Mr. Laurent
DANIEL introduced the proposal to establish an informal working
group on CGT and capacity measurement (room doc 2).

* Ms. Jenny Braat (Danish Maritime) presented the cgt system. She
notably mentioned that cgt is a unit of measurement intended to
provide a common yardstick to reflect the relative output of
merchant shipbuilding activity in large aggregates.

—  She supported the establishment of an OECD working group on cgt to decide how tomake a
revision of the existing system and to make it

* Delegates expressed their wish to clearly set the objectives and
ensure the participation of China, and asked the Secretariat to invite
the major shipbuilding economies to participate in the process and
possibly draft revised Terms of reference for the informal working
group.

*» The Secretariat will report on the progress made at the next WP6
meeting.

TalgwIDIT

> Item 4. Policy developments i) (1/2)

WP6 Inventory of subsidies and other support measures and
report on support measures in other economies:

1. Mr Kei ITO (OECD Secretariat) presented the 2017 update of the
Inventory [C/WP6(2017)3].

= Japan asked the Secretariat to add a table in Annex 1 showing the measures
reported including measures that have been withdrawn.

2. Ms Karin GOURDON (OECD Secretariat) presented the report on
support measures of selected economies not participating in the
WP6 Inventory [C/WP6(2017)5].

= Delegates made several reqoests to improve the report including suppressing
paragraph 15, contacting relevant governments, checking properly sourees and
information reported, including possibly elements from the EU market access
database, and incloding measures that distort free trade, The Secretariat will
prepare the next edition of the report according to the proposals made in its
presentation and the remarks by delepates for the consideration of delegates at
the spring 2018 WPH meeting.
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> Item 4. Policy developments i) (2/2)

Mr Kei ITO %:'Esente‘dla proposal to extend the WP6 Inventory
coverage to the provision of finance by governments
(including SOEs) more widely. [C/WP6(2017)5].

— Japan tentatively supported the option 2. Korea asked some
clarification on what means « non confidential information »
and mentioned that it has no mandate to decide and 1t should
differ its decision. EU proposed to submit to the Secretariat
some information on tﬁe e minimis threshold stipulated in the
EU State Aids Rules. Sea Europe asked a question on how we can
define more favorahle conditions when there 1s no other forms of
financing.

— The Chair concluded that the Secretariat should prepare a
revised version of the document 5 on the basis ng:l the comments
by delegates for a new discussion at the 21 November WP6&
meeting.

2 =M 0T

> Item 4. Policy developments

ii) Roundtable on policy developments (1/2)

a) Presentation by the Secretariat of a proposal on a
structured process regarding the questions and
answers on policy developments affecting the
shipbuilding industry in selected economies.
C/WP6(2017)7
- DEIE&?[E agreed on the proposal in the document

CIWP6(2017)7] except on the fact that the answers should
e necessarily “In writing”.

— The Secretariat noted that the first sentence in the c) of the
paragraph 5 in the document should be moved to the b) of
the same paragraph.

— Delegates decided that questions on the market sitnation
will be discussed at a specifie session on recent
developments in the shipbuilding market.
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ltem 4. Policy developments
ii) Roundtable on policy developments (2/2)

b) Presentation by Korea on selected policy developments in Korea following
written questions received.
— Korea presented the answers to the questions by Japan and EU. Eorea suggested 1o
engage mone emerging shiphuilding economies in WP work. and to further discuss
¥ & future work, including sharing best practices and future orented topies notably
autonomous ships, preen ships, otc,

= The Secretaat took well note of Korea's sugpestions and mentioned that they could be
incloded in the future diseussion on the new WP mandate
= Following a suggestion from Japan, the Secretarniat will prepare a sumimary of the
discussion in the OfcA sessions-and bring i into the context of the instrument review,
¢) Presentation by EU on selected policy developments in Spain following written
guestions received.
= EU answered the guestions by Norway. Korea asked why Enropean shipbailding industry
1n:rfl:mi_u:d s well last vear. EU mentfoned that it was beeanse of the good performanee of
he crudse shup segment.

d) Presentation by Japan on selected policy developments following written
questions received.

= Jupan nnswered to the guestions by Korea
EI} Oral questions and answers on latest palicy developments affecting the
shipbuilding sector

= Vietnam presented the recent policy development in the Vietnamese shipbuilding
Haapeamer industry

> Item 5. Green Ships

1. Mr. Edwin VAN HASSEL (Antwerp University)
presented the main findings of the report
[C/WP6(2017)8] on the emission reductions of the
three main shipping segments given international
regulation (notably the EEDI) and other market and
policy factors.

2. Mr. Kei ITO presented possible items to be discussed at
the 2 November WP6 workshop

—  Delegates decided to discuss at the session 8 after having heard
the presentation on the GGSD

= Turkey notified the delegates about their report on the
Competitiveness of the Shipbuilding Industry in Turkey,
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> Item 6. SSU — latest developments

* The EU provided information on the most recent meeting of the
International Working Group (IWG).

= Ms. Madrid mentioned that the latest WP meeting in Brasilia was attended
by 7 OECD economies and all BRIC countries. She said that various issues
were discussed including the job description of the IWG's Secretary General,
the seope af the shipbui din%aguidelines* and maximum repavment terms.
The next meeting will take place in Washington DC next week.

* The ECG provided information on the discussion at the March 2017
meeting of the Participants to the Arrangement on the Officially

Supported Export Credits,

= [t was notably mentioned that comments from Canada, the US, Japan and
Norway were received, and 2 issues were to be discussed at the technical
expert group (TEP) of the participants to the OECD Arrangement on export
credits which will take place in June.

— Delepates asked the secretariat to clarify the possibility to discuss on the
revision of the SSU at the WP& (not 1EG meeting). LEG mentioned that it
would be possible if participants to the S5U are at the table.

* Delegates agreed to continue monitoring closely the work of the IWG
and to continue the suspension of the Informal Expert Group (IEG),
o yith further consideration to take place at the WP6's next meeting.

> ltem 7. WPG6 Instrument review

* The secretariat presented the discussion paper on the Instrument
review.

* Delegates insisted that the process on instrument review needs to
involve China. Some delegates commented that the establishment of
the ad hoc group and/or discussion on legally binding instruments
have to be conditional upon the China's participation.

* Delegates asked secretariat to prepare a summary on changes in the
recent shipbuilding market and on the past discussions of the SBA
negotiation group.

* Delegates agreed on the process that;

= Delegates will give their initial views on the guestions in the document
[C/WPa{zm7)7] by 10 May

= Secretarial will prepare an official letter from the secretariat (o be sent to Non-
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ltem 8. Ongoing and future WP6
projects

= Karin and Laurent made an update on ongoing and future WP6 projects,

including ship recyveling, excess capacity, Exal content requirements, global

value chains, tmetable for WPA mandate renewal, and contribution to the

OECD Ocean Economy Week. They asked inputs and comments from

delegates on these projects.

=  Delegates pxpressed varions views on the different work items notably ship recveling and

loeal content requirements. The Secretariat will take inbo acoount of the comments {F'I‘u be
merntioned in details in the summary record) in the ongoing and futore projects.

* Nori from the Secretariat of the Economic Analysis and Statisties Division of
the Directorate for Science, Technology and Innovation (STT) presented
selected OECD work on Global Value Chains relevant for the WPa,

= Jaco from the OECD Environment directorate presented the 2017 OECD
Green Growth & Sustainable Development (GGSD) Forum on “greening the
OCean economy’ .

« Discussion on the potential theme of 2017 Workshop. Delegates agreed on the
theme proposed by the Secretariat for the 2017 Workshop (green growth of
maritime industries). Japan supported the inclusion in the agenda of the ideas
from Korea (notably smart ships, autonomous shipping, ...). The Chair
concluded that the Secretariat will prepare a draft agenda for the workshop
including ideas mentioned by WP6 del?:gult-ﬁ.

Zh=fge- 2007

> Item 9. Dates of next meetings

« The next WP6 workshop and meeting will
be held in Paris on 20 November and 21
November 2017.
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>> ltem 10. Other business

» The Chair thanked Mr Akihiro Tamura
(Vice Chair from Japan) who served twice
as Acting Chair of the WP6 for his
contribution to the WP6. The designation
of a new Vice Chair will be done via
written procedure.
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The decline in global shipbuilding capacity
What to expect in the next decade?

OECD COUNCIL WORKING PARTY ON SHIPBUILDING

PARIS, 18 APRIL 2017

D)

DISCLAIMER

This information is being compiled from market sources collected by BRS. Itis
for general market information purposes only and can not be used for public,
legal or financial disclosures and can never be shared with a third party
without the specific permission of BRS. While all reasonable care is taken in
the preparation and collection of this information BRS does not accept any
liability whatsoever for any errors of foct or omission or opinion, or for any
foss incurred by any person who may seek to rely on this information.
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The decline in global shipbuilding capacity
What to expect in the next decade?

1. Some Historical Background p.4
2. Market Shares 1990-2017 p.7
3. VLCC Dock Evolution p9
4. Current Shipyard 5tatus p.14
- Korea
_ China
. lapan
5. Outlook p.-26

HHI, South Korea

‘ fﬂ?th SOME HISTORICAL BACKGROUND

Some historical background (1)
& 1970s: Shipbuilding market split 50/50 between Europe and Japan
& 1973: First oil shock
& 1978: Second oil shock
& Late 1970: fall in demand - fall of newbuilding prices

& 1980s: European and Japanese yards heavily subsidized — South Korean yards growing

62



‘.-[ihh SOME HISTORICAL BACKGROUND

Some historical background (2)

& Mid 1980s — late 1990s: after several vears of deep crisis, the shipbuilding industry
restructures itself:

& |n Europe:

® (ountries are giving up: UK, Sweden, France, Poland... with Governments reducing the amount of
subsidies to the shipbuilding industry

& | arge and medium-sized yards will never re-open

& Only European shipyards focusing on small andfor specialised vessels survived
& |n lapan:

& First wave of mergers

& Capacities mothballed

& Some newbuilding yards turmed to ship repair

& 1990s: South Korea shipbuilding capacity grows

& 2000s: Chinese shipbuilding capacity expands (see slide 7 with number of VLCC docks put In
service)

;'} SOME HISTORICAL BACKGROUND

Some historical background (3)
& 2000-2008: Boom in newbuilding activity — Over-ordering
& | 2008: the number of ships on order accounts for 36% of the axisting fleat |
& Sionificant increase in shipbuilding capacity
& 2008: Lehman Brothers fallure — the bubble burst

