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KOREA SHIPOWANERS' ASSOCIATION

10th FI., Sejong Bldg., 100 Dangju-dong, Chongro-ku, Secul, Korea Tel:(B22)739 1555/6 Fax:(822)739 1564 e-mall: hycheong@shipowners.or ke

Mr. Javier Solana

Secretary General/High Representative

Council of the European Union

Rue de la Loi, 75 B-1048 Bruxelles,

Belgium 12th June 2006, Seoul

Dear Mr. Javier Solana,

Re: Comments on termination of the Regulation (EEC) No 4056/86 (Conference Block
Exemption)

Before anything else, | should express deepest thanks to Your Excellency Javier
Solana, Secretary General of the European Union for exerting every constructive efforts
to meet the various needs of the international shipping industry and moreover to
create the favourable environment for fostering the sound and sustainable development
of the world economy.

Korea Shipowners' Association (KSA) is the sole and unique juridical body representing
the interests of all the Korean shipping companies engaged in international shipping,
whose controlling tonnage amounts approximately to 27.3 million dead weight ton (3.25
percent of the world total fleet) as of i January 2005.

If you generously permit me, belated though, | would like to have the honor to submit
Korea Shipowners' Association's comments with respect to the EU's competition policy
to maritime transport in general and the 'Proposal for a Council Regulation repealing
Regulation (EEC) No 4056/86"' presented by European Commission on 14th December
2005 in particular.

KSA acknowledges that the Commission's reasons for undertaking the current review
of the block exemption for liner shipping contained in Regulation 4056/86. However,
KSA believes that the justification of the antitrust law immunity contained in the
preamble to the Regulation essentially remains the same as ever. And therefore, |
hereby submit KSA's view that it seems to us that it is inevitable that, whatever kind it
may be, a kind of institutional machinery which meets the very justification should be
maintained. | would like to explain KSA's reasoning for this belief first.

Maybe you are well aware that there is general recognition amongst all interested
parties worldwide such as shipowners, shippers and governments that limited antitrust
law immunities have facilitated cooperation between liner companies, ensuring that
lines are better able to use their resources efficiently, and to increase their range of
services and markets in order to more effectively satisfy shippers' demands in terms of
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frequency, reliability, quality and price.

However, a total withdrawal of antitrust law immunity would lead to substantial industry
concentration and sees the danger of anti-competitive collusion within the oligopoly of
surviving carriers. Altering fundamental and long-held policies could create far-reaching
consequences not only for the shipping industry players immediately concerned, but
also for the cost and efficiency of the movement of much of the world's trade. | would
like to explain why such a kind of situations could be brought about. What | would like
to mention is four-fold.

The first point is that, in making the world trade system to be smoothly functioned and
operated, it is required as the necessary condition and prerequisite that the supply of
maritime transport services should be provided, to say the least of it, at the level of
its maximum demand by region

The second point is that the demand on the maritime transport services worldwide is
extremely biased due to the world trade imbalances caused by the disparity in the
industrial structures and the development stages by region. In other words, the East
Asian region has its economic structure relatively centered over the secondary
industries whereas the European and North American regions the tertiary industries.
For instance, main producers of the industrial products is in East Asia and their major
consumers are in Europe and North America. Consequently, (containerized) liner
shipping of industrial products has extremely biased in structure in transporting from
Asia to Europe, and from Asia to North America.1)

The third point is that in case of container vessels, no appropriate alternative demand
market on transport services ( for instance, it is not feasible physically, practically or
in economic efficiency viewpoints to transport low-rate primary products such as grain
in containers returning from America to East Asia) has been found to resolve the
structural oversupply of return leg of voyages departed from Asia (North America =
East Asia; Europe = East Asia) ensued by such extreme tendency.

And, moreover, maritime transport is a product which has a unique characteristic of
service, that is, simultaneity in production and consumption. And therefore unsold
freight capacity is lost forever; this feature contrast strikingly with that of
manufactured goods.

Due to the factors mentioned just above, highly sophisticated competition policy, if
introduced into liner shipping, might bring cutthroat competition to the maritime

1) As a matter of fact, the second point, extreme bias in demand in maritime transport services is analyzed objectively
in Global Insight Report (Paragraphs 284, 325, 401, 448 and 479), and also shows in the statistics attached to the
‘Commission Discussion Paper of 13 July 2005 on the Review of Regulation 4056/86' (Table 1 & Table 2). However, it
was overlooked in the process of drawing conclusion and recommendations. The analysis by using the figures shown in
the aforesaid report indicates that maritime transport demand has shown extreme bias of 220% towards North American
direction on Asia-North America trade (Eastbound: 9,632,000TEU, Westbound: 4,375000TEU, Trade imbalance:
5,267,000TEU) while 171% toward European direction on Asia(Far East+South)-Europe trade(Westbound: 7,967,000TEU,
Eastbound: 4,663,000TEU, trade imbalance: 3,304,000TEU).
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transport sector, especially to return leg of the voyages departed from Asia (North
America = Asia; Europe = Asia); such competition might even block, instead,
achieving the objective of maximizing social welfare, the ultimate goal of the
competition policy. Then, such cutthroat competition might ruin the desired competition
mechanism into destructive one, resulting in failure of liner shipping market, which
would not be functioning properly. In addition, it might have efficient and normal
shipping sector fall into a vicious cycle of structural chain of bankruptcy, instead of
driving out existing inefficient participants from market through competitions. From
mid-and-long-term perspective, this might make it impossible for users to be provided
with efficient and stable quality maritime transport services. As a result, it might
seriously deteriorated overall quality of social welfare system.

