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A. GENERAL CONTEXT 

1. Do you consider that the maritime sector should contribute to European emission reduction efforts as other sectors?
Yes 

No 
Please substantiate your answer (max. 1000 characters).

As already acknowledged by the Kyoto Protocol, emissions from international shipping cannot be attributed to any particular national economy.  The status quo of the Kyoto Protocol concerning the pursuance, through IMO, of efforts to reduce or limit GHG emissions from international shipping remains unaltered.

Although the question of what action needed to be taken on sectoral approaches was discussed at length at the UNFCCC Conference in Durban, there was no suggestion that the reduction or limitation of GHG emissions from international shipping should not continue to be for IMO to consider and act upon. Indeed, IMO was invited to continue informing future Conferences and their subsidiary bodies of the Organization’s further progress on this issue. 

As a global industry the maritime sector should contribute to the global reduction effort.

In this context it should be taken into account that notwithstanding being the largest transport provider of global trade, shipping produces only up to 3% CO2 emissions at global level and is therefore clearly the most efficient transport performer in relation to CO2 reduction.

The maritime sector is fully committed to delivering significant global emission reductions and the IMO is the correct body to regulate maritime emissions. Following the agreement in IMO in July 2011 on technical/operational measures, reductions up to 50% are anticipated by 2050. The IMO has demonstrated that it is able to further deliver global measures on climate change.

The contribution of the global shipping industry should not be regional through a European emission reduction scheme but rather to a global scheme through the IMO. 

2. Do you consider that revenues should primarily be used to support investments to reduce emissions in the maritime sector?

Yes
No 

3. Do you consider that revenues should primarily be used for international climate change finance?
Yes

No 

4. Do you consider that revenues should be used for other purposes?

Yes

No 

Please substantiate your answer (max. 1000 characters).

An MBM under IMO could serve two main purposes: the provision of economic incentives for the maritime industry and a means of compensating for unavoidable ship emissions that remain following the implementation of technical and operational efficiency improvements. Some IMO Member States have expressed a general preference for part of any funds generated by an MBM under the auspices of IMO to be used for climate change purposes in developing countries. It is essential that the proportionality of shipping's GHG emissions against the world's total should be observed in the event that international shipping is used as a funding source for climate change actions in developing countries. Double "charging" must be avoided (in other words contribution under IMO and a second measure under UNFCCC is not acceptable).
Hence, the introduction of an international MBM should be primarily considered as a measure that is complementary to technical and operational initiatives to mitigate emissions from international shipping, if governments in IMO so decide. 

In order to maintain a level playing field for international shipping and avoid distortions of trade, the ‘no more favorable treatment’ principle of IMO must not be challenged. 

B. DEFINITION OF THE SCOPE

Routes covered

5. Do you think that routes related to search and rescue, fire fighting or humanitarian operations authorized by the appropriate competent authority should be excluded from the scope?
Yes

No

6. Do you think that routes performed exclusively for the purpose of scientific research or for the purpose of checking, testing or certifying vessels or equipment should be excluded from the scope?

Yes

No

7. Do you think that routes performed exclusively in the framework of public service obligations in accordance Council Regulation 3577/92 should be excluded from the scope?

Yes

No 

8. Do you think that routes performed from or to a Least Developed Country as defined by the UN should be excluded from the scope?
Yes

No

9. Do you consider that any other route should be considered for exclusion?

Yes

No 

Please substantiate your answer (max. 1000 characters).

In principle no route/services should be excluded, however answering yes/no to these questions is meaningless, since it is phrased on the assumption of a purely EU system which is not workable for shipping. It would be inappropriate to contemplate inclusion of emissions from international maritime transport in the EU climate change commitments. Regional measures will be counterproductive, will have marginal effects, will risk serious market distortion and trade retaliation
It is essential that the provisions of UNCLOS are fully considered. The concept of a regional group of States attempting to impose financial requirements on foreign flag ships outside the territorial waters of the States concerned is a significant concern. Under a global measure this concern would not arise.

The aspect of excluding routes related to search and rescue, fire fighting or humanitarian operations has already been considered at IMO in the context of Ship Efficiency Management Plans and should be taken into account during finalization of an IMO MBM.

10. Do you have any other remarks on the routes covered?
Yes

No 

Please substantiate your answer (max. 1000 characters).

Same comment as above.