& 2008 — 2017: fall in demand — fall in newbuilding prices

& 1010s: yard closures in Korea and China — mergers in Japan

& Chinesze shipbuilding industry vulnerable due to the inexperience and unproductivity at several
shipyards. New government programs are imited to support only a handful of viable shipyards {and
especially state-owmned shipyards)
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SHIPBUILDING MARKET SHARES 1990-2017

Shipbuilding Zone - Market Share (% of GT on Order)
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Lfiﬁ_ﬂ' VLCC DOCKS IN KOREA

5| VLCC Docks in Korea

B Building Floating dock

2] a 2t
Hyundal H.l. Hyundal H.I. DaewooSME Samsung M.l HMD 5TX
Ulsan Samho

N" of Docks
[ W

)

]

{ Ei:':;) EVOLUTION OF VLCC DOCKS

Evolution of VLCC docks

N°® of VLCC docks in China 1994-2017
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1994: First VLCC dock built in China
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{ BR_;-]' VLCC DOCKS IN CHIMNA

VLCC Docks in China

Bankrupted B
shipyards
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Bankrupted shipyards: VLCC docks could probably be purchased and put into use again

Lfin_ﬁ VLCC DOCKS IN IAPAN

VLCC Docks in Japan 5
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Result of expansion

VLCC Docks
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Situation Today
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Top 3 Korean shipyards post massive losses

due to offshore downturn I tost 5537, 1,
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(HRS) | womEa

Korean Shipyards - Deliveries in Dwt per year
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Korean Shipyard Consolidation
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Korean Shipyard Consolidation

Artive Shipyards — [Latest spgrades | Cosed Shipyards

@ HH ulsan [exparcied docks 9 and 10 opened in [ k4

thee mid 15505} [ AT
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(HRS)  SAPANESE SHIFYARD CONSOLIDATION

JAPANESE SHIPBUILDING CONSOLIDATION

Mergers in Japan to
reduce capacity

& Only ane simgle yand apen in Japan
{rriaiiari]

P Loverver some exnansions abraad:
o Taunishi [The PRibppnie] and Chind
Wy aiail [Chisa) Pacis e Dueiia)

@ some cteel bloc factories (imabard)

& cplipwing the merger between
Uinivesrsal amd 141 540 fo form JRIL,
theere are discussions about mengers
betsesn Imabn, MHI, Mitul and KH

(HRS) | AAPANESE SHIFYARES CONSOUIEATION

Japanese Mergers: The JMU case

Date of creation
{': Dute of mergers
1912 NKK . .a“"f
e e e e
2002 Universal
1881 Hitachi Zosen
2013 ImMuU

1853 |5-hiHE-WE-j:-iI'FIﬂ HI %
‘F -::?
,.*

1893 Sumitomo Hi >
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N® of Active Shipyards by Zone
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What to expect end 2010s/early 2020s? (1)

We estimate that capacity reductions will continue in the three

main shipbullding areas and could reach up to:
@ 50% in Korea
i 10% in Japan
& 0% in China

Will shipyards re-open?

LA probably, fewer in Eorea and lapan than in China
& Eurapesn yards which clased in 19808 and 19908 never reapened
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What to expect end 2010s/early 2020s? (2)

Wil there be a new China ¢

& Vietram 7 India 7 Africa 7
@ That remaing doubtiul taking into account experience in the boom 2000 years

Impact on shipping markets 7

W e building prices will rise .,

@ |n 1087, & WLOC niwbuilding could be purchased for leds than S40m; just four
wears Later, the same VLOC coat % 100m

W [y Chinese boam in the meantime._just imbalance betwesn supaly and
demand...but snky the Dutore will =il
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ITEM 3.2: UPDATE ON THE
REPORT ON IMBALANCES IN

THE SHIPBUILDING INDUSTRY
Document: C/WPE(2016)6/REV1]

124 session of the Council Working Party on Shipbuilding (WP6)
Paris, 18-19 April 2017

Contacts: Structural Policy Division,

Mr. Laurent DANIEL, LaurentC.DANIEL@oecd.org

Ms. Karin GOURDOM, Karin. GOURDON @oecd.org
Mr. lto KEI, Kei.ITO@oecd.org

> Comments on capacity estimations

* Demand to use same approach as Clarkson’s Forecast
Club: highest yard output over the preceding two years*®

— Leading to lower capacity estimates as it assumes that
the capacity installed in the years of economic upturn
(before the economic crisis) has been reduced or
dismantled until today.

— Same conclusions on global overcapacity and low
capacity utilization rates of yards.

“eapacity_f=man{capacity)_E,tsz]
£, capacity in 215 ks the highest output in the preceding two years, motably 2013 and 2014 ] the vesr 2oa5 itsell
200042017 Our previous approach wis based on the maximum ootpat during the previous 15 years.

74



Change in capacity estimates
compared to previous approach

Global capacity results of previous vs. revised method, 1970-2015

E0,000
= = = revised method

000

pre wnas method

60,000

& 50,000

g

g 40,000

=

E 30,000
0,000 |~ - P
10,000

o4
1970 1975 19B0 1985 1990 1955 2000 2005 2010 20135

Boren! OETD D' o HE Saswal aried Clarady @il Fal Soagoas.

2008]  2006]  2007]  2008] 2009  20i0] 2011|2012 2093|214 s
Difererice in ot 705 734 60 068l [3,712) {5072y [5,583)| [10,241)| (14638 (18,240) I
i % of previcus resuits 10 % % T i T T L

= Lower capacity levels with new approach due to the fact that the output during the
vears of strong economie activity is not included in the capacity estimates after 2010.

2E0452017
Change in capacity utilisation rates
compared to previous approach
Global capacity results of previous vs. revised method, 1970-2015

T = = =reyised method

o8 — ey et Sy Around

g EE st P || 8o%in

i . e r v/ 2018
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aiy
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s

1%

%

1HRn 1975 1980 1985  199Q 1995 000 LU EL] Hn NS
Baren! QECD D' 06 HY Saswal aried Clarkaly @ Pl Ragoias.
P rE—
Capacity Utilisation Rates 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2041 | 212 | 2013 | 2014 | 2015
Difference in parcantags IHS 8.1 B.5 T 53 4.3 4.8 6.3 .5 8.8 14.3 21.4 i
points to previous resullts | Clarkson | 12.6 126 10.5 7.3 5.2 B2 6.8 8.8 10.1 1589 23.1

7 Lower capacity utilisation rates with new approach.

20T
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> China and Korea

China: capacity estimates, 197T0-2015
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-30% in 2015

> Japan and EU28

Japan: capacity estimates, 1570-2015
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Korea: capacity estimates, 1870-2015
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EUZB: capacity estimates, 1970-2015
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Croatia and Italy

Croatia: capacity estimates, 1970-2015
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> Poland and Germany

ol |_||II]I_I_”_

Italy: capacity estimates, 1970-2015
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Poland: capacity estimates, 19T0-2015
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Germany: capacity estimates, 1970-2015
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> Australia and Finland

Australia: capacity estimates, 1970-2015 Finland: capacity estimates, 1870-2015
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>> Sweden and France

Sweden: capacity estimates, 1970-2015 France: capacity estimates. 1970-2015
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USA and Brazil

USA: capacity estimates, 1570-2015 Brazil: capacity estimates, 1970-2015
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Comment on graph about domestic orders

Mational owners’ orders at national yards as share of Mational owners' orders at national yards =& share of
total national owners’ orders st giobal yards by order year, total orders at national yards by order year, country
country
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= Previous graph (lhs) shows demand side and that mostly Chinese and Korean owners place
orders at their national vards.

*  Small shipping industry in Korea compared to China and Japan.

= Revised graph (rhs) shows supply side and highlights that Korean vards are less dependent on

Korean demand but foreign demand.
2042017
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%

Thank you.

200420707

>> Changes of capacity utilization rates
from previous approach

Change in Capacity Utilisation Rates, 2005-2015

Database [CUR 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 [ 2015
s |Prevous 789 825 820 847 787 801 757 695 562 537 566
Revision 38 | 91 | 89 | 9 | 8 | 8S | 82 | 77 | 66 | 68 | 78
Difference Revto Previous | 9.1 | 8.5 | 7.0 | 53 | 43 [ 49 | 63 | 7.5 | 9.8 | 143 | 21.4
Clarkson Previous 734 ¥r4 785 827 788 788 742 672 | 549 | 521 | 5598
Revision 8 90 89 90 8 84 8 76 65 68 79
Difierence Revto Previous | 12.6 | 12.6 | 10.5] 73 | 6.2 | 5.2 | 6.8 | 88 | 10.1 [ 159 ] 231
Bt HE Sassvied dns Chircssy Mokt Fleo! Ao

» Higher CURs with new approach that
amount to around 78% in 2015.

2004097
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INDUSTRIAL
UPGRADING AND
GREEN GROWTH IN
CHINA

Progress Report
WP6 — 18-19 April, 2017

Percentage share of total world manufacturing value

The Rise of Factory China
>> added, 1990-2015

—China — - Brazil - France — Germany —— ltaly

T T A T e P T T T s e o i e

L S L T TN g - ——
— = e e g e i ———
Ry ey — . == i i — — _-_-_-.—--'-_=L_h_\_-

— — T T —

0% —

1990 1985 2000 2005 2010 2015

81




Diminishing Returns? Environmentally-Augmented

MFP in China
: | 3bour === Produced capital
6 s Mafural capita [subsoil assets)l m E AP
W — Pollution-adjusted GOP growth (%) _ - --GDP growth (%)
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Green growth in China (and ROW)?
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Capacity Utilisation in China — Heavy
Industry

B
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CUR CUR CUR CUR CUR
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Evolution of operating profits of Steel-making firms in
China and the rest of the world, 2000-2015
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>> The “White List” and CUR of shipyards

Capacity utilisation rates by vard profile, zo14

Density of CUR by yard profile

iy
5
=
=
(T=]
E -
=
0 20 40 60 80 100
x
China Whitelist ————- China Nan¥Whitelist |
MonChina

= Non-white listed vards with lower CUR than white-listed and non-Chinese vards

Source: DECD based on THS Seaweb (2016)

20-Anr=-2017T
>> But Who Exits? And How Much?
Distribution of exit age by yard profile, 2012-2015
(a) Exit age of Chinese yards (b) Exit age of non-Chinese yards
A\ ’ lll
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Sowrs! DECD based on IHS Seawsb {(2016)
Miote: Exit age is calculaled by subfracling the year the yards became non-achive from the year the yard recorded first ©
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Preliminary Policy Lessons (General)

1. General framework conditions and removal of explicit or

implicit support which prolong the life of less productive (and
more polluting) plants

2. Address the social costs of restructuring — and encourage the
efficient reallocation of labour and capital within and across
sectors

3. Improve the provision of information of value to financial
markets (including risks — environmental and other)

4. Assess and evaluate the effects of policy measures — and

particularly those whose impacts are likely to be more indirect
(e.g. supporting M&A).