And, therefore, Korea Shipowners' Association cordially request Your Excellency to
understand such kind of the fundamental problems, especially, caused by the trade
imbalances worldwide and consequential directionally-biased structural oversupply of
spaces in the world major liner trade routes, when considering the current issue, the
competition policy; and seriously consider not to adopt Commission's proposal of the
total repeal of the Regulation (EEC) No 4056/86, but to maintain limited antitrust law
immunity in liner shipping instead.

We, Korea Shipowners' Association strongly believe that it is one of the good and
desirable option to incorporate the US OSRA type limited antitrust immunity, which is
recommended as a viable second-best way by the OECD at the recommendations
(paragraphs 204 to 205) in the final report of the workshop on competition policy in
liner shipping (DSTI/DOT(2002)2)2), in the EU's future competition law system, your
esteemed European Union may adopt as a substitute for the Regulation (EEC) No
4056/86. This option also merit attention and scrutiny in that if your esteemed Council
takes this kind of option, it would improve the compatability level amongst the
competition regimes to the maritime transport sector and thus reduce the related

2) "Competition Policy in Liner Shipping - Final Report (DSTI/DOT(2002)2), published by OECD on 16th April 2002

" Para 204. Perhaps a way forward out of his impasse can be built on those points that are mutually agreeable and or
recognised by both sides. In light of the findings of this report, countries should review their existing regulations and
anti-trust exemption, as appropriate, to ensure that they best take into account changed market circumstances. Such a
review should focus on those points that are mutually agreeable and/or recognised by both sides. In particular four
points stand out:

1. Both sides agree to the concept of direct negotiations between shipper and carriers.

2. Both sides, based on their acceptance of OSRA and individually negotiated rates and conditions, are not averse to
contractually protecting (and rendering confidential) key elements of those negotiations.

3. Both sides are relying less on collectively agreed rates and conditions.

4. Both sides view that carriers can and should seek to co-ordinate with each other on th operational aspects of
providing liner services.

Para 205. These four points of agreement serve to frame the following principles that represent the 'second-best' way
forward on the matter of the organisation of liner markets. While elements of these principles can be found in the 1998
United States Ocean Shipping Reform Act or the EU's competition policies pertaining to consortia in liner shipping, it
would be incorrect to view these principles as redundant, if only because OSRA only covers the US trades, just as the
EU consortia policy only covers the EU trades. The vocation of these principles is to provide a framework for
governments throughout the OECD within which to craft their competiticn policies for the liner shipping sector when
these come up for examination."
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conflicts of law. And further we cordially request you once again to seriously consider
to accept ELAA proposal as a substitute of the Regulation 4056/86, in case the said
kind of option, limited antitrust law immunity, regrettably be decided not to be
incorporated in the European Union's competition law system as the very substitute, it
is because this ELAA option might reduce or dissolve the afore-said problems partially,
at least.

And, with pleasure, | would like to conclude my comments by saying that Korean
shipping community shares the same view on this matter with the European Parliament
in full-scale, and thus wholeheartedly support the Resolution No P6_TA(2005)0466
European Parliament resolution on the application of EC competition rules to maritime
transport (2005/2033(INl)); 3), which was adopted on 1st of December 2005. We

3) European Parliament resclution No P8_TA(2005)0466 'European Parliament resolutionon the application of EC
competition rules to maritime transport (2005/2033(INI)), adopted by European Parliament on 1st December 2005

" The European Parliament,

1. Calls upon the Commission and all parties concemed to understand that the purpose of the review of Regulation (EEC) No
4056/86 should be to preserve, and promote the expansion of, a viable and competitive European shipping sector within the
framework of the Lisbon Strategy in conjunction with transport policy strategy, as summarised in the White Paper and the Marco
Polo | and the Marco Polo Il programmes, and that it is vital to do so especially in view of the fact that new maritime powers
have emerged, namely China, South Korea, and Taiwan;

2. Calls upon the Commission carefully to consider the consequences of a possible alternative system for the entire marine
transport sector, namely members and non-members of liner conferences and their competitors (independent bodies) their
customers (shippers) and the final consumers;

