
 

 
 
 

 

Solutions   to   optimize   your 
bunker   procurement   process, 
reduce   your   fuel   costs   and 
manage   bunker   risks 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

   



 

Context  
       

“Bunkers”   is   the   term   used   to   describe   the      fuels   used 
by   ships   for   their   power   and   propulsion.   Bunkers   are 
typically   the   largest   item   of   vessel   expenditure, 
accounting   for   up   to   85%   of   total   operating   costs   (on 
a   large   container   vessel)   .   As   such,   even   a   small   saving 
on   the   price   paid   for   bunkers   will   have   a   large   effect 
on   the   overall   profitability   of   the   vessel.   OilFront 
estimates   that   up   to   1.5%   of   total   bunker   costs   more 
than   $2Bn   is   left   on   the   table   by   the   shipping   industry 
annually   due   to   overpaying   for   bunkers   and   missing 
claims.  
 
New   IMO   regulations   come   into   force   in   2020 
reducing   the   permitted   sulphur   content   of   bunkers 
from   3.5%   to   0.5%.   It   will   not   be   possible   to   meet   this 
more   stringent   specification   using   only   heavy   fuel   oil 
and   more   distillate   oils   will   need   to   be   blended   into 
the   pool.   Heavy   fuel   oil   is   a   byproduct   of   the   refining 
process,   and   is   sold   at   a   discount   to   crude   oil. 
Distillate   fuels   such   as   MGO   sell   for   a   premium   to 
crude   oil   prices.   This   means   that   bunker   prices   will 
rise   relative   to   the   crude   oil   price.   Moreover   ,at   the 
time   of   writing,      the   crude   oil   price   in   2017   was   30% 
higher   than   the   2016   average   price   .  
 
Having   a   greater   number   of   fuels   in   the   market   and 
increased   blending   requirements   to   meet   new 
specifications   will   result   in   more   complexity   and   fuel 
compatibility   risk   for   Shipping   companies.   Oversight 
and   good   decisions   will   be   even   more   important   after 
the   change.  
 
This   white   paper   describes   some   of   the   challenges 
faced   by   shipping   companies   and   describes   ways 
technology   can   be   used   to   manage   the   increasing 
complexity   and   reduce   costs.  
 

 

Outlook 
 
Core   profitability   of   a   shipping   company   is   a   balance 
between   freight   rates   and   operating   costs.   Individual 
companies   cannot   control   depressed   freight   rates   (a 
result   of   an   excessive   number   of   ships   in   the 
industry),   but   they   can   take   proactive   measures   to 
manage   costs.   As   bunkers   account   for   up   to   85%   of   a 
vessel’s   operating   costs,   shipping   companies   need   to 
streamline   their   fuel   procurement   process   to   ensure 
they   get   the   best   prices   and   remain   competitive 
during   this   down   cycle.  
 
How   is   Bunker   Procurement   currently   done? 
 
Bunker   Buying   is   a   difficult   but   vitally      important   job 
because   there   is   a   large   amount   of   uncertainty   on 
who   the   good   suppliers   in   a   port   are   and   what   the 
price   should   be.   A   smart   buyer   is   worth   his/her   weight 
in   gold   and   can   save   millions   by   helping   tip   all   the 
little   decisions   in   the   favour   of   the   shipping   company.  
 
In   a   competitive   port   it   is   possible   to   save   US$2-5   /   MT 
or   1-2%   of   the   fuel   cost   by   negotiating   skillfully   and   in 
more   opaque   ports   this   can   be   as   much   as   5-10%.   The 
buyer   also   needs   to   keep   a   mental   map   of   who 
operates   in   each   port   and   how   reliable   they   are.   In 
some   cases,   taking   the   cheapest   quote   will   cost   the 
shipping   company   more   money   in   demurrage, 
missing   bunkers   or   off-spec   bunkers,   which   can   also 
wreak   damage   to   onboard   machinery.  
 