5. Environmental policy can also help — take away the “rent” from
polluting incumbents

Preliminary Policy Lessons (Specific)

1. Properly and resolutely address the problem of “zombie enterprises”:

»  For those zombie firms which are also responsible for the delivery of certain
public services, promote restructuring that allows a separation of the
commercial from the social functions and thereby ensure fair competibion.

= Develop a timetable to stop supporting zombie firms in order to allow market
discipline to force them to exit.

2. Facilitate the exit of less productive and more polluting firms:

standards, and urge non-compliant firms to exit the market, in accordance with
laws and regulations.

+ Ensure the efficient allocation of support for dismantling of fixed capital to
encourage firms to reduce capacity and mitigate environmental damage,

* Reinforce the responsibility of local governments in providing social safepuard
and re-emplovability of displaced workers. Integrate laid-off workers affected by
plant closure in the local employment service schemes so as to share the burden

with companies,

=  Eliminate all sorts of barriers to exit, including those potentially arising from
inefficient bankrupley law,

A= 201T
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). A Europe
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The scope and definition of compensated tonnage has been
unchanged: "compensated gross tonnage, cgt, is a unit of
measurement intended to provide a common yardstick to
reflect the relative output of merchant shipbuilding activity
in large aggregates such as "World", "Regions" or "Groups
of many yards".

The cgt-system is a statistical tool developed in order to
enable macro-economic evaluations of shipbuilding
workload to be made at a more correct basis than is
possible on a pure dwt- or gt-basis.

Base ship S

Base ship:

Dwt 15,000 metrie ton

Gt 10,000 ton

Engine output 6,000 PS (MCR)

Service speed 14.0 knots

Complements 25 persons

No. of holds 5

Cargo handling 10 x 10 ton derricks

Ship form aft. engine, aft. bridge,

'tween decker.
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Content ~SEA Europe

|
()
I

§

4. Only direct working hours used for erecting steel hulls
(hull structures and outfittings)and for installing and
performing trial runs of machinery and/or equipment
on board a ship in the premises of a shipyard are taken
into consideration. Working hours used to manufacture
prime movers, auxiliary machineries, cutfittings and
raw materials are thus excluded.

DECT WENT o Shiplalléing 8 Apel ss

Productivity ~SFA Europe

NPT . Y |

b. Productivity differences from yard to yard, company to
company or country to country are ignored. By hypothesis,
the productivity 1s supposed te remain constant at an
average level all over the world. Sistership effect
(cost reduction derived from series construction of more
than one ship having same type, size and specifications)
and/or scale effect (cost savings caused by mass production

DECD W V1 on Shiptaiilding $8. Apeil amir
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A& B f’lCtUl ~SEA Europe

=

The A and B factors are shown in the table below.

|SN9 type A B
il tankers {(double hull) 45 057
mical tankers B4 0.55
ulk carriers 20 0.6l
ombined carriers 33 062
eral cargo ships r ) .64
fers 27 0.68

ull container 19 0,68
Ro ro vessels A2 0.63
ar carriers 15 .70
PO carriers 62 0.57
NG carriers : 0.68
erries 20 0.71
assenger ships 49 0.67
ishing vessels 24 0.71
CCv 46 0.62

OECE W VI an Shiphuilding :8: Apicil 2oz

Method ~SEA Europe

Deviation new to existing cgt for full container vesssals

m1-1“-_-----_-_----__:__-

Nuw.rdu-onl——'.i—rl -~

OECD WP VI an Shipbullding 18 Apel 2o
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Comparison ~2F/ Europe
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Full container ship comparison between old and new cgt
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Fig. 3: Deviations between sample-cgt and formula-cpt.
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Europe

» Revise the current systeni
» A totally change of the cgt system
» Change to value in USD
* Delete the system
. ~2E/\ Europe

« An OECD working group on cgt should be etablish

The task for the group should be to decide how
to make a revision of the existing system and to
make it.
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ITEM 3.4: USE AND

REVISION OF THE
COMPENSATED GROSS

TONNE (CGT) SYSTEM

124% gession of the Council Working Party on Shipbuilding (WFE)
FParis, 18-19 April 2017
Contacts: Structural Polcy Diviseon,

Mr Lavreni DAMNIEL, LaurentC DANIE
fir. Michals RIMINI, Michele RIM

Background

The need {or a revision of the current OGT system was highlighted during the WPa
workshop on 9 November 2015 (C/WP&/M(2016)1)

The Secretariat explored alternative approaches based on second hand sale prices
(C/WPa{2016)) discussed at the 122 and 123 session of the WP6

WPt delegates asked the Secretariat to consult with maritime experts to bettes
understand the use of CET in practice so that the system can be revised by tuking into

pceount current uses and its original purpose

The Secretariat developed an electronic questionnaire to shed liphts on the different
uses made by countries, shipbuilding aszeciations and shipvardzs of the CGT system

Distributed between February and April 2017 to WP6 delegates. 11 answers
submitted of which 3 from governments and 8 from industry associations

ARATZ00T
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Questionnaire results: using CGT to
inform policy

= CGT often used in capacity related discossions, particularly in the case of Portugal,
Italy, Croatia, Romania and Poland

=  Croatin and Poland use CGT as a measure to fix capacity reduction targets, while
Japan and Turkey have used CGT for this purpose in the past

= 1In the majority of countries CGT is emploved to diseuss market imbalances, while in
Croatia and Turkey CGT is also used to decide upon the allocation of government
suppart

*  CGT also nsed for market analysis, measuring industry productivity, estimates of the
fleet’s value

»  CGT also useful to understand the complexity of ships budlt in an economy

ANTAATNT
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> Results: shipbuilders use of CGT

Shipbuilders purposes in nsing CGT

e
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|.u-.-|lu.|| futuse -J-_lw ¥ | ~|+h il we u.r."l-
b i mal ||:n-\. of et cxis trocten
Iejulenidils |5||.|.ﬂ- CirEl=

«  CGT also used to compute KPIs relative to productivity and profitability

* CGT used as one of the metrics to evaluate strategic decisions such as
change in the production mix or conversion inte shipbreaking activities

> Establishment of an informal working group

on capacity measurement and cgt (1/2)

« 2 December 2016: WP6 delegates decided to
follow a light approach for the revision of cgt
: Technical work would be needed

« Draft ToR for the establishment of an
informal working group on capacity
measurement and cgt

« Possible participation of China

— MIIT asked WP6 to collaborate informally on
capacity measurement and cgt

— Bureau members indicated that the participation
of China is a prerequisite to establish the informa
working group
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> Establishment of an informal working group
on capacity measurement and cgt (2/2)

» Proposals for practical arrangements
— Each WP6 delegation would have the possibility to
nominate 1 or 2 participants
— The Secretariat would deal with organizational matters
* Resources and WP6 PWB implications
— The informal working group would be allowed to
decide collectively to invite other ad-hoe participants
— The WP6 will choose the frequency of informal
working group meetings
* Possibly back-to-back with WP6 meetings and /or with the
meetings of JECKU's market group - 8 June in Denmark?

— The informal working group would be established until
the end of 2018.

Thank you.

ANTA20T
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ITEM 4.1. INVENTORY
UPDATE FOR 2017

Document: CAWPE(2017MREV

124™ session of the Council Working Party on Shipbuilding (WPE)

Pans, 18-19 Apnl 2017

Contact: Structural Poicy Division,
Mr. Laurant DANIEL, @)} OECD

Ms. Kel ITO,

>> Inventory of support measures

* Objectives

— Provide transparency of support measures in
the shipbuilding industry.

* Questionnaire
1. Type of the measure

M

Authority/agency responsible
Outline

Volume of support measures
Start/end date

Ao 200 T *Data art available froan 2009 @ the current format; hitps: |/ community. oeed o/ community finventory

AW
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> Inventory update in 2017

» 13 economies submitted inventory updates
« 45 measures are included in total

#Measures | #Economies

A Direct transfer of funds by Governments g 2
B.Indirect transfer of funds by Governments 1 1
C. Loans on termsand conditions more favourable than those

pommercially availahle = z
[ Lisin guarantees that support loans on terms and conditions

mire favourable than those commercially available 2 2
E. Export or Home Credits m ]
G. Government acquisition of interest in a vard oryards 1 1
H. Government revenue that is foregone or not collected 3 1
E_ Suppart for Research and Development 12 8
Total 45 13

" Mensures categorized in F, G, 1L MW, O are not inclisded m the sirhvmssion fromm Y erniimies

> The number of reported measures

8o

rm
60 o3 =
50 \a\

45

w40
E

& 30
g

3 20

. - ‘ -l
i -_-_ J_
2011 2012 2013 2014 2015 o016 2017
ENew measures m Measures no longer reported
sagermrr  —Number of measures reported
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>> Clarification on Start date and End date

« Start date; the year [and month] in which the
measure became valid

« End date; the year [and month] in which the
measure was no longer in place

e.g. a subsidy provided between April 2008 and
March 2015; Start date is April 2008 and End
date is March 2015

0=Age-HIT

Thank you.

= A2 T
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ITEM 4.2: SUPPORT MEASURES OF
SELECTED COUNTRIES NOT
PARTICIPATING IN THE WP6 INVENTORY,

Document: CIWPG{2017)6

124™ session of the Council Working Party on Shipbuilding (WPE)
Paris, 18-19 April 2017

Contacts: Structural Policy Divizion,

Mr. Laurent DANIEL, LaurentC.DANIELE d.org

Ms. Karin GOURDON, Karin GOURDON@oeacd o
Mr. lto KEI, Kel ITO@oscd.ong

> Background & Goal

11-12 June & 9-10 November 2015 WP6 meeting:

* WP6 agreed on list of support measures not reported in the WP6
Inventory with a focus on the largest economies not participating
in the Inventory by using public and specialised sources.

Document C/WP(2017)6:

« Selection of measures sourced from public and specialized
SOUTces.

» Measures could potentially be cavered by the Inventory
definition.

« Items are only for discussion.

« Not exhaustive list of measures.

« Descriptions of measures may be inaccurate and/or some
measures may not have been introduced yet or may have since
been rescinded.