3. Notes that the conclusions of the study by Global Insight do not provide a solid basis for abolishing the block exemption for
maritime conferences, as the shortcomings outlined in previous studies in terms of scope and data were not really dealt with in
this latest study either; calls upon the Commission to take this into consideration in the framework of its new proposal and to
discuss it with the circles concerned, with Parliament and with the Council;

4. Calls upon the Commission, in the event of amendment of Regulation (EEC) No 4056/86 to bear in mind existing legal and
operating regimes in other countries (USA, Australia, Japan and Canada), since any misalignment of the European system in
relation to those regimes might create destabilising socio-economic effects worldwide and lead to protectionist measures;

5. Emphasises the likelihood of adverse consequences in the event of a general overhaul of the system, not so much for large
merchant shipping lines, but rather for small and medium-sized ones, and emphasises also that there is no evidence that the
abolition of liner conferences will bring about a fall in prices;

6. Notes that full liberalisation involving the abolition of the exemptions for liner conferences provided for in Regulation (EEC) No
4056/86 will necessitate corresponding changes to Regulation (EC) No 823/2000, which was itself amended by Regulation
(EC)No 611/2005, which provides for block exemptiens for consortia of liner shipping companies;

7. Maintains that any regulation in the sector will need to allow for the nature of regions affected by specific constraints, for
example regions of the type described in Article 299(2) of the Treaty, which depend on the continued provision of services with
special characteristics;

8. Underscores, as far as they comply with Community competition law, the importance of an increasing number of forms of
cooperation, such as framework agreements, by virtue of which carriers, whether or not they are members of conferences, are
able flexibly to coordinate their competitive conduct on the market in relation to freight rates and other service conditions;

9. Concludes, on the basis of the case-law of the Court of First Instance (Joined Cases T-191/98, T-212/98 to T-214/98 Atlantic
Container Line AB and Others v Commission, "the TACA case"), that the regulation of vessel capacity is permissible only if no
artificial demand is created along with increases in freight rates and only if the power of conferences to fix freight rates has been
significantly limited, the four cumulative conditions laid down in Article 81(3) of the Treaty thus being fulfilled, if only partially;

10. Points out that while Regulation (EEC) No 4056/86 endorses the system of closed conferences, it also allows free trade,
which means that substantive competition from outsiders is ensured and that no further restrictions on competition from liner
conferences is permitted;

11. Supports the Commission's intention to review - rather than repeal - Regulation (EEC) No 4056/86 with a view to ensuring
compatibility with the rules of competition, chiefly by excluding the possibility of a direct fixing of freight prices and by authorising
the fixing by the conferences of a reference price or a price index under an alternative system, in accordance with the case law
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strongly believe that the various points indicated in the European Parliament's
Resolution should be fully noted when devising the alternative legal regime as the
follow-up 4056/86 review process.

And lastly | would like to have an honor to convey Korean shipping community's
heart-felt acknowledgement and gratitude for the Council of the European Union's
endeavor at the betterment of the world trade environments, rationalizing the related

legal system in particular.

Looking forward to your positive consideration, and | remain.

Yours sincerely,

Doo m@( é% ~ -

Chairman
Korea Shipowners' Association

of the European Court of Justice, and by ensuring that surcharges and associated costs are calculated transparently and after
dialogue with shippers, and stresses that any such review must safeguard the stability of freight rates, the high quality of
services and sound competition for all enterprises, whatever their size;

12. Takes the view that the proposal of the ELAA contains interesting points, including the introduction of a price index and the
creation of discussion forums for carriers, shippers and other industry players, which should be taken up by the Commission,
pursuant to competition rules, in drafting any amending regulation, and that any such new regulation might be made to come
into force for a limited period of five years after the expiry of which an assessment would be carried out; takes the view that the
Commission should examine the compliance of these points with the four cumulative conditions laid down in Article 81(3) of the
Treaty;

13. Considers that, whichever alternative solution is chosen, a transitional period should be envisaged to enable all operators
(carriers, shippers and other industry players) to adapt to the new regulatory framework;

14. Calls upon the Commission, within its terms of reference and on the basis of undertakings under the Code of Conduct for
Liner Conferences to hold discussions with the other contracting parties before proposing amendment or repeal of Regulation
(EEC) No4056/86; believes that those discussions should seek to find the most appropriate method of adaptation for Member
States (those than still have bilateral commitments under the Code of Conduct) to the possible new legal status, with a view to
avoiding any adverse consequences;

15. Points out that the tramp sector remains overwhelmingly deregulated and operates on the basis of the rules of fair
competition; supports the Commission proposal for these services to be brought within the scope of Regulation (EC) No 1/2003;
16. Considers it to be in the interests of legal certainty and clarity that the Commission should establish, in a single process,
guidelines as regards the compatibility of bulk pools and specialised trades with the rules of competition, subject to the proviso,
however, that it should not do so until the proposals have been published and consultations held with the circles concerned;

