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Q&A 

Q1: 
How is BAF calculated?

A: 
The formula is unique to OOCL. It is based on Trade / Trade Lane and Service Loop. It also considers vessel size and round voyage capacity. 


In general terms, the formula is comprised as follows:

BAF = Additional Bunker Cost* / Projected cargo loaded onboard

*Total Fuel Consumption X (Current Bunker Price/ton – Base Bunker Price/ton)

Q2:
What is the exact formula and the values of each component?

A:
OOCL has made a policy decision not to disclose the actual values for each component in the formula. Whilst we strive at all times to be totally transparent with our customers, the formula contains commercially sensitive operational data which we have no intention of sharing with the market. We will therefore only disclose the above components of the formula. 

Q3:
How often will the formula be calculated and therefore BAF changed?

A:
We will calculate the formula on a monthly basis by taking the average Bunker Price during that period. If the Bunker Price has moved beyond the agreed band of USD25 (either up or down), then it will trigger a recalculation of the total BAF payable in the following month. We will announce any changes to BAF with a 30 day notice period on our Global Website.  

Q4:
How do we determine the current Bunker Price/ton?

A:
We use a neutral third party provider of Bunker Price information (Platts) for all the major locations around the world. Bunker price data is freely available in the public domain from various sources.


Examples of publicly available bunker price information would be www.bunkerworld.com as well as the Cockett Index published in Lloyd’s List and Containerization International publications. 


// QUOTE from the website www.platts.com //

About Platts 
Platts, a division of The McGraw-Hill Companies, is a leading global provider of energy and metals information. With nearly a century of business experience, Platts serves customers across more than 150 countries. From 14 offices worldwide, Platts serves the oil, natural gas, electricity, nuclear power, coal, petrochemical and metals markets. 

Platts' real time news, pricing, analytical services, and conferences help markets operate with transparency and efficiency. Traders, risk managers, analysts, and industry leaders depend upon Platts to help them make better trading and investment decisions. 

About The McGraw-Hill Companies 

Founded in 1888, The McGraw-Hill Companies (NYSE: MHP) is a leading global information services provider meeting worldwide needs in the financial services, education and business information markets through leading brands such as Standard & Poor's, McGraw-Hill Education, BusinessWeek and J.D. Power and Associates. 

The Corporation has more than 280 offices in 40 countries. Sales in 2007 were $6.8 billion. Additional information is available at www.mcgraw-hill.com.

// END QUOTE //

Q5:  
What grade of bunker fuel is used by OOCL? 

A: 
We burn various grades of fuel in strict compliance with all laws pertaining to the countries within which we operate our vessels and services. 

Q6:  
What are the vessels being taken into account for calculating fuel consumption? 

A: 
We have selected a number of representative vessels for the purposes of calculating fuel consumption. This is more manageable than taking the actual consumption data of all our operating vessels – it saves us on complex calculations, it averages the costs within a defined Trade and saves on administrative costs.  

Q7: 
Can you explain why BAF was so high in the conference environment and is now being lowered?

A:
The change results from the Base Bunker Price adjustment. Whilst conferences used Base Bunker Prices from around 1990, we have used a base price from 2005. This has resulted in a doubling of the Base Bunker Price in our formula and a reduction of the Bunker price for our customers. This has meant that we have rolled the difference into the ocean freight, hence a revenue neutral position has been maintained whilst BAF is now more reflective of the prevailing fuel price conditions. We believe this is a fair and reasonable solution based on prevailing market conditions. 

Q8: 
What is the short term and long term impact to my business?

A: 
We have produced an illustrative example of how the BAF is calculated for transatlantic to/from US East Coast cargo and the upside and downside risks to you and to OOCL if the price of fuel changes substantially. 

See the attached illustration.
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Please refer to the excel worksheet appendix for updated illustration for other trade corridors.
Q9: 
OOCL is increasing the Base Rate and lowering the floating BAF.  Why should I agree to this?

A:
The OOCL formula reduces volatility by setting a more realistic base price versus today’s actual bunker price. The total all-in rate is the same for the customer, whilst being more reflective of actual market conditions.

Q10: 
I’m not aware of deregulation.  Why do you want to change my rate/BAF structure?

A: 
De-regulation essentially means that the existing conference structure is disbanded. Those individual carriers who choose to charge a BAF need their own independent method of calculating the charge. Taking this opportunity, OOCL has constructed our own BAF formula to more realistically reflect the current market conditions with regards to this charge. 

Q11: 
Why do other shipping lines within the same consortium as OOCL charge different BAF quantum's?

A:
Each carrier can make its own independent decisions whether or not to charge a BAF and if so, what the calculation method and resulting quantum will be. As we have derived our formula based on OOCL’s costs, we are not privy to any other carrier’s organization and fuel exposure. If a customer wants to understand another carrier’s costs, they will need to speak to that carrier directly.


Q12:
It is very confusing working with each shipping line as you all have different surcharges, charges and formulas. Why has this happened?

A:
As the conference structure has been disbanded within the European Union, the commonality amongst pricing structures and surcharges between conference lines has disappeared. This inevitably leads to a much wider range of charge items being quoted in the market. OOCL has a very strict policy to ensure legal compliance within each country where we operate, so we have developed our own independent Pricing and Surcharge structure based on our own costs and operational requirements. 

          OOCL (Benelux) N.V.

          Theater Building, Italiëlei 124 bus 74, B-2000 Antwerp

          General phone number: +32 3 234 88 11,
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