Hihoe 20T
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> Support categories of the Inventory

TYPE DESCRIPTION
A Direet transfer of funds by Covernments
B Indirect transfer af funds by Governments
C Losens on terms and conditions more favoarable than those commercially available
D Losn guarantees that support loans on terms and conditions more fvourable than thoese
comimérelally available
E Export or Home Credits
F Governments tnking over, or otherwise abselving the industry from delds
G Government acguisibion of interest in a vard or vards
H Gevernment revenue that is foregone or nol callected
1 Provision by government of Infrastructure (other than general infrastrocture), goods or

services on non-commercial conditions

J The purchase of goeds or services from the industey by sovernment &t above market rates

K Support for Research and Development

L Any form of income or price support
M Protection of the domestic market
N Domestic build or domestic content requirements
0 Otheer official regulations and practices
Mg 2017

> Measures in China (1/4)

China:

1. One Belt, One Road initiative [n/a]

— China Development Bank intends to support Cosco Shipping with USD
26 bn from 2017 to 2021 to maintain the company’s financial stability &
promote its products range.

— Target by 2020: 40% share of global high-end vessel market; 35% of
global offshore market; Top 10 yards should construct over 70% of
China's ships.

— Aim to expand overseas through ME&A, infrastructure investments,
development of R&D facilities.

— Promoting innovations at vards, use of ICT and Internet of Things to
move into high-value added segments of the shipbuilding industry (e.g.
luxury vachts, cruise ships, 7! generation deep water drilling platforms).

— Support from financial institutions to provide flexible credit policies to
meet yards’ financing requirements (e.g. direct financial support, public
fund raising by IPO, cross-border financing policies).

i i ket i T pilliy phenss s e oot i telusstriad e bog fer gree greas Do R sefiiel ul! be refesed fedaly by QT and TROC

Pl o L Llowds Uist, 16 Jeswr 20115 1 i e Jopdsl st eom Uy seetor dev-cargn/setidis =
o Lloterds Dhet, 1o Jatuinry 2007 ol kgl fwatw, Hogbs et com S s tor feb e rations | srticke 47198
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> Measures in China (2/4)

China:

1. China's Development Bank Financial Leasing Co. [n/a]
— Agreement between FMG and CDB Leasing to finance 8 VLOCs (total of
USD 556 million) to be delivered between November 2016 and mid 2018.
—CDB Leasing finances 85% of the costs (USD 473 million) for twelve years
with an option of three additional years.
— Lease agreement including early buyouts (from the 4™ year) and dollar
buyout at maturity.

2. China's financial leasing in 2016: USD 11.5 billion[n/al
— China’s top 10 financial leasing companies in ship finance
come to over USD 11.5 bn drawdowns in 2016 (see graph)
— In addition, Sinosure’s insured amount of new shipping
business in 2016 amounts to around USD 3 bn.

#hwa Biblrg = Teey K |2 smback

L Marine Meney, Minkmber 17, 2006 VALITME 16 R5TE 5
2 Thnlisyvied B Novendwr 200k, Chooe's skl keasiig 10 mmiee i ghe”
e Do e Eradd et B e st i At s i Linga nnedaad- | sl L3011

L

> Measures in China (3/4)

China:
1. Nationwide VAT & Consumption Tax Refunds on Exported Vessels
under Financial Leasing [H]

— Reclaim part of expenditures on inputs for all vessel-leasing and marine
structure contracts to foreign renters with a minimum duration of 5 vears

— Eligible are companies registered in China and exporting vessels and marine
structures.

2. China Export Import Bank (CExim) has signed an USD 18 billion
financing agreement with China Cosco Shipping [E]
—USD 18 billion financing agreement between Cexim and Cosco Shipping in
August 2016 for a construction of more than 50 vessels.

4. CExim looks to finance 10 more Valemaxes [E]
— China Merchants Group (CMG) uses traditional mortgage finance through
Cexim for its 10 Valemax newbuildings (around USD 83 million each®).

Er

Eilodial Tl Abert, 13 Hl}'llllﬁl.l
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> Measures in China (4/4)

China:

1. China/Bangladesh: Bangladesh Shipping Corp (BSC) secures
CExim loan to fund fleet growth plans [C]

—USD 185 million for a long-term loan for BSC from Cexim to finance its
newbuildings to be delivered in 2018, encompassing three bulkers and three
tankers.

— 20 years loan with 2% annual interest.

2. Cosco Corp's parent to buy out its shipyvard businesses [n/a]

— China Cosco Shipping Group's acquisition of Singapore listed Cosco Corp's
assets: Cosco Corp’s equity interests in Cosco Shipyard Group (Nantong)
and Cosco {Dalian) Shipyard

—The assets are currently under valuation.

3. Scrap-and-build subsidy™® [A]

— Total support between 2015 and 2016; USD 230 million whereof China
Merchants Energy Shipping (CMES) received half of it (USD 116 mio.)

L TrndeWinda, = Auged sk
£ Livda List o Merch 507 Tie Dilnoes Thes. 04 Felirilarny 5007

20=hige2017

> Measures in USA & Brazil

USA:

1. Energizing American Maritime Act [N]

— Requirement of 15% of LNG and erude oil exports to be transported on US
flagged vessels starting in 2020. From 2025 onwards, the threshold
increases to 30% (Note: action is awaited as bill at House of
Representatives),

— Further legislation would require that these ships are built at American
vards (H.R. 6454)

Brazil:

2. Relaxing local content requirement (LCR) policy [N]
— As of September 2017: LCR for Brazil's oil industry is expected to be reduced
by half with exploration of offshore eil fields requiring 18% of local content.
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> Measures in France

France:

1. US Royal Caribbean Cruises receives loan for STX order [E]
—French export credit agency, Coface, provides loan equal to 80% of
two vessels’ purchase prices (estimated of ~ USD 1.4 bn per vessel)
—Vessels delivery scheduled for fall 2018 and first half of 2020
—3.225% interest rate with semi-annual amortization, 12 vears
maturity

2. Amendment to state guarantees [n/a]

— Extension of 2006 scheme until end of 2025 with amendments
regarding risk ceilings (raised from EUR 2 to EUR 3 bn per project),
max. length of guarantee (now project specific; previously 4 years)

—Initial scheme offers construction financing, down-payment
guarantees and performance bonds worth between EUR 40 and goo
million.

L TradeWinds, SA Peost nos
= Glohst Trsds Alere 10 Agoar 2046

H0hor-200T

> Measures in India

India:

1. Indian yards win special status - Financing costs
to fall as government classes shipbuilders as
"infrastructure* [C]

—New status of yards makes access to long-term financing
cheaper (current interest for loans are 14-15%).

—These tax benefits would enable yards to invest in
capacity expansion to give a boost to the Indian
shipbuilding industry.

L TadeWinds, 4 Slev soeh and Hefenee Shippng News, aidaly onab
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Possible expansion of scope & inputs
from WP6 participants?

Expansion of scope?

* Including shipbuilding economies beyond
the largest 9 specified?

 Including Inventory participants?

Inputs from WP6 participants:

Please feel free to forward us articles of
support measures which you came across
and would like to include in the document.

A2 01T

Thank you.

2AAge2017
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ITEM 4 .3. OPTIONS FOR THE
POSSIBLE IMPROVEMENT OF
THE WP6 INVENTORY

CIPB(2017)5

>> Background

« At the 124™ meeting, Japan pointed out
that inventory coverage need to be clearer

 Notably the word “favourable conditions™

in categories C, D and “usual investment

practices” in G can be interpreted in
different ways by each country
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>> Type of measures

C; Loans on terms and conditions more
favourable than those commercially available

D; Loan guarantees that support loans on
terms and conditions more favourable than
those commercially available

G; Government acquisition of interest in a yard
or yards (g1 Provision of equity capital
inconsistent with usual investment
practices)

screened?

>> Can a “possibly more favourable” be

* Screen “possibly more favourable”

— CIRR system* can be one of the example to
screen the “possibly more favourable”
loans/guarantees as a reference of commercial
interest rate

* the Arrangement for Officially Supported Export Credit

— Share of government credit supports can be a
possible threshold**

* SOE guidelines are applied to enterprises if the state is the ultimate beneficiary owner of the
majority of voting shares
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> Possible options

« Option 1; covers all credit support
» Option 2-4; may cover also possibly more favourable
credit supports by screening with certain thresholds

= Option 2; does not cover if a private entity is the largest creditor (for
loans) or the largest shareholder (for equity infusions)

* Option 3; does not cover loans/guarantees to shipyards with an
interest rate higher than Commercial Interest Reference Rates (CIRR)

= Option 4; does not cover only in the event that both of option 2 and 3

are applicable.

Maore favourahle Possibly more favourable
Current coverage | Covers a few credit supports Does not cover

based on self-declaration
Option 1 Covers all eredit supports Covers all credit supports
Option 2-4 Covers majority Covers majority

Thank you.

20-Anr2017
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ITEM 4.4. OPTIONS FOR
DEVELOPING A STRUCTURED

PROCESS FOR THE QUESTIONS
AND ANSWERS SESSION

CIWPG(2017)7

>> Background

« The WP6 agreed, at its 123" session, on
having a structured procedure for the
questions and answers session

* 4 key elements included in the proposal

— Timelines

— Scope of questions

— Contents to be included in the answers

— Documents to be distributed at WP6 meetings
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>> Questions and answers (3/4)

« Proposal: contents to be included in answers:

— Elements on the potentially market distorting
nature of the questioned measure should be
included if possible in the answer. Delegates
questioned may provide a non-confidential
summary* on the measures if the requested
information is confidential. These summaries are
expected to be sufficiently detailed to allow a
reasonable understanding of the substance.

*““Non-confidential summary”™ can be same meaning which is deseribed in the
WTO ASCM and anti-dumping agreement.
*i.e. confidential figure “21.1%" can be described “approximately 20%"

>> Questions and answers (4/4)

* Proposal: documents to be distributed at a
WP6 meeting;

— The secretariat will prepare a room document
which includes:

1. questions and answers submitted by
delegates; and

ii. the list of past questions to which the
answers have not been submitted.
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CONTENT

| ) “SWOT” ANALYSIS
0 MAIN SOLUTION
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1.
2
3.

4. Basic infrastructure formed;
b
6.
T.

Favorable natural conditions
Policies
Master plan up to 2030

Investment Encouraged
Labor force,
Private investors

High demand in ship repair
South Korea, Japan interested in
Viet Nam;

Import tariffs of spare parts for
shipbuilding to be abolished
(FTA, EPA)

Favorable natural

conditions

Policies

Master plan up to 2030

Basic infrastructure

formed

Investment Encouraged

Labor force

Private investors
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1. Almost facilities for building, lack
for repair;
Shipyards
localization
laborers;
Weak automation, low productivity;
no R&D; weak design
Inadequate & weak in management
& organization

scattered; Low
Lack of skilled

are
rate;

Higher labor cost than Chinna
Affectad by Vinashin;
Difficulty in new orders.
Difficulty to access EU, US markets
Small demestic market;

Low competitiveness capacity

Low quality education
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CURRENT STATUS (2016)
2 68 Shipyards (2013: 120)

% Shipbuilding: up to 70,000 DWT
% Ship-repairing: up to 400,000 DWT
++ Total design capacity: 2.6 mill DWT/year

*»*» Actual capacity: 0.8 — 1.0 mill DWT/year (150-200
units/year). Export: 0.5 — 0.6 mill DWT.

