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Abstract

Korea's LNG and crude oil are the most important energy and export raw materials, but 100% import
resources by overseas. However, tanker shipping companies, which play the most crucial role in
energy cargo security, are very small in number and size, which can be a factor in the supply chain
crisis. Therefore, this paper studied the policy of expanding tanker transportation necessary for the
transport of crude oil and LNG in Korea.

In the existing literature, there was no policy study necessary for tanker ships, but referring only
to the importance of overseas energy development and transportation, so we tried to derive various
demands necessary for expanding the tanker fleet through expert interviews and AHP which was
conducted on 89 related energy institutions to derive policies and their priorities.

The results of the study are as follows. As for the policy, the financial support policy was the

highest priority, followed by the business and the mutual cooperation policy of related agencies. Tax
support (22.6%) and ship financing (19.4%) were the highest priorities, followed by the Energy
Intermediate Promotion Act (11.9%), Tanker Guarantee Insurance (10.6%), Energy Budget
Independence (9.3%), and Korea Trader Development (8.2%). Energy governance (6.3%),
information center establishment (6.2%), and energy procurement committee (5.5%) ranked seventh,
eighth, and ninth.
The research results show that it is necessary to supply sufficient ships to the market through the
expansion of ship finance for tankers and to follow business support policies such as guarantee
insurance. In addition, it was also possible to derive that the financial resources need to be
determined by law and independent budgets for consistency and continuity.
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Fig. 2.1. World Crude Oil Trade Movements

Unit: Million Ton
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Fig. 2.2, World LNG Trade Movements
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Fig. 2.3. World Seaborne Oil&Gas Trade

Unit: Million Ton
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Fig. 2.4. Korea Seaborne Imports of Oil & Gas
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Table 2.1, Korea Owners of Crude and LNG Ships 2021

Thousand LNG Thousand
Rank VLCC Owner  VLCCNo. DWT LNG Owner No. DWT
8 SK' Shipping 24 7,514 -
noo- Hyundai LNG 17 1,503
Shipping
Sinokor _
1 Merchant 16 4,909
B H-Line/Pan
15 Ocean/SK 15 1,440
16 - SM Group 14 938
19 - H-Line Shipping 14 1,250
24 - SK' Shipping 12 1,046
_ Sinokor
% Merchant 12 %0
43 HMM 5 1,500 -
47 SM Group 4 1,201 -
Korea Total 49 15,124 Korea Total 84 7,137
Grobal Total 849 261,880 Grobal Total 681 55,380

Source: Shipping Intelligence Network, Clarkson 2022
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Table 3.1 Energy Sector Experts Interview about Transportation Support Policy

Expert

Opinion

Energy
Agencies

* | think the most important part of the crude oil/gas transportation support
policy is financial/guaranteed support.

* We need a long-term support policy by establishing consistent government
directions and policies

* According to the recent eco—friendly low—carbon policy, there are many
negative opinions on crude oil and gas, so it seems necessary to change the
perception of this area

* Due to the exclusive status of the Korea Gas Corporation, | think direct
importers have a lot of restrictions. | hope that these areas will be more
transparent and fair.

* Securing stable business opportunities for our companies based on G2G

* Provide opportunities for business feasibility analysis at the government level

* Establish long—term investment conditions by securing a stable profit structure

* a reduction in fares

* Given the importance of energy policy and the complexity of the industry,
separate ministries and special laws governing energy policy need to be
created to support it

* It seems that the business effectiveness is poor because it pursues safety too
much

* It is necessary to implement policies that are unshakable by establishing
energy policies through careful consideration.

* The Energy Agency should be independent as an independent body, such as
the Constitutional Court and the NEC, and independent policies, such as
military diplomacy, should be carried out steadily.

* As an energy—free country, strategies for securing energy and implementation
are needed

*In the form of evaluating short-term performance creation, the goal cannot be
achieved

* The mid- to long—term support policies for stable and economic transportation
are continuously developed and implemented

* Preemptive financial support is more important than backward support.

Marine
Transportation
Sector

*In the case of blue-chip companies from the existing loan—oriented method, it
is necessary to support securing financial soundness through an active equity
investment method

*If it is judged to be a really important and necessary policy, bold tax benefits
in the medium and short term are a big incentive.