Types of ships covered

11. Do you see any reasons for excluding any particular ship category?
Yes

No

If yes, which one(s)? Please substantiate your answer (max. 1000 characters).

Same comment as above.

12. Are there other categories than those mentioned above which should be included?

Yes 

No

Please substantiate your answer (max. 1000 characters).

As mentioned above, as a matter of principle, all ships should be in the envisaged global system. Specific cases should be subject to discussions within the IMO. Exemption should remain an exception. 

C. RELIANCE ON SHIPPING

13. Do you consider that the reliance on shipping at a local or regional level should be taken into account?

Yes

No

If yes, how should this be taken into account? (max. 1500 characters).

As mentioned above, as a matter of principle, all ships should be in the envisaged global system. Specific cases should be subject to discussions within the IMO. Exemption should remain an exception. 

D. EVASION / AVOIDANCE

14. Please provide us specific examples, analysis, data, etc, on this potential issue. Please note that any additional study, example, analysis etc can be uploaded or sent to clima-eccp-ships@ec.europa.eu (max 1500 characters).
The background document on ‘avoiding avoidance’ presented by the Commission DG CLIMA for the second ECCP WG SHIPS meeting clearly demonstrates why a regional solution is not appropriate because any regional  regulation imposed on shipping will lead to distortion of trade and is likely to lead to carbon leakage and legitimate avoidance practices. The shipping industry is committed to compliance with the law. Due to the possible impact amount of re-scheduling and re-routing, the risk of actually increasing emissions should also be considered.
The shipping industry view is therefore that any future MBM should be firstly a global system agreed upon in the IMO and secondly, a bunker contribution feeding a compensation fund which will be more easily administered.

E. POLICY OPTIONS

Compensation fund

15. Who should manage a compensation fund? Please substantiate your answer (max. 1000 characters).
Any Market Based Measures (MBMs) for shipping should be introduced by IMO, should apply globally and should completely address the nine principles adopted by IMO. The maritime sector has already expressed a clear preference for an international compensation fund.
The industry can be flexible on the appropriate legal instrument for implementation.  Once the elements of such a mechanism have been established and agreed then it will be appropriate to decide how to require its application.  
The compensation fund should be managed under IMO.  The establishment of an independent International Administrative Body to undertake this function should be investigated by IMO. The administration by such an international body must be independent from national treasuries in order to ensure that  the funds collected are actually spend for the benefit of the environment.  
Ships could be required to report bunker purchases – and bunker suppliers their sales – for example, using bunker delivery notes (BDN), to this appropriate body, so that total emissions can be derived.  The fuel purchaser should be the entity for compliance.  

16. Do you think that several compensation funds could be feasible?
Yes

No

Please substantiate your answer (max. 100 characters).

The maritime sector has already clearly expressed that any Market Based Measures (MBMs) for shipping should be introduced by IMO, should apply globally and should completely address the nine principles adopted by IMO.

Multiple measures applied to shipping must be avoided as such a situation will result in unnecessary additional complication, administrative burden and costs for industry, Administrations and society.

With respect to possible revenues, in reference to the Commission staff working document dated 8 April 2011 on "Scaling up international climate finance after 2012", both Climate and Transport EU Commissioner acknowledge returning the fund in priority to the shipping sector. However it is essential that the possibility of double measures in IMO and through the UNFCCC Green Climate Fund should be avoided – this was also informally acknowledged by the Commission DG CLIMA.

Option 1: contribution-based approach

17. Do you consider that contributions to a compensation fund should, in the initial years of a system, be limited?

Yes

No

18. If you consider that contributions to a compensation fund should, in the initial years of a system, be limited, should this contribution be initially reduced be reference to contributing a percentage of a certain carbon price?

Yes

No

19. If you consider that contributions to a compensation fund should, in the initial years of a system, be limited, should this contribution be initially reduced by pre-set levels of contribution in financial terms?

Yes

No

20. In the event that revenues are needed for international climate change finance, how long should a transition take to full contribution? (Please specify a year).

The maritime sector has already clearly expressed that any Market Based Measures (MBMs) for shipping should be introduced by IMO, should apply globally and should completely address the nine principles adopted by IMO.

In addition, as stated above, shipping’s contribution from the compensation fund to any UNFCCC-approved climate change mitigation and adaptation funds (such as the Green Climate Fund) should not be proportionally greater than the sector’s overall contribution to global GHG emissions. 