** labor: abt 40.000, low productivity
(2010: abt 100.000)
*»*Design Engineer




CURRENT STATUS
#SBIC (state-owner company, 08 shipyards):

re-structuring

& Private shipyards (local company)

# Foreign —invested shipyards

lack for repair

Shipyards are scattered;

Low localization rate

Lack of skilled laborers

Weak automation, Ilow
productivity; no R&D;
weak design

weak in management &
organization
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* remains slow;
% Investment;
% localization rate low (under 5%)

** Supporting industries: too small (steel, engine, material...)

* Repair capacity can meet only abt 40% of demand
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High demand in ship
repair

South Korea, Japan

interested in Viet Nam
\\

Import tariffs of spare
parts for shipbuilding to
be abolished (FTA, EPA)

Higher labor cost than
Chinna

Affected by Vinashin

Difficulty in new orders

Difficulty to access EU,
US markets

Small domestic market;

Low competitiveness
capacity

Low quality education
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To turn shipbuilding into a
spearhead industry; choose
products suitable; Regain trust
for shipbuilding industry:
Value growth rate will be 5 -
10%;
About 80% of total products
serve socio-economic _ -
development, 3 - 10% of |
total products will be L

exported (1.67 - 2.16 million
tons/year);

New shipbuilding:

- Forming 3 linked
shipbuilding clusters;

- Selecting one yard to
enter into a joint
venture with a strategic
partner;

- Focus on the group of
ships with a tonnage of
between 30,000 and
50,000 DWT

120



For repair:

- Building 3 centers for repair
of low- and medium-class ships
in regions;

- Acquired to repair ships of a

tonnage of 100,000 - 300,000
tons when the demand is high;

- Intermediary targets: |
Meeting 90% of the low-class |

and 60-70% of the medium-
class ship repair demand.

- Tax policies:
- Tax incentives;
- Customs and tax procedures;

- Creation of a credit
mechanism

- Reduction of expenses for
accessing and borrowing
capital

- Building of strategic
partnership;

- Application of international
standards.
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- Training of high-

quality
resources;

- Regarding training

- Build one R&D center ¥ sl /i
in the North. D

- To meet the arket :'
demand (du&ics, |
~

- To form some Eénter of
shipbuilding (meet
intenational —  quality
standard, - large
economic value);
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Thank you!

No. 8 Pham Hung Str, Mai Dich.W, Cau Giay District,
Ha Noi
Tel : 84-4-3768.3060 /Fax: 84-4-3768.3058
Website:zwww.vinamarine.gov.vn
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124t OECD WP6

April 2017
Republic of Korea

| . Answers to Japan’s questionnaire

Q1) Please pravide the track records of financing to DSME by KDB, KEXIM and private entities since 2015

fUnit; Trillion Wan]
Entity
Loan Capital Injection Debt to Equity Swap.
HA
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Q2) MNewly reported bailout plan for DSME by-the Kerean governmant

Q2-1) Is the reported bailout plan actually being considered?

= Currently all creditors try to voluntarily adjust the type and condition of the existing loans
= Whether to execute the reported bailout plan is yet to be decided
- The plan has been made not as a state intervention measure, but as a commercial decision by

its creditors

02-2) If so, is there any private entity involved in the bailout plan?

- Private creditors are 1o voluntarily participate in loan adjustment.

2-3) Overview of the ballout plan: the amount and type of financing by respective entities

- ¥et to be determined

|l . Answers to EU’s questionnaire

01) Can you confirm media reports on the South Korean Financlal Services Commission’s
plan to provide additional 3 trillion won support to DSME?

- Currently all creditors try to voluntarily adjust the type and condition of the existing loan
- Whether 1o execute the reported bailout plan is yet to be decided
= Any decisions over DSME will be made by DSME's creditors, not by F5C

Q2 ) If so, how do you justify this additional support?

= Pleaze refer to the answer to O 1

Q3] How will the support be granted and when?

- ¥t 1o be determined
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Q4) What is the current general situation of DSME?

= Currently facing a temporary liguidity shortage ; sluggish market situation, delay of delivery by
buyers, unfair contract conditions, etc.
= Still sits on the world's largest orderbook

= the world’s no.1 competitiveness in LNGC, large tanker, mega containership tech, etc.

05) How do you evaluate DSME's profitability? Does it match the forecast made in your
presentation at WPe 20167

- Suffered losses till 2015, but will turn around in the near future

Il . Restructuring policy of the Korean government

1. No government intervention
2. Self-rescue measures by a company
3. Voluntary loan adjustment by creditors

4, All decisions based on commercial consideration

[EX] World's no.7 Hanjin Shipping Company went into bankruptcy

under this principle
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* Does DSME really distort global shipbuilding market ?

mCGT 2005 2014 2011 2012 2013 2014 2015 2016
China 8.5 22.2 12.4 B.a 256 16.7 118 4.3
Karea 4.4 12.5 14.5 8.6 184 1,8 107 1.8
Japan a 2.9 4.4 4.2 10.1 25 122 1.4]
EU 0.7 27 22 22 25 38 26 35
‘World 171 46.6 35.8 261 GLO 44.31 395 116

% 2009 2010 2011 2012 2013 21114 201% 2016
China 503 48% 35% 345 4.2% 37% 309% 37T%
¥orea 26% 27% 419 33% 30% 295, 27% 16%
lapan 12 13% 1204 16% 17% 21% 31% 129
EL 4% G 6% 8% 4% B9 1% 0%
Wiarld 10050 1003 100% 106)% 1% 100 T 1M

Source @ Clarkson, World Shipyard Monitar

* Does DSME really distort global shipbuilding market ?

2008 2010 an 2012 2013 2014 015 2018

Source @ Clarkeon. World Shipyard Monitor

127



Il . WP &'s Way forward

1. Strengthen representativeness of WP6
- World's shipbuilding hegemony changed — "Declining Europe-Growing Asia”

- But, member countries remain unchanged (Market share below 50%)

* MYS [GT) : {*1960) EuropelBEie), lapan(22%) / ("2017) china (22.3%), ROK {25.3%), lapan|13.3%)

2. Further discuss WP6&'s way forward
- Share best practices of each country’s policy developments

- Future oriented topics ; Unmanned autonomous ships, green ships, etc.

Ex) EL) MUNIN project, Japan ASSAP, etc.

Thank you
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THE IMPLEMENTATION AND EVALUATION OF

THE EEDI

THE FUTURE EMISSION MITIGATION OF THREE MAIN SHIPPING
SEGMENTS
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1. SETTING AND BACKGROUND

2. METHODOLOGY

3. EMPIRICAL ANALYSIS

4. SENSITIVITY ANALYSIS

5. CONCLUSIONS

The main purpose of this study is to determine future emission mitigation of
EEDI on three main shipping segments, i.e. container, bulk and tanker shipping.

In this study not only the emissions per ton.nm or TEU.nm are determined, but
also the total emissions of the total fleets considered.

The main research gquestions of this paper are:
- Which evolutions can be found in the vessel designs and which abatement
technologies could be implemented to obtain the required EEDI values?

- What is the effect of the EEDI on fuel consumption (and related CO,

emissions) in the years 2020, 2025 and 2030 for the considered shipping
segments?
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The methodology of this paper further examines three main aspects:

1) Calculate the impact of the EEDI on the future fuel consumption and related CO,
emissions

2) Incorporate the impact of design changes to fulfil the EEDI requirements

3) Include the aspect of the fuel (CO,) reducing techniques

1} impaoct of EED! on fuel consumption

a) The ODECD has provided a future forecast of shipping capacity expressed in GT

b) Calculating EEDI values of existing fleet (based on Clarksons data, 2015) and new
fleet (EEDI reference lines)

c} The fuel consumption will be based on 2015 bunker fuel volume (Transparency
Market research (2014) corrected for EEDI changes and future fleet development

2} Evalution of design parameters

3 1y %Py

E oo i .
Reworked EEDI - e St LT e e e L8 S
-~ - o
formula

EEDf =
[ = A—LWT)
| Pemmeter | Umit | Meaning | EfiectonEEDi |
1/Cad [tonne 23 onats3fkW] Admiralty constant Linear propartional
sfc {fk'h] Specific fuel consumption Linear proportional
Lightusight a3 ratia to the frs—
LT [tonnesfmi] main dimensions praportional

. Cluadratic
. —

3] Fuel (CO,} reducing techniques

There are different technologies for the abatement of CO, emissions which can be ranked

according to the marginal abatement cost curve. (DNV, 2010 ; MEPC 59, 2009; MEPC 62,
2011 ; ICCT, 2011)
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If all the available technologies are applied and a future EEDI is still lower than
the target value, the design speed will be lowered.

Impact of design Vi z
DWFT .. === »xDWT_. = <} :
speed on needed = P FEXonltl ™ AT
shipping capacity
Irinia| DT Adjusbed OWT
dewelogrseni deelogament
=]
i Fued
ConswmpLEn | i CO, Ernissions
EED devrlopment
2015 2020, 2025, 2030

Forecast DWT development

15 017 2019 2021 mrs s 017 Fiir]

e Tanthiars —— Sdbar = = Tankars [befom J05)
= = Buleers {baferi 2055]  —&— Containirs Covitaiters [beton 2015

The OECD forecast is based on the forecast of growth in seaborne trade (ITF) + the
replacement demand of demaolished vessels (OECD Council Working Party [WPE)
Secretariat).
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Historical EEDI evolutions

Container vessels {other vessel types: see paper)

3500

\1/—_’44 ——Smal Fesdur
2500 4 =
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bl Balare 1389 a3 5P00- 3 955 Bl 30002 005 builit 2030-2015

For container wessels, the EEDI| evolution is very heterogeneous
=* For the smallest vessel types, an increase in average EEDI can be observed,
whereas for the largest vessels, a decrease is observed

Design evolutions container vessels (other vessel types: see paper)

Heterogeneous design developments
Inverse Admin Constant
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Design evolutions container vessels (other vessel: see paper)

Design speed evolution

300
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For the largest vessels a design speed reduction can already be observed.
For smaller vessels this effect is less, design speed was already lower,

= This effect is mostly due to the influence of the length of the vessel (wave making
resistance)

Design evolutions container vessels [other vessel types: see paper)

SFC evolution

i For the two largest
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III_“IEI'2 emissions with a variation in DWT forecasts
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A strong limit in fleet growth will lead to only a limited growth in CO, emissions.