17. Points out that the cabotage services sector has already been deregulated pursuant to Regulation (EEC) No 3577/92; takes
the view that given that these services are carried out between ports in one and the same Member State, intra-Community trade
between the Member States is not affected (Articles 81 and 82 of the Treaty) and consequently there is no need or legal
obligation for this sector to be brought within the scope of Regulation (EC) No 1/2003;

18. Calls upon the Commission not to continue with the proposal to abolish the arrangements contained in Article 2 of
Regulation (EEC) No 4056/86 governing the legality of technical agreements, since it believes that retaining a purely legal
framework governing technical agreements will contribute to legal certainty and a better orientation for service providers;

19. Calls upon the Commission not to continue with the proposal to repeal Article 9 of Regulatien (EEC) No 4056/86 which
provides for negotiations to be held in the event of a conflict between Community law and the law of third countries, especially in
view of the Commission's intention to revise competition law relating to maritime transport;

20. Instucts its President to forward this resolution to the Council and the Commission."
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Attachment
WORLD CONTAINER TRADES 2003
Estimated 2003 world container frade by routes (‘000 teu)
Directional imbalance
Eastbound Westbound Total
East -West 2 {Westbound/Eastbound)
absolute % absolute % absolute (W-E) | ratio | absolute % % of world total
Transpacific 9,632| 54.05% 4,375 24.95% -5,257 0.45 14,007 39.62% 15.41%
Transatlantic 2,051 11.51% 3,201 18.26% +1,150 1.56 5,262 14.86% 5.78%
Europe-Far East 4,063 22.80% 6,967 39.74% +2,904| 1.7 11,030| 31.20% 12.13%
Europe-Mid East 1,450, 8.14% 450, 2.57% -1,000 0.31 1,900 5.37% 2.09%
N.America-Mid East 256 1.44% 139 0.79% 117,  0.54 395 1.12% 0.43%
Far East-Mid East 370| 2.08% 2400 13.69% +2,30 6.49 2,770 7.84% 3.05%
Total East - West 17,822 100.00% 17,532| 100.00% -290| 0.98 35,354 100.00% 38.89%
Directional imbalance
- Southbound Northbound Total
Hitihs Soul odth (Nerthbound/Southbound)
absolte | % | absolute | % | absolute (N-S) | ratio | absolute % |% of world total
Europe-Latin America 569 6.31% 1,204| 13.39% +635 212 1,773 9.01% 1.95%
Europe-South Asia 600| 6.65% 1,000, 11.12% +400 1.67 1,600 8.13% 1.76%
Europe-Africa 1,350| 14.97% 700[ 7.79% -650| 0.52 2,050 10.42% 2.25%
Europe-Australasia 364| 4.04% 124 1.38% -240| 0.34 488 2.48% 0.54%
N.America-Latin America 1,684| 18.68% 1,951 21.70% +267 1.16 3,635 18.47% 4.00%
N.America-South Asia 194| 2.15% 439 4.88% +245 2.26 633 3.22% 0.70%
N.America-Africa 176  1.95% 138 1.53% -38 0.78 313 1.59% 0.34%
N.America-Australasia 190 2.11% 160 1.78% -30 0.84 350 1.78% 0.38%
Far East-Latin America 750/ 8.32% 1,000[ 11.12% +250! 1.33 1,750 8.89% 1.92%
Far East-South Asia 500, 5.55% 250, 2.78% -250 0.5 750 3.81% 0.82%
Far East-Africa 850/ 9.43% 725 8.06% -125| 0.85 1,575 8.00% 1.73%
Far East-A I 1,750, 19.41% 850 9.45% -900 0.49 2,600 13.21% 2.86%
Mid East-South Asia 40| 0.44% 450, 5.01% +410) 11.25 490 2.49% 0.54%
Other (North - south) 775 3.94% 0.85%
Other (South - North) 895 4.55% 0.98%
Total North - South 9,017| 100.00% 8,991 100.00% -26 1.00 19,677| 100.00% 21.64%
Intra - regional Southbound Northbound Directional imbalance Total
absolute % % of world total
Asia 25970{ 72.38% 28.57%
Europe 6,700, 18.67% 7.37%
North America 1,200 3.34% 1.32%
Mid East 180 0.50% 0.20%
Latin America 750 2.09% 0.82%
South Asia 325 0.91% 0.36%
Africa 355 0.99% 0.38%
Australasia 400 1.11% 0.44%
Total Intra - Regional 35,880 100.00% 39.47%
World Total 90,912
Remarks:

- Source: Table 2 of the Commission Discussion Paper of 13 July 2005 on the Review of Regulation 4056/86
- Original Source: Drewery shipping Consultant Ltd. The Drewery Container Market Review - "004/05,
- Directional imbalances for the respective trade route are calculated by using the figures obtained by the original source.
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KOREA SHIPOWANERS' ASSOCIATION

