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Jurisdictional coverage

SURVEY DEMOGRAPHICS

Americas
(of which 54%
US and Canada)

By company type
Operators 40%
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60%

Circa 500

NUMBER OF

RESPONDENTS

Asia and Pacific

Clevel, Executive VPs | Director 40°%
and similar roles | level o

Charterers 14%

Europe, Middle
East and Africa

Financiers 46%
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Survey demographics
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By company turnover
Up to US$250m
US$251m — USS500m
e US$501m — USS1bn

>USS$1bn

OPERATORS™ IN DETAIL

By ownership

H Privately held
(family owned)

Other
M Publicly listed

W Privately held
(other)

*Deep sea commercial shipping across all maritime classes
including tankers, bulk-carriers, container vessels, cor carriers,
gos carriers (LNG, LPG)

CHARTERERS? IN DETAIL

B Commodities

B Oil major/energy
company
Other end user

24% 15%

[ Containers

10il majors, commodities
houses, end users

32%

34%

By types of ships (multiple responses possible)

Container

vessel 78%
0000OGOOO

S rt
Elar voirel  35%
000

walidide Car carrier  18%
[ X |

AT ING 10%
@

S Bulk carrier 57%

(X X X X X |

S Tankers**  34%
000«

TS PG 13%
( X

—L Other 4%
€

**Crude/product/chemical, efc.

FINANCIERS IN DETAIL

30%

B Bank

B Pension fund/other
institutional investor

Private equity firm

M Shipping investment
fund

M Lessor
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Industry expert interviewees
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Giorgio Guadagna
Business Partner for Sustainability and Decarbonisation
Stolt Tankers

Andreas Sohmen-Pao
Chairman

BW Group

Rasmus Bach Nielsen
Global Head of Fuel Carbonisation
Trafigura

Guy Platten
Secretary General
International Chamber of Shipping

Christos Tsakonas
Global Head of Shipping
DNB Bank

James Tong

Managing Director
Citibank
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Interviewee quotes:

“The number of ships that have been ordered over
the last two years that can burn alternative fuels is
pretty substantial. On the flip side the number of
facilities that can supply these alternative fuels
around the world is pretty limited.”

Giorgio Guadagna

“The big needle-moving solutions like ammonia
and methanol are not ready yet in terms of fuel
supply and price, so it will take time.”

Andreas Sohmen-Pao

“The biggest issue holding people back is the cost
difference between low- and zero-emission fuels
versus fossil fuels.”

Rasmus Bach Nielsen

“Without humans operating the ships, it’s not
going to work, so the ‘S’ is very important and the
‘G’ — it goes hand in hand with all of that.”

Guy Platten

“Two years ago we could see the mountain; now
we have started to climb it.”
Christos Tsakonas
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Shaping the ESG Agenda

FIGURE 1: In relation to ESG issues, who are you most influenced by?

Response options (select two)
. Regulators . Charterers

. The shipping industry generally

Top two influencers in each category

Environmental

79%

of shipowners list the Getting to
Zero Coalition and the Poseidon
Principles among the top three
factors impacting their business
in the last two years.
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. Financiers, investors . Competitors in your own sector

- Insurers

Public perception

Governance

Social

“Public pressure does something, but not as much
as we would like to think. In shipping, most of
what happens, whether it’s sustainability or
anything else, comes down to the regulatory and
financial aspects.”

Giorgio Guadagna, Business Partner for
Sustainability and Decarbonisation at Stolt
Tankers
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5 Key findings

#1 The industry now has a better understanding of how
long it will take to meet ESG goals.

_ _ _ #2 Shipowners have become more collaborative.
Drawing on a series of in-

depth interviews with
shipowners, charterers and
financial institutions, and a
global survey of circa 500

executives and senior

managers across those

#3 Shipowners are more concerned about choosing the
right technology than how to pay for it.

#4 After a surge in gas prices, LNG and LPG have fallen

communities behind many other alternative fuels in the sustainability
planning of shipowners.

#5 Within the wider shipping industry, there is strong
support for carbon trading and carbon offsets, which will
be important for emissions reduction.
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Key finding #1
The industry now has a better understanding of how long it
will take to meet ESG goals

Q: What proportion of the maritime industry do you expect to successfully address the following ESG issues within
the next five years:

Meet carbon/emissions reduction targets
Mean: 28%
:
T 2020: 40%
Environmental targets — end of life assets/ship recycling
: Mean: 30%
5
2 I 20201 42%
Meet board diversity targets
Mean: 32%
1p% TN Y00 a0t
Meet crew welfare targets

g Mean: 35%
2 N T
' R 2020: 45%

Meet financial reporting targets

— Mean: 34%
15% 26% 19% - 2020: 46%
Onshoring of operations
: y18 Mean: 33%
I S N TS
e T S
" Less than 10% B 11-25% B 26-50% W 51-75% B 76-100%
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Key finding #2

Shipowners have become more collaborative

Q: Tie-ups in pursuit of ESG goals?