=» 75% reduction in fleet growth in 2030 will lead to a limited growth in CO,
emissions ( 7%)

There are two types of vessels that can be distinguished:

- The first ones are vessels in which 1/C,, and W, /LBD increased from 1990 to
2015.

- The second type of vessels are those vessels from which the main design
parameters (1/C,, and Wam/LBD) have decreased over time.

In order to continue the same trend of reducing these design factors (or to
improve), more research is needed. Fields of research that should be taken into
account are:

- improve the hydromechanics of the vessels (reduce resistance)

- improve the total propulsion efficiency (propellers efficiency, shaft bearings,
gte.)

- reduce the lightweight of the vessels

- reduce the fuel consumption of the main engine

- improve the efficiency of the emissions reducing technigue

Lessons learnt from these analyses can also be incorporated in the designs of the
first group of vessels, improving the fuel efficiency even further.
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Main design improvements went relatively slowly.
- Additional incentives may be necessary to facilitate the introduction of new
technologies to improve these design factors.

It can be concluded that the EEDI regulation is not strict enough to reduce the CO,

emissions in absolute terms in 2030.

- by making the reduction values higher [more strict) the effectiveness of the
measure is reduced, if new radical design improvements are not developed.

- If these radical design improvements are not developed, more additional policies
are required to complement the EEDI in order to reduce the absolute CO,
emissions.

The results of this analysis indicate that the EEDI is not sufficient to reduce GHG

emissions on its own.

- The IMO at its MEPC 60 [Doc MEPC 60/22) has discussed the use of market-based
measures. However, members of IMO have not agreed to their introduction.

- Therefore the EEDI has been introduced as second-best solution and further
complementary measures are currently discussed at IMO in the context of its

Questions?

Edwin van Hasse

H Ipdplﬁr!ﬁ Il-r' ':1:.'.I1'I ar! Apgional Sronaern
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ITEM 5.2. POTENTIAL
ISSUES TO BE DISCUSSED
AT THE 20 NOVEMBER
WP6 WORKSHOP

Room document 5
124th Session of the Council Working Party on Shipbuilding
(CWP6)

@) OCDE

>> Background

» Annual WP6 workshop since 2011;
— 2016 Maritime Clusters and Global Challenges
— 2015 Supply and Demand in the Shipbuilding Industry
— 2014 Shipbuilding and the Offshore Industry
— 2013 Global Value Chains in Shipbuilding
— 2012 The Future of Shipbuilding

— 2011 Green Growth in Shipbuilding

» Points to be considered

— The workshop theme should be related to the WP6 PWB for 2017
(i.e. green ships)

— the Green Growth and Sustainable Development (GGSD) Forum
will be held on 21-22 November 2017 on the theme “Greening
the Ocean Economy”
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Proposal on the Workshop theme
“Green Growth of maritime industries”

1. Introduction on international agreement on environmental
effort (i.e. Paris Agreement)

2. Impact of the international regulation, inter alia:
* the Energy Efficiency Design Index (EEDI) regulation;
= S0x, NOx (including Emission Control Area);
* Ballast water; and/or
« 0il Spills

3. National/Regional level measures
» Regional level measures (i,e. EIB’s Green ship loan/guarantee
scheme)
= National level measures on promoting the construction and
operation of greener vessels

4. Private sector and industry initiatives (i.e. Port fee discount
scheme implemented by Green Award)

>> Report on Green ship

» The secretariat will prepare background
paper(s) for some items to be discussed at
the workshop.

— Notably a report on the Role of policies in

promoting the construction and operation of
“green ships”
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ITEM 7: WP6
INSTRUMENT REVIEW

C/WP6(2017)8

>> Background

+ 123" session (December 2016)

— WP6 delegates agreed to move forward in
accordance with the option 2 “thorough revision”
mentioned in the document C/WP6(2016)11

— Some delegates stressed the importance of
involving China in the process

— Some delegates showed interest for having more
information for a possible negotiation of a
Shipbuilding Agreement

— Delegates asked secretariat to prepare a summary
of previous Q&A sessions
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>> Main discussion points

1. Participation of non-members

2. Legal nature (including a possible
negotiation of a Shipbuilding Agreement)

3. Substantial issues (including
summarising Q&A sessions)

>> Main discussion points

1. Participation of non-members
2,
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Possible options for the institutional
arrangement of the discussions

Option 1; at the WP6

Option 2; in an ad hoc negotiation group
formally separated from the WP6

Expected timetable

Option 1; at the WP6

Option 2; in an ad hoc negotiation group
formally separated from the WP6&

19 May 2017

Deadline for comments

19 May 2017

Deadline for comments

End of June

Draft Mandate sent to
interested Members and
non-Members

Secretariat collects interest
in the group, including
possible visit China MIIT

Octaber

WP6/Council process to
send invitation letters to
non-Members

October

Secretariat report back to
WP6 members on interest

21 November

Discuss at the

1250 WP6 meeting
{the Secretariat will
prepare a draft new
mstrument)

21 November

Discuss the draft Mandate

at the 125" WP6 meeting or
“Preparatory meeting for
ad hoc negotiation grou
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>> Main discussion points

1.

2. Legal nature (including a possible
negotiation of a Shipbuilding Agreement)

3.

>> Legal nature of OECD instruments

Legal nature Range of applications

International agreement | Legally binding | Adherents
(interested Members and non-
Members)

Decision Legally binding | All OECD Members (but open to
non-0ECD Members)

Recommendation Non-legally binding | All OECD Members (but open to
non-0ECD Members)

Ad hoc instrument (e.g. | Non-legally binding | Adherents
Arrangement, (interested Members and non-
Guidelines) Members)
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>> Issues for discussion

Legal nature and format:

— Should the 1983 instruments aim at a legally-
binding instrument?

—H=pea=should the Secretariat prepare a draft

mandate for discussion and approval by WP6
members [and other interested countries] ?

>> Main discussion points

1.
2.

3. Substance (including the discussion at
the Q&A sessions)
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>> Issues for discussion

Objectives

Scope of “obstacles” to normal competitive
conditions

*illustrated in the 1983 instruments (the Revised General Arrangement)

Mechanisms for ensuring transparency

Excess capacity
Resources implications

>> Main discussion points in Q&A sessions

« What is the scope of the “government” (e.g. state-owned
entities) and how “government involvement” can be

defined?
» How can commercial terms and conditions be defined?

— In particular, how can eommercially reasonable terms and
conditions be defined when finance is provided only by a
government or government controlled entities?

« How can support to shipping companies be considered
in terms of their potential benefit to shipyards?

« How can market distortions be defined?

— This diseussion point ean be broken down into sub-items
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Type of interventions raised in Q&A
sessions

« (Capital reduction without refund

* Loans

» Guarantees on bonds/loans

* Debt equity swap

» (Capital injection

« Advance payment refund guarantee (APRG)

« Tax exemptions

>> Next steps

* Delegates are invited to answer the
questions in the document
[C/WP6(2017)8] in writing by 19 May
2017.

« Secretariat will prepare a summary of
Q&A sessions
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Thank you.

20=Apea2017

>> Issues for discussion (2/6)

Objectives: The current objectives of the
1983 instruments are to remove “Obstacles”
to normal competitive conditions as well as
to address excess capacity and structural
adjustment.

» Should the 1983 instruments have
additional objectives?

— If so, what should be the additional objectives
of new instrument(s)?
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>> Issues for discussion (3/6)

Scope of “obstacles™ to normal competitive
conditions:

« Should the obstacles to normal competitive
conditions in the shipbuilding industry be
listed in the 1983 instrument?

— If yes, should the current list be updated? What
criteria for inclusion should be used? Should the
criteria be designed to select measures which are
likely to distort the shipbuilding market?

— If no, how can “Obstacles” to normal competitive
conditions be removed?

>> Issues for discussion (4/6)

Mechanisms for ensuring transparency:
The WP6 increases transparency in the
shipbuilding market through the Inventory

of support measures, peer reviews, and the
questions and answers exercise.

« What mechanisms should be included in

1983 instruments to ensure transparency
in the shipbuilding market?
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>> Issues for discussion (5/6)

Recommendation related to measures
addressing excess capacity: The Revised
General Guidelines encouraged measures
addressing excess capacity. More recently, some
policy recommendations were developed in the
WP6 report on imbalances in the shipbuilding
market [C/WP6(2016)6/REV1].
* Which recommendations of the WP6 report
on imbalances in the shipbuilding market

[C/WP6(2016)6/REV1] should be
incorporated in the new instrument?

>> Issues for discussion (6/6)

Resources implications:

* Do WP6 delegates agree to commit

resources to conduct the instrument
revision?
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280 | B,
-'4” = The 2017 GGSD Forum

The objectives of the GGSD Forum since 2012 are to provide:
~ dedicated space for multi-disciplinary dialogue

~ interactive platform that brings together experts from different
policy fields and disciplines and fafilitates discussion

~ valuable supplement to the work undertaken in individual
government departments and ministries

~ meeting point for policy makers, academics and experts to
exchange experiences, policy tools and best practices

47

7,0 GGED
-":;""' um - The 2017 GGSD Forum

The Green Growth and Sustainable Development Forum
-Greening the Ocean Economy- 21-22 November 2017 will focus on

* Investment, innovation and employment aspects of the fast-
growing ocean-based industries;

* Exploring how economic development and conservation
needs can be balanced successfully through innovations in
established and emerging ocean industries, as well as
marine spatial planning instruments;

* The role of science and technology (including digitalisation),
responsible business conduct and waste management.
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4 =.'-:r.f_-
=¢ = The 2017 GGSD Forum

,' ad ‘E:I':gtl
b=/ =2 The 2017 GGSD Forum

The Green Growth and Sustainable Development Forum
“Greening the Ocean Economy” 21-22 November 2017

will draw on work by

the Scientific and Technological Policy Committee (CSTP), the Fisheries
Committee (COFl), EPOC's Working Party on Biodiversity, Water and
Ecosystems, the Council Working Party on Shipbuilding (WP6), the
Investment Committee (IC), DAC/ENVIRONET as well as the

International Transport Forum (ITF) and the International Energy
Agency (IEA).