10th Fl., Sejong Bldg., 100 Dangju-dong, Chongro-ku, Seoul, Korea Tel:(822)739 1555/6 Fax:(822)739 1564 e-mail: hycheonp@shipowners.orkr

Ms. Neelie Kroes

Commissioner for Competition

European Commission

Rue de la Loi, 200-1049 Bruxelles,

Belgium 12th June 2006, Seoul

Dear Ms. Neelie Kroes,

Re: Comments on termination of the Regulation (EEC) No 4056/86 (Conference Block
Exemption)

Before anything else, | should express deepest thanks to Your Excellency Neelie Kroes,
Commissioner for Competition for exerting every constructive efforts to meet the
various needs of the international shipping industry and moreover to create the
favourable environment for fostering the sound and sustainable development of the
world economy.

Korea Shipowners' Association (KSA) is the sole and unique juridical body representing
the interests of all the Korean shipping companies engaged in international shipping,
whose controlling tonnage amounts approximately to 27.3 million dead weight ton (3.25
percent of the world total fleet) as of 1 January 2005.

If you generously permit me, belated though, | would like to have the honor to submit
Korea Shipowners' Association's comments with respect to the EU's competition policy
to maritime transport in general and the 'Proposal for a Council Regulation repealing
Regulation (EEC) No 4056/86' presented by your esteemed Commission on 14th
December 2005 in particular.

KSA acknowledges that the Commission's reasons for undertaking the current review
of the block exemption for liner shipping contained in Regulation 4056/86. However,
KSA believes that the justification of the antitrust law immunity contained in the
preamble to the Regulation essentially remains the same as ever. And therefore, |
hereby submit KSA's view that it seems to us that it is inevitable that, whatever kind it
may be, a kind of institutional machinery which meets the very justification should be
maintained. | would like to explain KSA's reasoning for this belief first.

Maybe you are well aware that there is general recognition amongst all interested
parties worldwide such as shipowners, shippers and governments that limited antitrust
law immunities have facilitated cooperation between liner companies, ensuring that
lines are better able to use their resources efficiently, and to increase their range of
services and markets in order to more effectively satisfy shippers' demands in terms of
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frequency, reliability, quality and price.

However, a total withdrawal of antitrust law immunity would lead to substantial industry
concentration and sees the danger of anti-competitive collusion within the oligopoly of
surviving carriers. Altering fundamental and long-held policies could create far-reaching
consequences not only for the shipping industry players immediately concerned, but
also for the cost and efficiency of the movement of much of the world's trade. | would
like to explain why such a kind of situations could be brought about. What | would like
to mention is four-fold.

The first point is that, in making the world trade system to be smoothly functioned and
operated, it is required as the necessary condition and prerequisite that the supply of
maritime transport services should be provided, to say the least of it, at the level of
its maximum demand by region

The second point is that the demand on the maritime transport services worldwide is
extremely biased due to the world trade imbalances caused by the disparity in the
industrial structures and the development stages by region. In other words, the East
Asian region has its economic structure relatively centered over the secondary
industries whereas the European and North American regions the tertiary industries.
For instance, main producers of the industrial products is in East Asia and their major
consumers are in Europe and North America. Consequently, (containerized) liner
shipping of industrial products has extremely biased in structure in transporting from
Asia to Europe, and from Asia to North America.?)

The third point is that in case of container vessels, no appropriate alternative demand
market on transport services ( for instance, it is not feasible physically, practically or
in economic efficiency viewpoints to transport low-rate primary products such as grain
in containers returning from America to East Asia) has been found to resolve the
structural oversupply of return leg of voyages departed from Asia (North America =
East Asia; Europe = East Asia) ensued by such extreme tendency.

And, moreover, maritime transport is a product which has a unique characteristic of
service, that is, simultaneity in production and consumption. And therefore unsold
freight capacity is lost forever; this feature contrast strikingly with that of
manufactured goods.

Due to the factors mentioned just above, highly sophisticated competition policy, if
introduced into liner shipping, might bring cutthroat competition to the maritime