* Pre-shipment support — Ship purchase subsidies, interest reduction, etc

* Support for refineries — training professional traders, etc

* Broker shop support — Need to prioritize work from domestic line injection to
train domestic companies

* When domestic affiliates participate in large—scale projects by Oil Gas Major,
financial and policy support must be greatly strengthened to be effective in
national energy policies.

* If the shipper can place an order through guarantee insurance when ordering
a new tanker ship, it will be a good policy to increase the size of the ship
(including a reduction in guarantee fees).

* Excessive sensitivity to freight rates of crude oil and gas importers as a
shipping worker, long-term stable transportation measures for domestic
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in the LNG industry

transport

activities

imports, especially easing the monopoly status of the Korea Gas Corporation
* We need government tax, guarantees and financial support for energy

* In the case of Korean shippers, it is considered necessary to enforce the law
to use more than a certain percentage of Korean shipping ships, and to
provide support (benefits) accordingly

* Revision of various laws, etc. that do not conform to reality in corporate

* Need to support policies such as taxation that meet global trends
* Expand domestic use of foreign ships for smooth ship transportation.

Energy * Considering the high dependence on Middle Eastern countries, support is
orporates e X X -
needed, such as diversification of introduced countries and response policies
to the promotion of oil hubs in Northeast Asia
* If a separate fund is set up for specific policy effects such as energy policies
in guarantee insurance or financial support work, financial support will be
smoother in the future
* Domestic banks' participation in ship financing is low. | think we need to think
about this as our bank's competitiveness is weak. | hope that
GOV government-level support measures will be discussed.
Agencies for | © Establishment of a collective energy transportation support system centered on
SOC, ministries in charge of energy procurement policies
Finance * Support for resource development projects

* It is necessary to introduce the ship tax lease system (taxation for energy
transport companies) in Japan, France, and the United Kingdom

* It is necessary to expand RG issuance for ship orders and to expand
low—interest loans for construction funds

* The need for independence in the energy budgeting decisions of ministries

Source: Author Interview via R&R
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Table. 3.2 Suggestions for Supportive Policies of Energy Cargo Transportation

Policy

Details

Warranty/Insur
ance

. Guarantee Insurance

Performance Guarantee: Guarantee of Transportation Performance

Bid Guarantee: Long-term Contract Bid Deposit Guarantee

Credit Guarantee: Credit Guarantee in Prehistoric Financial Loans
Compensation insurance: Compensation insurance for damages arising from
non-performance of transportation, such as delay, non—preparation of ships, etc

. Shipper guarantee insurance

- Payment Guarantee: Freight Payment Guarantee

Compensation for damages due to non—delivery of cargo, non-receipt, etc.

Tanker Vessel
Financial
Assistance

. Expansion of the size of policy financing for tanker ship financing principal

and interest
ECA expands Korea Development Bank's Priority loans
K-Sure and KOBC Expands 2nd Debt Guarantee

- Support for ship financing through acquisition of ship collateralized bonds

nNo

. Financial investment in the formation of tankers and predecessors

- M&A Investment Financing to Expand Tanker Generation

Equity investment in tanker joint ventures such as Tanker Pool

Tax support

. Tax support for shippers who use national tankers

FOB + National shipping company using Importer: corporate tax reduction,
import levy (additional) refund, cost subsidy, etc

. Support for the Spot transportation and foreign nation transactions

- Expanded wage preservation rate for essential tanker fleet crew members a

cut in oil/gas ship tonnage rates

. Amendment of the Overseas Energy Development Bill to expand the scope

of middle stream Business

Overseas Resource Development Business Act

the Act of Private Sector Investment for SOC

Energy and Resource Business Special Accounting Act
Special Act for Tax Reduction

. Trends in energy upstream and downstream businesses

Major Crude Oil/LNG Country Resource Policy — Bidding and Development
Information

Eg?é%y& - PPP projects (rgfining, power generation, port information)
Transportation 2. Company MaA mfpr_matlon . -
Information ~ Mergers and Acquisitions Trends in Upstream Mining Areas — Mergers and
Center Acquisitions Trends among Transportation Companies
3. Resource policies and business trends in competitors
- Trends in China's Energy Development and Transportation Business
- Trends in Energy Development and Transportation Business in Japan
K 1. Fostering companies entering overseas resource distribution
orea -~ ) . ' .
Trader - Acqwsmon of overseas storage devices and support for investment financing
development - Promotional Support
- Tax support for resource trading
Energy 1. Fostering companies entering overseas resource distribution
Middle Stream | - Acquisition of overseas storage devices and support for investment financing
Business - Promotional Support