The Green Growth and Sustainable Development Forum
“Greening the Ocean Economy” 21-22 November 2017

will contain 3 parallel sessions focussing on:

1) Sectors using living marine resources, 2) Sectors using non
living marine resources and 3) Ocean governance including
marine spatial planning

AND

3-4 parallel sessions on 1) monitoring progress of SDG 14
implementation, 2) pollution and waste management [marine
litter) 3) illicit activities at sea (illegal trade in endangered
species, illegal waste dumping, illegal unreported fishing, 4)
impact of tourism /green growth
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@) OECD

BETTER POLICIES RO BETTER LYVES

For additional information:

Kumi.Kitamori@oecd.org
Claire.Jolly@oecd.org
Jaco.Tavenier@oecd.org

http:/lwww.oecd.org/greengrowth/qggsd-
forum.htm
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ITEM 8.2: DISCUSSION ON
ONGOING & FUTURE WORK

124" session of the Council Working Party on Shipbuilding (WPE)

Paris, 18-19 April 2017

Contacts: Struciural Policy Division,

Mr. Laurent DANIEL, LaurentC DANIEL@oacd org
Ms. Karin GOURDOM, Karin. GOURDON @oecd.org
Mr. lta KEI, Kei ITO@oecd arg

> WP6 Projects for 2017 and 2018

1. Ship Recycling Industry (2017)

2. Construction and operation of “green ships” (2017)
[Presentation by Kei ITO]

3. Excess supply and capacity (2018)

4. Local Content Requirements (2018)

5. Global Value Chains (2018) [ Presentation by EAS]

6. Role of ship finance (2018)

7. WP6 Mandate Renewal (2018)

8. OECD Ocean Economy Week (2017)
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WP6 Projects for 2017 and 2018

1. Ship Recycling Industry (2017)

2. Construction and operation of “green ships” (2017)
[Presentation by Kei ITO]

. Excess supply and capacity (2018)
Local Content Requirements (2018)

3
4
5. Global Value Chains (2018) [Presentation by EAS]
6
i
8

. Role of ship finance (2018)
. WP6 Mandate Renewal (2018)
. OECD Ocean Economy Week (2017)

1L20T

> 1. Ship Recycling Industry

«  Conversion of end-of life ships into steel & other recyclable items as
important part of the ship life cyele.

«  Concerns about health, safety and environmental (HSE) standards in major
ship breaking countries:
— Vessels as large and complex structures containing many toxic substances
(e.g. mereury, lead, ashestos, PVCs etc.)

— More than 2/4 of ship breaking conducted on tidal beaches which often
do not support heavy lifting machinery

— Often informal workers, i.e. no clear contractual relations

— Weak regulations on labour safety: workers often lack necessary
equipment, expertise & training

— Limited access to health services, sanitary facilities & welfare

— Limited environmental enforcement, e.g. no waste management systems
» High number of fatalities, injuries, work-related diseases.

~ Toxic substances often dumped into soil and eoastal waters.
2HEEEAT
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Since 2009: Top 5 recycling countries
account for 98% of global demolition volume

Annual demolition volume by ship recycling country, 2006 - 2013

200 Fal ) L0 iies) 2000 #M1 22 rna 2na ms

Top % =—Hangladesh Lhirg ——India - Panyten — Tokey —RoW

Eourem: HE Aisriena § To=s

# Ship breaking on tidal beaches mostly in Bangladesh, India and Pakistan
(2/3 of ship breaking volume).
2LMAEEAY

Example: Ship breaking in Chittagong,

Bangladesh

oo Tt wd e icw Jidtes ot tee ) femites sy ok ity i fuplonairg, HaEmg

« Chittagong one of the largest shipbreaking locations in the world.

* Criticism on contaminating the environment and exposing low-paid workers to
high risks.

* In Bangladesh, children count for ~25% of ship breaking worldorce.

S U L. s bty ! ewrer, Sk s 100 ! bpgpakcrwpweent et
LAY
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Over the last 5 years ~7,000 vessels scrapped
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» In 2016: scrap volume of 29.3 million GT ~ 2.3% of global fleet.
# In the same year, a tolal of 1.066 vessels scrapped
7 In the peak year 2012 this number was 70% higher (1,816 vessels).
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Huge ocean-going vessels of up to 250,000 GT
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« Major ship types demolished in 2015 & 2016 by gt: bulker,
container, oil tankers, general cargo, ore carrier and vehicles carrier.

« Alow number of oil tankers and ore carriers due to their huge size.

« Example: ore carrier of 150,000 GT equals the same square metres as of
two soceer fields.

2T
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International & regional conventions,
regulations and guidelines (1/3)

1. Basel Convention (1989): Controlling transboundary
movements of hazardous wastes and their disposals.

—  Difficulties to determine the exact moment when a ship
becomes a waste hinder the application of the Basel
Convention to shipbreaking.

2. ILO “Safety and health in shipbreaking: Guidelines for
Asian countries and Turkey” (2004): Assisting shipbreakers
and competent authorities to implement relevant provisions of 1LO
standards. codes of practice and other guidelines on occupational
safety and health and working conditions.

3. EU regulation on waste shipments (2006): establishes
procedures and control regimes for the shipment of waste,
depending on the origin, destination and route of the shipment,
the type of waste shipped and the type of treatment to be applied
to the waste at its destination.

JEDHETAT

International & regional conventions,
regulations and guidelines (2/3)

3. IMO Hong Kong Convention for the Safe and Environmentally Sound
Recycling of Ships (2009): a control system with obligations for flag States,
ship owners, recycling States and recveling facilities.

—  Parties to the Convention have an obligation to prohibit and/or
restrict the installation/use of hazardous materials;

~  All ships are required to have on board a ship specific inventory of
hazardous materials (updated throughout the ship’s life)

=  Awuthorized ship-recyeling facilities under the Convention, i.e. are
able to undertake all the recycling activities, prepare a recyveling plan,
outline plans detailing how to prevent hazardous conditions (e.g.
explosions, fire, accidents. spills, emissions ete.) that can harm human
health and/or the environment, waste management, emergency
preparedness and response, worker safety and training, reporting on
incidents/accidents/occupational diseases ete.

=  Countries having ratified HKC (as of 21 March 2017): Belgium,
France, Norway, Panama and the Republic of Congo accounting for
~ 56,000 gt in annual recycling volume (Goal: 15 million gt which

would be reached with the ratification of the 5 biggest recycling states)
20T
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> WP6 Projects for 2017 and 2018

1. Ship Recycling Industry (2017)

Construction and operation of “green ships” (2017)
[Presentation by Kei ITO]

. Excess supply and capacity (2018)

Local Content Requirements (2018)

Global Value Chains (2018) [ Presentation by EAS]
Role of ship finance (2018)

WP6 Mandate Renewal (2018)

OECD Ocean Economy Week (2017)
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> 3. Excess supply and capacity (2018)

* Collaboration with Prof. Kalouptsidi (Harvard university)

« New database consisting of yard financials (ORBIS), yard
features (e.g. location, status) and detailed characteristics of
vessels produced (IHS Seaweb)

« Potential research work:

— Effect of policies on yard dynamics, yard productivity (e.g.
measured in total factor productivity) across regions,
countries, ship markets

— Analysing characteristics of vards that exit vs that stay in the
market

— Role of overcapacity and subsidies in vard survival

— Relation between eapacity utilization rates and financial
health of yards

JTOS0NT
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> WP6 Projects for 2017 and 2018

1. Ship Recycling Industry (2017)

o

Construction and operation of “green ships”™ (2017)
[Presentation by Kei ITO]

. Excess supply and capacity (2018)

Local Content Requirements (2018)

Global Value Chains (2018) [Presentation by EAS]
Role of ship finance (2018)

WP6 Mandate Renewal (2018)

OECD Ocean Economy Week (2017)

o o [B |
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> 4. Local Content Requirements (2018)
Description

About Local Content Requirements (LCR)

- A non tariff measure (NTM) that requires domestic
industries to source a specified percentage of
intermediate goods/supplied services locally.

- Fiscally neutral way to promote domestic industry

e S

falling demand.

- Creates incentives to the development of industries
by protecting domestic markets against free imports
of goods.
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Local Content Requirements
Effects of LCR - Empirical evidence

Grossmann (1981) in perfectly competitive markets:

» Suboptimal allocation of resources, reducing efficiency,
increased prices, decline in local production and welfare as
opposite effects intended by LCR policy.

= Distortion of trade flows due to changes of the country’s
exchange rate, increase in costs of domestic production, and
transfer of higher prices to consumers (Hufbauer et al. 2013).

& Aasunsing that pesr w6 the LR ks produoe wis fre o chorse o Ehe most soslsefeetive s (wbether it be domeste o fnreggm)
Tk, #n LCH & & geoermment mandated decision m choose 3 les office st sopglior with gher costs then forsgn soppliers doe o lower
technaligical vels

» Assessment of LCRs and subsidy

schemes using TAD'’s Trade model

= Collaboration with OECD’s Trade & Agriculture
Department (TAD) and use of its computable general
equilibrium (cge) model

— Examination of impact of policy or other change (external
shock) on the whole economy

Selection of LCRs having potentially an impact on the
shipbuilding industry:

1. US .Jones Act (1920)

2., US Energizing American Maritime Act (2020)

3. Brazil: LCR in oil and gas sector (1999)

4. China: Scrap and build subsidy (2010)

5. Russia: Regulation on the use of ships for the exploration and
exploitation of mineral and other inanimate resources (2007)

TUMAZAT
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> 1. US Jones Act (1920)

US Jones Act (1920): Vessels qualified to engage in US
coastwise trade must be built in the US, owned by US entity,
equipped by 75% with US crew and US flagged.
« What would happen if the Jones Act was abolished
today?
— Increase of productivity levels of US companies to
international levels.
— Change in demand for non-US ships (cheaper).
— Demand for services under non-US flag.

« Effect to be studied: shipbuilding & water transport, with
indirect implications on other sectors

JTREEE T

2. US Energizing American Maritime Act
(2020)

Energizing American Maritime Act (2020):

— From 2020: 15% of LNG and crude oil exports to be
transported on US flagged vessels.

— From 2025: threshold will be raised to 30%.
— To be intended: requirement of ships being locally built.

» What would happen if the Act was implemented
today?

— Change in demand for US ships
— Change in demand for services under US flag

= Effect to be studied: impact on shipbuilding & water
transport, with indirect implications on other sectors

IR T
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>> 3. Brazil: LCR in oil and gas sector (1999)

0il and Gas sector (1999):

— Contractual commitments as part of concession contracts
(e.g. oil licenses) require oil companies to procure this
minimum percentage of equipment and services from local
suppliers.