1) As a matter of fact, the second point, extreme bias in demand in maritime transport services is analyzed objectively
in Global Insight Report (Paragraphs 284, 325, 401, 448 and 479), and also shows in the statistics attached to the
'‘Commission Discussion Paper of 13 July 2005 on the Review of Regulation 4056/86' (Table 1 & Table 2). However, it
was overlooked in the process of drawing conclusion and recommendations. The analysis by using the figures shown in
the aforesaid report indicates that maritime transport demand has shown extreme bias of 220% towards North American
direction on Asia-North America trade (Eastbound: 9,632,000TEU, Westbound: 4,375000TEU, Trade imbalance:
5,267,000TEU) while 171% toward European direction on Asia(Far East+South)-Eurcpe trade(Westbound: 7,967 000TEU,
Eastbound: 4,663,000TEU, trade imbalance: 3,304,000TEU).
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transport sector, especially to return leg of the voyages departed from Asia (North
America = Asia; Europe = Asia); such competition might even block, instead,
achieving the objective of maximizing social welfare, the ultimate goal of the
competition policy. Then, such cutthroat competition might ruin the desired competition
mechanism into destructive one, resulting in failure of liner shipping market, which
would not be functioning properly. In addition, it might have efficient and normal
shipping sector fall into a vicious cycle of structural chain of bankruptcy, instead of
driving out existing inefficient participants from market through competitions. From
mid-and-long-term perspective, this might make it impossible for users to be provided
with efficient and stable quality maritime transport services. As a result, it might
seriously deteriorated overall quality of social welfare system.

And, therefore, Korea Shipowners' Association cordially request Your Excellency to
understand such kind of the fundamental problems, especially, caused by the trade
imbalances worldwide and consequential directionally-biased structural oversupply of
spaces in the world major liner trade routes, when considering the current issue, the
competition policy; and to seriously reconsider the total repeal of the Regulation (EEC)
No 4056/86, and maintain limited antitrust law immunity in liner shipping instead.

We, Korea Shipowners' Association strongly believe that it is one of the good and
desirable option to incorporate the US OSRA type limited antitrust immunity, which is
recommended as a viable second-best way by the OECD at the recommendations
(paragraphs 204 to 205) in the final report of the workshop on competition policy in
liner shipping (DSTI/DOT(2002)2)2), in the EU's future competition law system, your
esteemed European Union may adopt as a substitute for the Regulation (EEC) No
4056/86. This option also merit attention and scrutiny in that if your esteemed
Commission takes this kind of option, it would improve the compatability level amongst
the competition regimes to the maritime transport sector, and thus reduce the related
conflicts of law. And further we cordially request you once again to seriously consider

2) "Competition Policy in Liner Shipping - Final Report (DSTI/DOT(2002)2), published by OECD on 16th April 2002

" Para 204, Perhaps a way forward out of his impasse can be built on those points that are mutually agreeable and or
recognised by both sides. In light of the findings of this report, countries should review their existing regulations and
anti-trust exemption, as appropriate, to ensure that they best take into account changed market circumstances. Such a
review should focus on those points that are mutually agreeable andior recognised by both sides. In particular four
points stand out:

1. Both sides agree to the concept of direct negotiations between shipper and carriers.

2. Both sides, based on their acceptance of OSRA and individually negotiated rates and conditions, are not averse to
contractually protecting (and rendering confidential) key elements of those negotiations.

3. Both sides are relying less on collectively agreed rates and conditions.

4. Both sides view that carriers can and should seek fo co-ordinate with each other on th operational aspects of
providing liner services.

Para 205. These four points of agreement serve to frame the following principles that represent the 'second-best” way
forward on the matter of the organisation of liner markets. While elements of these principles can be found in the 1998
United States Ocean Shipping Reform Act or the EU's competition policies pertaining to consortia in liner shipping, it
would be incorrect to view these principles as redundant, if only because OSRA only covers the US trades, just as the
EU consortia policy only covers the EU trades. The vocation of these principles is to provide a framework for
governments throughout the OECD within which to craft their competition poiicies for the liner shipping sector when
these come up for examination."
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to accept ELAA proposal as a substitute of the Regulation 4056/86, in case the said
kind of option, limited antitrust law immunity, regrettably be decided not to be
incorporated in the European Union's competition law system as the very substitute, it
is because this ELAA option might reduce or dissolve the afore-said problems partially,
at least.

And, with pleasure, | would like to conclude my comments by saying that Korean
shipping community shares the same view on this matter with the European Parliament
in full-scale, and thus wholeheartedly support the Resolution No P6_TA(2005)0466
European Parliament resolution on the application of EC competition rules to maritime
transport (2005/2033(INI)); 3, which was adopted on 1st of December 2005. We

3) European Parliament resolution No P6_TA(2005)0466 'European Parliament resolutionon the application of EC
competition rules to maritime transport (2006/2033(INI)), adopted by European Parliament on 1st December 2005

" The European Parliament,

1, Calls upon the Commission and all parties concerned to understand that the purpose of the review of Regulation (EEC) No
4056/86 should be to preserve, and promote the expansion of, a viable and competitive European shipping sector within the
framework of the Lisbon Strategy in conjunction with transport policy strategy, as summarised in the White Paper and the Marco
Polo | and the Marco Polo Il programmes, and that it is vital to do so especially in view of the fact that new maritime powers
have emerged, namely China, South Korea, and Taiwan;

2. Calls upon the Commission carefully to consider the consequences of a possible alternative system for the entire marine
fransport sector, namely members and non-members of liner conferences and their competitors (independent bodies) their
customers (shippers) and the final consumers;