The   only   way   to   find   out   the   real   price   in   a   given   port 
is   to   request   quotes   from   suppliers   and   negotiate.   It   is 
time-consuming   to   maintain   a   picture   of   where   prices 
are   in   every   port   on   a   given   day.   Index   prices   are   a 
useful   starting   point   and   the   best   available 
benchmarking   tool   but   even   these   do   not   give   the   full 
picture.  
 
There   are   many   demands   on   a   bunker   buyers   time 
and   focus   as   ships   don’t   stay   still   and   things   are 
always   changing.  
 
 
 
 
 



 

Communication   flows   through   a   chain,   meaning   that 
messages   need   to   be   passed   through   a   series   of 
people,   each   of   whom   need   to   receive,   understand 
and   pass   on   the   message.   Because   there   are   so   many 
people   there   is   a   high   chance   of   something   / 
somewhere   being   misinterpreted   or   forgotten.   To 
reduce   this   risk   a   lot   of   time   is   spent   ‘handshaking’, 
passing   information,   and   getting   confirmation   that 
the   other   person   understands   the   information   and   is 
acting   on   it   in   a   timely   manner.  
 
The   chain   of   communication   to   strike   a   deal   is 
typically   as   follows   :

The   chain   of   communications   to   fix   logistics   or   claims 
is   typically   as   follows   :  

 
 
Bunker   buyers   typically      use   Microsoft   Excel   and   email 
to   keep   all   these   balls   in   the   air.   As   these   tools   were 
not   designed   for   the   purpose   there   is   a   lot   of 
duplication,   frustration   and   time   wasted   searching   for 
information   buried   in   emails,   especially   when   chasing 
up   claims   after   time   has   passed.   With   so   much 
information   going   back   and   forth   (prices,   logistical 
details,   claims,   inspection   reports   etc.)   it   becomes 
very   difficult   to   keep   accurate,   up-to-date   records   and 
to   maintain   a   clear   audit   trail.   Manual   checks   are 
required   to   ensure   that   the   buyer   gets   what   he   paid 
for   and   things   run   smoothly.   Producing   reports   and 
benchmarking   exercises   are   time-consuming   and 
typically   happen   once   a   month   to   show   management 
that   the   buyer   and/or   team   are   doing   a   good   job.  

How   can   technology   help? 
 
Make   your   buyers   more   effective   by   giving   them 
better   tools.  
● A   framework   provides   information   when   it   is 
needed,   so   the   buyers   go   into      negotiations   better 
informed.   Knowing   which   suppliers   operate   in   a   port 
and   the   grades   they   supply   will   be   even   more 
important   in   the   run   up   to   2020,   when   there   will   be 
many   new   offerings   to   comply   with   the   new 
regulations.  
● Automating   administrative   processes   gives 
the   buyer   more   time   to   focus   on   the   value-adding 
parts   of   the   business.   They   can   spend   more   time 
negotiating   and   less   time   filing,   creating   reports,   etc. 
● Even   in   competitive   ports,   good   negotiation 
typically   achieves   a   1-2%   discount.   For   a   ship   which 
burns   10,000MT   of   bunkers   in   a   year   @   a   bunker   price 
of   $300MT   a   1%   saving   is   worth   $30,000.   For   a   fleet   of 
50   ships   that's   a   $1,500,000   annual   saving.   
 
Improve   the   expected   outcomes   on   claims 
● Prevent   claims   from   falling   unnoticed   during 
busy   periods  
● A   framework   provides   the   information   in   a 
structured   way   so   it   takes   less   time   to   file   accurate 
claims   and   follow   up   on   past   claims 
● Identify   when   quality   and   quantity   claims   are 
economical   by   comparing   test   results   and   contract 
● Track   supplier   performance   in   a   structured 
way   and   exchange   information   with   other   shipping 
companies.   Assuming   10%   of   deliveries   have   a   claim 
worth   5%   of   the   total   value   at   a   bunker   price   of 
$300MT   then   for   a   ship   which   takes   10,000MT   of 
bunkers   expect   to   have   claims   on   1000MT   worth 
$15,000.   For   a   fleet   of   50   ships   recovering   claims 
could   be   worth   $750,000   a   year.  
 