Option 2: target-based approach

21. How can compliance be ensured? (max. 1000 characters).

The choice between options based on an EU contribution or emission reductions is ill-founded.

A compensation fund for the maritime sector should be global and not regional. It is certainly not to be considered as a means of increasing government revenues.  Financial contribution of the global system should go directly into the IMO managed fund. The fund should primarily be used for CO2 reduction measures in the shipping industry. 

Evaluation of option 1 and option 2

22. Do you consider that option 1 could achieve the emission reduction required effectively and efficiently? 

Fully agree

Partially agree

Partially disagree

Disagree

The choice between options based on an EU contribution or emission reductions is not valid for shipping since the basis should be global through the IMO.

23. Do you consider that option 2 could achieve the emission reduction required effectively and efficiently? 

Fully agree

Partially agree

Partially disagree

Disagree

The choice between options based on an EU contribution or emission reductions is not valid for shipping since the basis should be global through the IMO.

Mandatory emission reductions per ships

A target corresponding to a mandatory emission reduction compared to historical transport performance or emissions can be set for each ships calling into in-scope ports. The mandatory emission reduction can be set :

· As percentage of an historical baseline (option 1)

· In comparison with an index, such as the EEDI (option 2)

Evaluation of option 1
 and option 2

24. Do you consider that option 1 could achieve the emission reduction required effectively and efficiently? 

Fully agree

Partially agree

Partially disagree

Disagree

The choice between options based on an EU contribution or emission reductions is not valid for shipping since the basis should be global through the IMO.

25. Do you consider that option 2 could achieve the emission reduction required effectively and efficiently? 

Fully agree

Partially agree

Partially disagree

Disagree

The choice between options based on an EU contribution or emission reductions is not valid for shipping since the basis should be global through the IMO.

Please substantiate your answer (max. 1000 characters)

These options are similar to the submission by the Bahamas to the IMO. The Bahamas has proposed that mandatory efficiency improvement measures might be applied to all ships instead of an MBM.  The EEDI was developed for the design of new ships and the complex formulae developed for that purpose are completely inappropriate for application to existing ships, in accordance with the Bahamas proposal. The shipping industry robustly opposes such a proposal as it may be expected to remain in place in addition to an international MBM thus creating a double charge on the industry. 
This type of approach is effectively a proposal for fuel rationing of individual ships. This would lead to market distortions as a result of ships being laid up once their yearly “ration” of fuel was exhausted and other ships would then need to be chartered to meet the transport need. The problem is compounded by the reality that the fuel consumption of two identical ships can vary dramatically according to trading patterns and other variables such as weather. In many cases, specific, day to day trading patterns are outside the control of the shipowner and so this type of system could result in distortions due to individual shipowners being penalized for factors outside their control.

26. Do you consider that the target can be set on another basis?
Yes

No

Please substantiate your answer (max. 1000 characters)

If eventually maritime transport is included in the UNFCCC global reduction commitments, then IMO should set the shipping reduction target at the level of targeted global, or sectoral reductions.  

This matter remains under consideration at IMO, and that consideration must not be pre-empted.

27. Do you consider that a mechanism that rewards early movers should be explored?
Yes

No

No opinion

If yes, what kind of mechanism could be implemented? (max. 1500 characters).

Emission reductions are covered automatically through lower fuel consumption and lower contribution to the compensation fund, and consequently represent less expense and higher competitiveness of vessels.

28. Do you consider that a mechanism that creates incentives to go beyond the mandatory emission reduction should be explored?

Yes

No

No opinion

If yes, what kind of mechanism could be implemented? (max. 1500 characters).

The adoption of the EEDI in IMO is an important step forward, the significance of the Ship Energy Efficiency Management Plan (SEEMP) should not be overlooked. It will be mandatory for all ships to carry SEEMP from 2013 and this is a direct and practical measure reducing energy consumption and CO2 emissions.  The IMO requirement for a SEEMP will ensure that companies and ships monitor and improve their performance with regard to the various factors that contribute to CO2 emissions.  These include, inter alia, improved voyage planning; speed management; weather routeing; optimising engine power; hull maintenance and consideration of different fuel types.  When these measures are taken together, we are confident that the industry as a whole can now deliver more than a 20% reduction in emissions per tonne of cargo moved per kilometre by 2020.   