3. Notes that the conclusions of the study by Global Insight do not provide a solid basis for abolishing the block exemption for
maritime conferences, as the shortcomings outlined in previous studies in terms of scope and data were not really dealt with in
this latest study either; calls upon the Commission to take this into consideration in the framework of its new proposal and to
discuss it with the circles concerned, with Parliament and with the Council,

4. Calls upon the Commissicn, in the event of amendment of Regulation (EEC) No 4056/86 to bear in mind existing legal and
operating regimes in other countries (USA, Australia, Japan and Canada), since any misalignment of the European system in
relation to those regimes might create destabilising socio-economic effects worldwide and lead to protectionist measures;

5. Emphasises the likelihood of adverse consequences in the event of a general overhaul of the system, not so much for large
merchant shipping lines, but rather for small and medium-sized ones, and emphasises also that there is no evidence that the
abolition of liner conferences will bring about a fall in prices;

6. Notes that full liberalisation involving the abalition of the exemptions for liner conferences provided for in Regulation (EEC) No
4056/86 will necessitate corresponding changes to Regulation (EC) No 823/2000, which was itself amended by Regulation
(EC)No 611/2005, which provides for block exemptions for consortia of liner shipping companies;

7. Maintains that any regulation in the sector will need to allow for the nature of regions affected by specific constraints, for
example regions of the type described in Article 299(2) of the Treaty, which depend on the continued provision of services with
special characteristics;

8. Underscores, as far as they comply with Community competition law, the importance of an increasing number of forms of
cooperation, such as framework agreements, by virtue of which carriers, whether or not they are members of conferences, are
able flexibly to coordinate their competitive conduct on the market in relation to freight rates and other service conditions;

9. Concludes, on the basis of the case-law of the Court of First Instance (Joined Cases T-191/98, T-212/98 to T-214/98 Atlantic
Container Line AB and Others v Commission, "the TACA case"), that the regulation of vessel capacity is permissible only if no
artificial demand is created along with increases in freight rates and only if the power of conferences to fix freight rates has been
significantly limited, the four cumulative conditions laid down in Article 81(3) of the Treaty thus being fulfilled, if only partially;

10. Points out that while Regulation (EEC) No 4056/86 endorses the system of closed conferences, it also allows free trade,
which means that substantive competition from outsiders is ensured and that no further restrictions on competition from liner
conferences is permitted;

11. Supports the Commission's intention to review - rather than repeal - Regulation (EEC) No 4056/86 with a view to ensuring
compatibility with the rules of competition, chiefly by excluding the possibility of a direct fixing of freight prices and by authorising
the fixing by the conferences of a reference price or a price index under an alternative system, in accordance with the case law
of the European Court of Justice, and by ensuring that surcharges and associated cests are calculated transparently and after
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strongly believe that the various points indicated in the European Parliament's
Resolution should be fully noted when devising the alternative legal regime as the
follow-up 4056/86 review process.

And lastly | would like to have an honor to convey Korean shipping community's
heart-felt acknowledgement and gratitude for the European Commission's endeavor at
the betterment of the world trade environments, rationalizing the related legal system
in particular.

Looking forward to your positive consideration, and | remain.

Yours sincerely,

Doo €han CHANG
Chairman
Korea Shipowners' Association

dialogue with shippers, and stresses that any such review must safeguard the stability of freight rates, the high quality of
services and sound competition for all enterprises, whatever their size;

12. Takes the view that the proposal of the ELAA contains interesting points, including the introduction of a price index and the
creation of discussion forums for carriers, shippers and other industry players, which should be taken up by the Commission,
pursuant to competition rules, in drafting any amending regulation, and that any such new regulation might be made to come
into force for a limited period of five years after the expiry of which an assessment would be carried out; takes the view that the
Commission should examine the compliance of these points with the four cumulative conditions laid down in Article 81(3) of the
Treaty;

13. Considers that, whichever alternative solution is chosen, a transitional period should be envisaged to enable all operators
(carriers, shippers and other industry players) to adapt to the new regulatory framework;

14. Calls upon the Commission, within its terms of reference and on the basis of undertakings under the Code of Conduct for
Liner Conferences to hold discussions with the other contracting parties before proposing amendment or repeal of Regulation
{EEC) No4056/86; believes that those discussions should seek to find the most appropriate method of adaptation for Member
States (those than still have bilateral commitments under the Code of Conduct) to the possible new legal status, with a view to
avoiding any adverse conseguences;

15. Points out that the tramp sector remains overwhelmingly deregulated and operates on the basis of the rules of fair
competition; supports the Commission proposal for these services to be brought within the scope of Regulation (EC) No 1/2003;
16. Considers it to be in the interests of legal certainty and clarity that the Commission should establish, in a single process,
guidelines as regards the compatibility of bulk pools and specialised trades with the rules of competition, subject to the proviso,
however, that it should not do so until the proposals have been published and consultations held with the circles concerned;