Promotion Act

Tax support for resource trading
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1. Prime Minister—level cooperative committee of related ministries
- Upstream and downstream have opportunities to expand their businesses
National and determine the extent of dgfigit tolerance
Energy - Annual development and acquisition goals, budget and reserve funds,
P performance reporting and inspection, limitations of divisional allocation and
rocurement o . ' ) : )
Commission respon3|b|||ty, scope of immunity, and allocation of authority for promotion of
business
2. Enactment of a special law on the establishment of a committee
- Specification of granting returns to committee activities
1. Establishment of Overseas Energy Resource Development Organization
Energy - Short—t_erm loss management for long—term investment
Procurement - Managing Track Records Up and Downstream
G - Coordinating differences between relevant ministries and managing project
overnance ) 4
implementation
- Support for private and public enterprises to export packages
1. Separation of energy budget accounting
- Separating the deficit of individual construction to prevent the construction
from becoming insolvent
Energy - Economic experiments on scale such as package exports and integrated
Budget projects downstream through integrated budget management
Independence | 2. Creating a sovereign wealth fund for energy development projects
- Creating an alternative investment fund for long-term investment(20years
more)
- M&A Investments in Joint Venture

Source: Author Research and Interview via R&R
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Fig. 3.1. Decision Hierarchy for Energy Cargo Transportation Policies

Target
Expansion of Energy Cargo Transportation Business

shipping companies

Measurement Target
The expansion of Market Share of the national tanker
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Table 4.1. Energy Cargo Transportation Policies AHP Results

Tier 1 Tier 2 Target
Weight . Weight .
Category of Tier 1 Policy of Tier 2 Priority
Financial Warranty/Insurance 20.2% 10.6%
Support 52.6% Tanker Vessel Financial Assistance 36.8% 19.4%
Policies Tax support 42.9% 22.6%
Energy Cargo & Transportation Information o o
Business Center 23.7% 6.2%
Sgﬁgzz 2%.3% Korea Trader development 31.2% 8.2%
Energy Middle Stream Business Promotion Act 451% 11.9%
Inter-agency& National Energy Procurement Commission 26.2% 5.5%
authorities 211%  Energy Procurement Governance 29.6% 6.3%
cooperation
policies Energy Budget Independence 44.2% 9.3%

Source: Author

Table 4.2. AHP Results: Energy Agencies Perspective

Tier 1 Tier 2 Target
Category \é\]{eﬁgt 1 Policy \é\f/e.ﬁg: 9 Priority
Financial Warranty/Insurance 21.6% 10.4%
Support 48.1% Tanker Vessel Financial Assistance 29.0% 13.9%
Policies Tax support 49.5% 23.8%
Business Energy Cargo & Transportation Information Center 27.5% 7.6%
Support 21.7% Korea Trader development 28.8% 8.0%
Policies Energy Middle Stream Business Promotion Act 43.7% 12.1%
Inter-agency National Energy Procurement Commission 27.1% 6.5%
8authorities 24.1% Energy Procurement Governance 26.5% 6.4%
cooperation
policies Energy Budget Independence 46.3% 1.2%

Source: Author
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Table 4.3. AHP Results: Tanker Shipping Perspective

Tier 1 Tier 2 Target
Weight . Weight .
Category of Tier 1 Policy of Tier 2 Priority
Financial Warranty/Insurance 12.3% 7.5%
Support 61.0% Tanker Vessel Financial Assistance 45.6% 27.8%
Policies Tax support 2.1% 25.7%
Business Energy Cargo & Transportation Information Center  22.7% 5.2%
Support 22.9% Korea Trader development 29.8% 6.8%
Policies Energy Middle Stream Business Promotion Act 47.4% 10.9%
Inter-agency National Energy Procurement Commission 33.4% 5.4%
Sauthorities 0 4o/ Energy Procurement Governance 27.5% 4.4%
cooperation
policies Energy Budget Independence 39.1% 6.3%

Source: Author
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