Representatives of the shipping industry have urged their members to apply the new IMO technical and operational requirements in advance of their formal entry in to force. Early movers will automatically take advantage of this (fuel consumption reduction). Shipping companies that may decide to go further than the mandatory international emission reduction could benefit from incentives as presented in the EU guidelines on State Aid for Environmental Protection (2008/C 82/01).

Emission Trading System

29. Do you consider that financial support (either directly as free allowances or some of the revenue generated from allowances) should be given during a transitional period?

Yes

No

30. If yes, and in the event that revenue are needed for international climate finance, how long should a transition take?
[no answer]

31. Should shipping be able to acquire emission reductions from other sectors?
Yes

No

32. Should shipping be able to sell emission reductions to other sectors?
Yes

No

Please substantiate your answers (max. 1000 characters)

At first sight this is not valid for shipping falling under a global IMO regime. In case of need, this should be further considered in discussion in IMO.
The maritime sector has already expressed a clear preference for an international compensation fund. An ETS system is not expected to take the structural, operational and contractual complexities of shipping into account, in particular on bulk shipping. 
Under ETS the carbon price will be set by the “market” and dictated by it. Hence, ETS permit prices will fluctuate and are therefore unpredictable. There is also the risk of financial speculation by large financial companies leading to revenues being diverted from the intent of benefiting the environment. 
Because the economic cost is not known in advance the impact can be severe, as commercial and financial planning can be undermined. 
Hence, ETS is not expected to be cost effective for the vast majority of companies and may create a heavy and unwarranted administrative burden especially for private small and medium sized companies. 

33. Do you consider that an ETS could achieve the emission reduction required effectively and efficiently?
Fully agree

Partially agree

Partially disagree

Disagree

Please substantiate your answer (max. 1000 characters)

Any MBM for international shipping must be judged on its effectiveness as regards the benefits to the environment, i.e., the reduction in GHG emissions overall resulting from the measure, rather than on the revenue generated. 

The introduction of an EU ETS for aviation has created a number of legal, political and practical challenges. Applying the same methodology to maritime transport would prove impossible. Maritime transport is not an A to B transport system like aviation. Particularities of ship’s types and trades make the shipping sector difficult to incorporate in any regional system. Indeed, ships are often rerouted at the last minute or include a number of stops within a voyage. It would therefore be extremely difficult to introduce an effective or fair ETS system at regional level for maritime transport. Keeping an account on departures, arrivals and fuel consumption of passenger flights is an easy task compared to keeping a similar account on shipping activity. 

In addition, it will be a very onerous and bureaucratic task to attempt to design and enforce an emissions trading scheme for shipping that will not contain the potential for significant circumvention. Indeed, there may be significant financial incentives to berth in a port just outside of EU jurisdiction and thereafter separately transport the goods by much less efficient means for the last part of the voyage. 

Tax

Tax on fuel

34. Do you consider that the evasion risk can be avoided when setting a tax on bunker fuel?
Yes

No

If yes, what specific measures could be developed to avoid/reduce the risk of evasion?

The risk of evasion can be avoided by the introduction of a global scheme at IMO. We are not suggesting a tax but a contribution to an IMO compensation fund. Such a straight forward system will avoid evasion.

35. Do you consider that a tax on fuel could achieve the emission reduction required effectively and efficiently?
Fully agree

Partially agree

Partially disagree

Disagree

Please substantiate your answer (max. 1000 characters)

Tax revenues are expected to remain with member states as excise revenue and it is unlikely that they would be reallocated to specifically reduce CO2 emissions from the shipping industry or other sectors. Moreover, any decision on taxation requires unanimity in the EU and would also increase the potential for negative incentives and trade distortions, including the risk of evasion. 

Tax on emissions

36. Do you consider that a tax on emissions could achieve the emission reduction required effectively and efficiently?
Fully agree

Partially agree

Partially disagree

Disagree

Please substantiate your answer (max. 1000 characters)

See above question.