17. Points out that the cabotage services sector has already been deregulated pursuant to Regulation (EEC) No 3577/92; takes
the view that given that these services are carried out between ports in one and the same Member State, infra-Community trade
between the Member States is not affected (Articles 81 and 82 of the Treaty) and consequently there is no need or legal
obligation for this sector to be brought within the scope of Regulation (EC) No 1/2003;

18. Calls upon the Commission not to continue with the proposal to abolish the arrangements contained in Article 2 of
Regulation (EEC) No 4056/86 governing the legality of technical agreements, since it believes that retaining a purely legal
framework governing technical agreements will contribute to legal certainty and a better orientation for service providers;

18. Calls upon the Commission not to continue with the proposal to repeal Article 9 of Regulation (EEC) No 4056/86 which
provides for negotiations to be held in the event of a conflict between Community law and the law of third countries, especially in
view of the Commission's intention to revise competition law relating to maritime transport;

20. Instucts its President to forward this resolution to the Council and the Commission."
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Attachment
WORLD CONTAINER TRADES 2003
Estimated 2003 world container trade by routes ('000 teu)
Directional imbalance
Eastbound Westbound Total
East -West - (Westhound/Easthound)
absolute % absolute % absolute (W-E) | ratio | absolute % % of world total
Transpacific 9,632| 54.05% 4,375| 24.95% -5,257 0.45 14,007| 39.62% 15.41%
Transatlantic 2,051 11.51% 3,201 18.26% +1,150 1.56 5,252 14.86% 5.78%
Europe-Far East 4,063 22.80% 6,967| 39.74% 42,904 1.7 11,030 31.20% 12.13%
Europe-Mid East 1,450, 8.14% 450 2.57% -1,000 0.31 1,900 5.37% 2.09%
N.America-Mid East 256 1.44% 138 0.79% -117| 0.54 395 1.12% 0.43%
Far East-Mid East 370, 2.08% 2400| 13.89% +2,30 6.49 2,770 7.84% 3.05%
Total East - West 17,822/100.00%| 17,532 100.00% 200 0.98) 35,354 100.00% 38.89%
North - South Southbound Northbound pochonl ibakihos Total
(Northbound/Southbound)
absolute % absolute % absolute (N-S) | ratio | absolute % % of world total
Europe-Latin America 569| 6.31% 1,204 13.39% +635 212 1,773 9.01% 1.95%
Europe-South Asia 600 6.65% 1,000] 11.12% +400, 1.67 1,600 8.13% 1.76%
Europe-Africa 1,350 14.97% 700/ 7.79% -650| 0.52 2,050) 10.42% 2.25%
Europe-Australasia 364| 4.04% 124| 1.38% -240 0.34] 488 2.48% 0.54%
N.America-Latin America 1,684| 18.68% 1,951 21.70% +267 1.16 3,635 18.47% 4.00%
N.America-South Asia 194 2.15% 439 4.88% +245 2.26 633 3.22% 0.70%
N.America-Africa 176] 1.95% 138) 1.53% -38 0.78 313 1.59% 0.34%
N.America-Australasia 190 2.11% 160| 1.78% -30] 0.84 350 1.78% 0.38%
Far East-Latin America 750| 8.32% 1,000 11.12% #2650, 1.33 1,750 8.89% 1.92%
Far East-South Asia 500| 5.55% 250| 2.78% -250 0.5 750 3.81% 0.82%
Far East-Africa B50| 9.43% 725| B8.06% -125| 0.85 1,575 8.00% 1.73%
Far East-Australasia 1,750[ 19.41% 850 9.45% -900/ 0.49 2,600 13.21% 2.86%
Mid East-South Asia 40[  0.44% 450| 5.01% +410) 11.25 490 2.49% 0.54%
Other (North - south) 775 3.94% 0.85%
Other (South - North) 895 4.55% 0.98%
Total North - South 9,017| 100.00% 8,991/ 100.00% -26 1.00 19,677 100.00% 21.64%
Intra - regional Southbound Northbound Directional imbalance Total
absolute % % of world total
Asia 25,870 72.38% 28.57%
Europe 6,700 18.67% 7.37%
North America 1,200 3.34% 1.32%
Mid East 180 0.50% 0.20%
Latin America 750 2.09% 0.82%
South Asia 325 0.91% 0.36%
Africa 355 0.99% 0.39%
Al I 400 1.11% 0.44%
Total Intra - Regional 35,880| 100.00% 39.47%
World Total 90,912
Remarks:

- Source: Table 2 of the Commission Discussion Paper of 13 July 2005 on the Review of Regulation 4056/86
- Original Source: Drewery shipping Consultant Ltd. The Drewery Container Market Review - "004/05.
- Directional imbalances for the respective trade route are calculated by using the figures obtained by the original source.
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