Who have you formed tie-ups/JVs with2 (Select all
that apply)

Private equity [T

Energy player 1*

56%
52%
Othor shipowners
n LG
32%
23%

Class society 6%

Chartorors TR
Toch companies NEREY

Energy player 21 8%
-

*Renewable/sustainable

Other toil & gas

Have you had any tangible progress resulting from such tie-ups?

W

B yes B No

e

N
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No 44%

What are the barriers for forming tie-ups/
JVs in pursuit of ESG goals?
(Select all that apply)

n Inability to identify
suitable candidates

Reticence about
collaboration with
others

Regulatory restrictions

Confident that ESG
goals can be achieved
without necessity for
any tie-up

(Y -
L 30%K
28% ©
S

(1 i 2 3

WATSON FARLEY & WILLIAMS



Key finding #3

Shipowners are more concerned about choosing the right
technology than how to pay for it

Q: What limits your investment in emissions reduction (top 3 rankings)?

Uncertainty about which new alternative technology is appropriate

Regulatory horizon not sufficiently clear

Access to funds/finance

Insufficiently reliable new alternative technology

Q% 16%

Not part of our corporate strategy

B st rank B 2nd rank B 3rd rank
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Ranked highest!

“Access to funds/ finance” by region
(mean ranking, i.e. lower mean =
higher priority):

* Americas: 1.7 (N America: 1.5)
*EMEA: 2.3

* APAC: 2.3

Filter: Shipowners/operators only
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Key finding #4
After a surge in gas prices, LNG and LPG have fallen behind many
other alternative fuels in the sustainability planning of shipowners

Q: What types of alternative fuel sources are you considering using within the next five years?

Biofuels
Wind
Hydrogen -
as a fuel
Solar

Hydrogen -
fuel cells

LNG/LPG/CNG

Clean ammonia
Electricity -
shoreside power
Methanol

Electricity - battery
packs & storage

Ethanol

No alternative
fuel sources

I 5 2022 data
I %
I %
L En
. 1 0
I 5
I ;0% 2020 data
I - c%

$Q11_1 Within the next five years:What types of alternative fuel sources are you
_ 28% considering using in the future?
. 2 -
- 8% Bio fuels

Electricity - batery packs & storage

Electricity - shoreside power

Hy drogen asa fuel

* Options for 2022 and 2020 not identical

Filter: Shipowners/operators only
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Solar and wind

Clean ammon ia

Not considering use of ater native fuel sources

Hydrogen - fuel cells

Alcohols (e g methanol)

Other (please specty)
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Key finding #5
Within the wider shipping industry, there is strong support for carbon trading
and carbon offsets, which will be important for emissions reduction

Q: In your view, to what extent will carbon trading and carbon offsets play a role in the journey to net zero in the

shipping industry?

B Important — not possible to achieve net zero without it

B Relevant but not critical

B Insignificant as focus will be on zero emission fuels
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How WFW can help

195+ PARTNERS RANKED BAND 1 BY

700+ LAWYERS CHAMBERS & PARTNERS

25+ LANGUAGES SPOKEN FOR SHIPPING IN 13
JURISDICTIONS,
INCLUDING, UAE ASIA-
WIDE AND GLOBAL

GREEN FINANCE
INITIATIVE OF THE YEAR
AWARD AT MARINE

TAILORED ESG

MONEY 2021 STRATEGIES GREEN SHIP FINANCE
EFFECTIVELY DEAL OF THE YEAR AT
IMPLEMENTED MARINE MONEY 2021
FULL SERVICE TO THE
MARITIME INDUSTRY: '
ADVISING ON FINANCE, ‘ ‘
CORPORATE, TAX, ‘
REGULATORY, DEDICATED MARITIME
EMPLOYMENT AND LAWYERS ACROSS 19
DISPUTE RESOLUTION INTERNATIONAL OFFICES
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ATHENS BANGKOK DUBAI DUSSELDORF FRANKFURT HAMBURG HANOI HONG KONG
LONDON MADRID MILAN MUNICH NEW YORK PARIS ROME SEOUL SINGAPORE SYDNEY

All references to ‘Watson Farley & Williams', ‘WFW' and ‘the firm’ in this document mean Watson Farley & Williams LLP and/or its Affiliated Entities. Any
reference to a ‘partner’ means a member of Watson Farley & Williams LLP, or a member or partner in an Affiliated Entity, or an employee or consultant
with equivalent standing and qualification. The transactions and matters referred to in this document represent the experience of our lawyers. This
publication is produced by Watson Farley & Williams. It provides a summary of the legal issues, but is not intended to give specific legal advice. The
situation described may not apply to your circumstances. If you require advice or have questions or comments on its subject, please speak to your usual
contact at Watson Farley & Williams.

This publication constitutes attorney advertising.
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