Choice of policy options

37. Which of these options for an EU proposal could be better to promote progress at the IMO? (rank from 1 (preferred) to 3).
Compensation fund*
1

2

3

No opinion

Mandatory emission reduction per ship*
1

2

3

No opinion

ETS*
1

2

3

No opinion

Tax*
1

2

3

No opinion

38. The Commission has identified criteria that could be taken into account for the evaluation of possible EU measures. In order to help us assess the appropriateness of this evaluation method, please indicate for each criterion the importance you attach to it by ranking it from 1 (most relevant) to 5 (less relevant).
Environmental effectiveness (ensure effective emission reduction in line with the 2°C objective*
1

2

3

4

5

No opinion

Maintain the competitiveness of the EU*
1

2

3

4

5

No opinion

Maintain competitiveness of the EU maritime sectors, while giving them the first mover advantage, by providing incentives to increase fuel efficiency before the rest of the world adopts specific measures*
1

2

3

4

5
No opinion

It is essential that the provisions of UNCLOS are fully considered. The concept of a regional group of States attempting to impose financial requirements on foreign flag ships outside the territorial waters of the States concerned is a significant worry. Under a global measure this concern would not arise.

Enforceability (ensure appropriate monitoring, reporting and verification while keeping administrative burden to the minimum) *
1

2

3

4

5

No opinion

Consistency with the related EU policies*
1

2

3

4

5

No opinion

Vulnerability : exposure to/risk of evasion*
1

2

3

4

5

No opinion

Timeliness (consistency with timing of application of measures and interaction with policy progress in international fora) *
1

2

3

4

5

No opinion

39. Should other criteria be used?
Yes

No

No opinion

Please substantiate your answer (max 1000 characters).

Any MBM for international shipping should be global, and meet the IMO principles as established by IMO, namely: 1) effective in contributing to the reduction of total global greenhouse gas emissions, (2) binding and equally applicable to all, (3) cost-effective, (4) able to limit, or at least, effectively minimize competitive distortion, (5) based on sustainable environmental development without penalizing global trade and growth, (6) based on a goal-based approach and not prescribe specific methods, (7) supportive of promoting and facilitating technical innovation and R&D in the entire shipping sector, (8) accommodating to leading technologies in the field of energy efficiency; and (9) practical, transparent, fraud free and easy to administer.

40. Regardless of the option proposed, should the maritime sector be in principle authorized to use international credits (eg the Clean Development Mechanism) for its compliance?
Yes

No

41. Should the maritime sector be authorized to use international credits subject to quantitative and qualitative limits, along the same lines as for other sectors?
Yes

No

42. What kind of restriction (quantitative and qualitative) should apply on these international credits? (max. 1000 characters).
Given the anticipated growth projection of human population and world trade, regulations must focus on continuous improvement of the energy efficiency of individual ships. The introduction by IMO of the technical and operational measures was a very important step in ensuring that the global shipping industry has the necessary mechanisms to reduce its GHG emissions. Any use of authorized credits should be made collectively by IMO and not by individual ships or companies.

What are the reasons to authorize any type of international credits? (max. 1000 characters)
[no answer]
General comments

43. Please feel free to give any additional comments (max 2000 characters).
The shipping industry appreciates the IMO efforts to develop the package of technical and operational measures and welcomed their adoption by the Marine Environment Protection Committee on July 15, 2011 by way of amendments to MARPOL Convention Annex VI. The significant amendments are expected to enter into force on January 1, 2013 and will make mandatory the Energy Efficiency Design Index (EEDI) for new ships and the Ship Energy Efficiency Management Plan (SEEMP) for both new and existing ships. 
In adopting the first ever international agreement containing binding and mandatory measures to reduce CO2 emissions that has so far been agreed for an entire industrial sector, the IMO demonstrated that it is well placed to continue progress on a possible Market Based Measure (MBM) to help deliver further emission reductions.

At the UNFCCC Conference in Durban, governments decided to adopt a universal legal agreement on climate change as soon as possible, but not later than 2015. Governments endorsed the EU strategy for a roadmap and agreed a second commitment period of the Kyoto Protocol from January 1, 2013. Since the Conference only agreed to continue to consider the issues related to addressing emissions from international aviation and maritime transport, the European Commission should maintain its opinion that for shipping an international agreement through the IMO is the best way forward and leave it to the IMO to continue its  work on it.
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� A target corresponding to a mandatory emission reduction compared to historical transport performance or emissions can be set for each ships calling into in-scope ports. The mandatory emission reduction can be set :


As percentage of an historical baseline (option 1)


In comparison with an index, such as the EEDI (option 2)
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