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2020 – New low sulphur surcharge
The 0.50% limit will apply on and after
1 January 2020, but to comply vessels
will have to commence the switch in
late November / early December.
Can there be a delay in
implementation?
No, legally, there can be no
change with the 1 January 2020
implementation date. However, IMO
Member States will work in the relevant
IMO technical bodies to address any
issues that might arise with regards
to ensuring consistent implementation.

From 1 January 2020, Seatruck
Ferries will have to comply with
new regulations regarding the limits
for sulphur in the main engine fuel
that we use. From this date new
worldwide sulphur regulations will
apply onboard our vessels limiting
the sulphur content to 0.50%. This
regulation is designed to significantly
reduce the amount of sulphur
oxides emanating from ships and are
designed to have major health and
environmental benefits for the world,
particularly for populations living
close to ports and coasts.
The main type of “bunker” oil for ships
is heavy fuel oil, derived as a residue
from crude oil distillation. Crude oil
contains sulphur which, following
combustion in the engine, ends up
in ship emissions. IMO regulations to
reduce sulphur oxides emissions from
ships first came into force in 2005,
under Annex VI of the International
Convention for the Prevention of
Pollution from Ships (known as the
MARPOL Convention). Since then,
the limits on sulphur oxides have
been progressively tightened.
What are the limits on sulphur
in the regulations?
Until 31 December 2019, for ships
operating outside Emission Control
Areas, the limit for sulphur content
of ships’ fuel oil is 3.50%.

What must ships do to meet the
new IMO regulations?
Ships will need to use fuel oil which
is inherently low enough in sulphur, to
meet IMO requirements. New blends of
low sulphur fuel oil for ships are being
developed, but these fuels will cost
significantly more than the current
higher sulphur fuel.
As an alternative option ferries could
continue to purchase heavy fuel oil
by installing “scrubbers” to reduce
the output of sulphur oxide as the
exhaust gases pass through the funnel.
These scrubbers are expensive and
controversial with many Ports, including
Dublin, who have banned the use
of open loop scrubber designs on
environmental grounds. Seatruck and
most Irish Sea operators have chosen
to burn the new 0.5% fuels rather than
fit scrubbers.

Further details will be issued as
information becomes available, if
you have any questions regarding
the information given please email
keg@seatruckgroup.co.uk
Please visit IMO link for additional
information:
www.imo.org/en/MediaCentre/
HotTopics/Pages/Sulphur-2020.aspx
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What does this mean for Seatruck?
To comply with the new worldwide
legislation Seatruck will have to
buy 0.5% sulphur fuel, which will
significantly increase fuel costs. Fuel is
a very large element of the total costs
for a ferry operator. This significant
and unavoidable additional cost will be
passed onto the customers in the form
of a new low sulphur surcharge.
Will the current BAF percentage
model remain in place?
No, Seatruck will replace its current
BAF surcharge with a new low sulphur
surcharge. To comply with the legislation
from 1 January 2020 it is likely that this
new surcharge will have to be in place
from 1 December 2019. The switchover
is a complicated process and noncompliant fuel will have to be completely
removed from each vessel. Details of the
new matrix will be issued later in the
year, but it will be based on the 0.5%
index price and the USD/GBP exchange
rate as all fuel is traded in dollars.
How will this affect prices ?
Significantly, as the cost of 0.5% fuel
will be much higher than existing heavy
fuel oil, at this stage it is challenging to
estimate the exact price. Fuel prices
remain volatile, and the worldwide
demand for low sulphur fuel will
dramatically increase in line with this
new legislation. Fluctuating exchange
rates also impact the delivered price to
Seatruck. Based on some predictions
the low sulphur surcharge could add
as much as £40 per unit to the current
surcharge.
What can I do to offset the increase
in cost?
We advise all Seatruck customers to
communicate this information back
to their customers. Ultimately this
additional cost will have to be passed
to the end users. If you are tendering
for contracts for January 2020 onwards
then it is vital that this additional cost
is factored in to your pricing.