— As of September 2017, LCRs will be reduced by half.

 How does the decrease in LCR affect the
shipbuilding industry?

 How would an oil price shock impact Brazil's
economy with and without the LCR?

— Change in local production

- Effect to be studied: shipbuilding, with indirect
implications on other sectors

MMaZET

>> 4. China: scrap and build subsidy (2010)

Scrap and build subsidy (2010):

— Promotion of demolition of Chinese owned vessels which
have not reached the statutory service life and new-orders
of vessels built at Chinese yards.

— In 2014 the subsidy rate was raised by 50% .
« How does the increase of 50% in subsidy affect
the shipbuilding industry?

— Decrease in purchase price for buyer (shift in demand
function to be estimated)

« Effect to be studied: shipbuilding, with indirect
implications on other sectors

HMARDT
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5. Russia: Exploration and exploitation
of minerals (amendment of 2007)

Regulation on the use of ships for the exploration and
exploitation of mineral and other inanimate resources:

— oil produced in the Arctic zone of the Russian Federation
shall be transported by Russian flagged ships and vessels
built at Russian shipyards

+ What would happen if the Regulation was
abolished today?

— Change in demand for non-Russian ships (cheaper).
— Demand for services under non-Russian flag.

= Effect to be studied: shipbuilding & water transport,
with indirect implications on other sectors

AT

> WP6 Projects for 2017 and 2018

1. Ship Recycling Industry (2017)

Construction and operation of “green ships” (2017)
[Presentation by Kei ITO]

Excess supply and capacity (2018)

Local Content Requirements (2018)

Global Value Chains (2018) [ Presentation by EAS]
Role of ship finance (2018)

WP6 Mandate Renewal (2018)

OECD Ocean Economy Week (2017)
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6. Role of ship finance and impact of new
financing forms on industry’s development

Project description in PWB for 2018:

» How ship financing differs from other sectors.
= Studying the role of speculation

Recent developments/other ideas

« Difficulties of banks linked to the write-downs of their
shipping portfolio

» Evolving regulation on ship finance ?
» Ship finance as a tool for competitive advantage

» New needs in terms of financing tools for ship owners
/ shipbuilders

Your interest and suggestions are welcome

ZUDSADAT

> WP6 Projects for 2017 and 2018

1. Ship Recycling Industry (2017)

Construction and operation of “green ships” (2017)
[ Presentation by Kei ITO]

Excess supply and capacity (2018)

Local Content Requirements (2018)

Global Value Chains (2018) [ Presentation by EAS]
Role of ship finance (2018)

WP6 Mandate Renewal (2018)

OECD Ocean Economy Week (2017)

ha

. B
4.
5.
6.
7.
8.

JHEEEDA T

163



Expected schedule for the renewal of
the WP6 mandate

April zo17 The Secretariat will announce the draft schedule for
the renewal of the WP6 mandate which will expire
at the end of 2018.

November 2017 The Secretariat will prepare a discussion paper and
will invite delegates to give their views.

March 2018 The Secretariat will prepare the draft revised WP6
mandate and will ask delegates to submit comments
by written procedure.

May/June 2018 The Secretariat will invite delegates to discuss the
updated revised mandate at the Spring meeting,
July 2018 The Secretariat will invite delegates for comments
on the revised version by written procedure.
September/October Approval of the revised WP6 mandate by the
2018 Couneil

> WP6 Projects for 2017 and 2018

1. Ship Recycling Industry (2017)

Construction and operation of “green ships™ (2017)
[Presentation by Kei ITO]

. Excess supply and capacity (2018)
Local Content Requirements (2018)
Global Value Chains (2018) [ Presentation by EAS]
Role of ship finance (2018)

7. WP6 Mandate Renewal (2018)

8. OECD Ocean Economy Week (2017)
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20-24 November 2017, First OECD
Ocean week, Three events back-to-back

+ 20 November : WP6 workshop

+ 21-22 November : Green Growth and Sustainable
Development Forum (GGSD) on Greening the ocean
economy

« oo November : Most interesting GGSD sessions for WPG delegates (o
avoid conflict of agenda with the 21 November WP6 meeting

* Please refer to the presentation by Joco Tavenier (WG delegates invited (o
join a task foree on the GGSD agenda)

+ A session on “Greening” of Ocenn-Based Industries: Case of sectors (including
shipbuilding) besed on non-living marine resources and infrastructuce

+ 23-24 November : Symposium on measurement issues for
the ocean economy

* WP6 delegates will be also be invited to the GGSD and Symposium

+ Cooperation with ENV and Ocean in terms of preparation of the
events and communication.
21T

> Discussion and Q&A

Your interest and your
ideas on the topics are
more than welcome.

Shmenoay
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GLOBAL PRODUCTION NETWORKS
OF SHIPBUILDING INDUSTRY
USING HARMONISED INDUSTRIAL
DATABASE

Norihiko Yamano and Ali Alsamawi

OECD Directorate for Science, Technology and Innovation

OECD124th session of the Council Working Party on
Shipbuilding (WP6)

18-19 April 2017

» Available data sources

« Bilateral trade statistics
— Timely, 160+ countries, detail product
 Input-output database

— Detail and timely info available for some
countries

* Trade in Value added

— Inter-country relationship
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}) Production networks
(Steel ships, Korea 2014) Bilien KRW(of which imports)

Metal : Business
Steel products Machinery EEde
5055 3056 5806
(2448) (965) (2545) Value added
/ 6149
Ship building parts 3025 (121) — s
h_hrd 0.7
- - =
Ship building =y =
Bangladesh $1
z / \
% Domestic(141) and .
= ey | Breaking up for scrap

T Exports(32948)
h 4

Input structure of shipbuilding sector
(Billion KRW - Korea 2014)

Domestic
General machinery 3,262
Iron and steel 2,607
Other manufacturing 3,192
Other transport equip. 3,025
Metal products 2,092
Other 5233
VA: Compensation of 4.393
employees '
VA: Operating surplus (1.:346)
VA: Depreciation of
fixed capital 3,046
VA: Other net taxes 57
Output 33,089

Imports
2,545
2,448

21

121

965
1,429

Source: Bank of Korea, Input-Output Table

Total
5,806
5,055

3,213

3,146
3,056
6,662

168




» National 10 structure:
Input structure of shipbuilding sector

Import penetration of intermediate inputs
% of total intermediate inputs

5 - I{-.
\"}t’ @$ A ‘?ﬂq a‘\# \d*& & cf’.#

£ ' & & & W g
& X S { = 5
o “‘ d o8 %?xp"’ <+

5%

5%
20%
15%
1%
5%
0%

Source: Bank of Korea, Input-Output Table 2010

> National 10 structure:
Import contents share of exports

0%

-#-Passenger automabibes
G0%e -B-Buses

: —i=Trucks
£0% ,—-—F'_F'_F._F'_rf_"//\l

: =+~ Motor vahicles with spacial

400 — U =#=Trailars and containers
[ - ‘-‘\k’ ——Molor vehicle parts
30%
= Steal Ships
20% =c=Oher ships
~#-Ship repairing and ship
10% s
—-—E:lrnad vahicles and parls
0% === Ajrerafl and paris

2010 2011 oo 201 ap1g

Source: Bank of Korea, Input-Output Table
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)

Exports of ships by type and destination
(selected major exporters, 2010-2014)

Types of ships
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Source: UN Comtrade.
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Exports by destination
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” Trade in ships for breaking up

Vessels imported for breaking up
(sum of 2010 & 2011, million USD)

2000
I
1500
I m Rest of the world

1000 m Eastern Asia

— /;f ASEAN

- mNAFTA
500 _mEU28+OECD EUR
i B N =
Bangladesh China Pakistan

/ / What is TiVA?

An Alternative view of trade relationships
across countries ...

... measuring international flows of value added
and providing new insights into:

* Global interconnectedness
« Direct and indirect economic effects of trade

http://oe.cd/tiva
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> Examples of TiVA indicators

= Foreign value added content of gross exports i.e.
backward linkages in GVCs to upstream countries, and
their industries

» Domestic value added content of foreign exports i.e.
forward linkages in GVCs to downstream countries

« Distribution of services value added embodied in gross
exports of manufactured goods

» Decomposition of gross exports (value added of
exporting industry, indirect impacts from other domestic
industries, foreign value added)

* Country and industry origin of value added in final
demand goods and services

» Coverage

— The core of TiVA project is construction of an Inter-
Country Input-Output model (ICIO)

— 63 individual countries/economies + rest of the world
(covering OECD, EU, G2o, S.E. Asia)

— 34 industries
of which: 16 manufacturing sectors including
“Other transport equipment ”
— Heterogeneity within industry
Processing firms (China, 72)
Global manufacturing (Mexico, 52)
— Annual 1995 to 2011
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»“ Summary

* Increased foreign dependency

— Domestic VA sustained by foreign demand; and exports
per total VA

— Foreign contents in steel production

« Shipbuilding industry has relatively high foreign
content and is more dependent on foreign economic
demand than other transport equipment industries

* Further extensions to enhance quality of ICIO-based
analysis:
— Disaggregate the shipbuilding sector (ISIC3-351) from total
other transport equipment (ISIC3-35)

E.l_gl;. Australia, Germany, Japan, Korea, Mexico, United States, China,
Philippines and Thailand

— Transactions of scrap and changes in inventories

THANK YOU

More information at

http:/ioe.cd/tiva
http:/loe.cd/i-o

173



Appendix:
Industry list (1IC102016)

Australia, Germany, Japan, Korea, Mexico, China, Philippines, Thailand,

Shipbuilding separated
in data source
Agriculture, Mining
Manufacturing

Utility and Construction

Business services

Other services

[1510 Rev.g onde]

United States
Agriculiurs [01,05], Minirg [10,14]

Food products [15,16],
Texiiles & apparal[17,15]
Wood [20]

Paper print pubdishing [21,22]
Coke, petroleum[23]
Chemicalke[24]

Rubber & plastics[25]
MNon-melallic minerals[26]

Utilities [40T41], Construction [45]

Wholasale & ratall [50.52]
Hotels & restaurants [55]
Transport & slorage [G0-63)
Post & telecoms [G4]
Finance & insurance [65-67)

Public admin [75];

Education [BO];
Health [B5];
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Basic metals{27]
Fabricated metals{28]

Machinery [29]

ICT & electronics [30,32,33]
Electrical machinery [31]

kotor vehicles [34]

Other transport equipment [35]
Other manufacturing [36,37]

Fleal estate [70]

Renting of machinery [71]

IT services [72]

Ohher business services [73,74]

Other sarvices [90-83):
Private househalds [95)
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