Better   processes   reduce   risk 
● Reporting   and   Benchmarking   help   the 
business   measure   the   performance,   reward   its   staff 
and   help   identify   actionable   items   to   improve 
● A   clear   audit   trail   protects   both   employees 
and   the   business 
● Having   one   system   where   operators,   buyers 
and   management   can   log   in   and   see   the   status   of   a 
deal   means   that   everyone   is   working   on   the   same 
information 
 



 

Who   are   OilFront?      Why   are   they   different? 
 
OilFront   is   an   independent   technology   company 
focussed    entirely   on   providing   technical   solutions 
to   the   bunker   market.    Using   the   latest   technology 
and   spreading   the   costs   over   many   businesses   means 
they   can   offer   solutions   affordable   to   all   shipping 
companies.   There   are   no   expensive   upfront   or 
maintenance   costs.   Pricing   is   calculated   based   on   the 
number   of   ships   and   can   be   evaluated   on   a   monthly 
or   annual   basis.   OilFront   is   backed   by   experienced 
industry   investors   and   EF,   Europe’s   leading   startup 
technology   accelerator.  
 
Several   more   advanced   features   are   under 
development: 
Risk   management   solutions    to   analyse   how   the 
underlying   physical   risk   can   best   be   offset   using 
financial   instruments.   Track   the   physical   movements 
in   the   system   and   the   system   will   suggest   what   to 
hedge   and   how   much   to   hedge.  
Data   science   /   Machine   Learning    to   identify   hidden 
trends   in   the   data   and   suggest   optimisations.  
 
 
 
 

 

Conclusion 
 
Buying   bunkers   is   a   complex   and   important   job   with   a 
direct   impact   on   the   profitability   of   a   shipping 
company.   Giving   your   buyers   better   tools   improves 
outcomes   and   will   help   adapt   to   the   coming   changes 
in   the   market   from   the   new   IMO   regulation.   One 
study   showed   using   technology   drove   estimated   cost 
savings   of   $25million   across   a   fleet   of   269   ships. 
These   savings   came   from   automation   of   workflow, 
procurement   cost   reduction,   enhanced   quality 
management   and   superior   risk   management. 
Technology   has   proven   value   in   bunker   procurement 
and   OilFront’s   pricing   plans   make   it   affordable   to   all 
shipping   companies.   To   learn   more   please   get   in 
touch   at    info@oilfront.com . 
 
   



 

 
About   OilFront 
We   offer   bunker   procurement   software   that's   affordable   and   doesn’t   require   upfront 
investment.   We   work   with   major   shipping   companies   to   help   them   save   money   when   buying 
bunkers. 
 
For   more   information: 
Email   info@oilfront.com 
Visit    www.oilfront.com 
Call   +44   7931   582879 
 
Manage   your   Enquiries 
Generate   enquiries   quickly   and   easily.   Enquiry 
particulars   are   tracked   throughout   the   process, 
removing   repetitive   data   entry.   Vessel   details 
auto-populate   from   Ship   Name. 
 
Select   Suppliers 
Select   suppliers   and   traders   from   our   directory.   Your 
choices   are   automatically   saved   for   next   time. 
 
Maintain   a   Clear   Audit   Trail 
Keep   track   of   your   options   in   a   single   screen.   Reach 
out   to   counterparties   at   the   touch   of   a   button. 
Everything   is   recorded   and   searchable. 
 
Generate   Custom   Reports   +   Analytics 
To   keep   track   of   trends   in   your   business.   Segment 
volumes   by   counterparty,   grade,   ports,   and   vessel. 
 
Stay   on   top   of   Claims 
Simply   click   to   flag,   track   and   manage   claims.   Use   the 
claim   dashboard   to   stop   things   falling   through   the 
cracks.  
 
Benchmark 
Demonstrate   your   performance   against   a   single   index 
or   on   a   port   by   port   basis.  
 
Work   securely   Out-of-the-Office 
Mobile-Optimized   and   Secure.   Dataflows   are   secured 
via   TLS/SSL   using   state-of-the-art   encryption 
mechanisms. 
 

 
 

 
 

 

http://www.oilfront.com/

