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Sirktler No: 133

Saym Uyemiz,

Uluslararast Deniz Ticaret Odasi1 (International Chamber of Shipping-ICS) tarafindan
Odamiza gonderilen, Ek'te sunulan yazida;

ICS, Bahamalar Toplulugu ve Liberya Cumhuriyeti tarafindan, Birlesmis Milletler
Uluslararasi1 Denizcilik Orgiti'ne (International Maritime Organization-IMO), 2050 yilina kadar net
sifir emisyon hedefine gecisi hizlandirmak Uzere Sifir Emisyonlu Denizcilik Fonu (Zero Emission
Shipping Fund-ZESF) i¢in detayl1 bir 6neri sunuldugu, ZESF ile sifir sera gazi emisyonlu denizcilik
yakitlarinin ve teknolojilerinin hizli Gretimi ve kiresel diizeyde ticari olarak kullanilabilmesinin
tesvik edilmesi ile gelismekte olan Ulkelerdeki gegisi desteklemek igin milyarlarca dolar tutarinda
kaynak olusturulmasinin hedeflendigi belirtilmektedir.

Bu kapsamda, Sifir Emisyonlu Denizcilik Fonu hakkinda ayritili bilgilerin yer aldigi basin
bllteni ve Turkce terciimesi ile ICS'in ZESF Sunumu Ek'te sunulmaktadir.

Bilgilerinize arz/rica ederim.

Saygilarimla,

e-imza
Ismet SALIHOGLU
Genel Sekreter

Ek:
1
2
3
4

ICS'in Yazis1 (1 sayfa)

Basin Bulteni Tirkce Terclimesi (3 sayfa)
Basin Bilteni (3 sayfa)

ICS'in ZESF Konulu Sunumu (39 sayfa)

Dagitim:

Geregi: Bilgi:

- Ttim Uyeler (WEB sayfas1 ve e-posta ile) - Yénetim Kurulu Baskan ve Uyeleri
- IMEAK DTO Sube ve Temsilcilikleri -IMEAK DTO Sube YK Baskanlar1
- Turk Armatorler Birligi

Bu belge, 5070 sayih Elektronik imza Kanuna gore Giivenli Elektronik imza ile imzalanmistir.

Odamizda Evraki Dogrulamak i¢in : Odamizda
IS0 8001:2015 https://ebys.denizticaretodasi.org.tr/enVision/Dogrula/BSEZLR6K0 Sufir Atik Yonetimi
Kalite Y8netim Sisteml Bilgi icin: Alper MERGEN  Telefon: 0212 252 01 30/246 Sistemi
ve E-Posta: alper.mergen@denizticaretodasi.org.tr ) o Uvgulanmaktadir
150 27001:2013 Meclis-i Mebusan Caddesi No:22 34427 Findikli-Beyoglu-iISTANBUL/TURKIYE ]
Bllgl Glvenli§l Yonetim Sisteml | 1) 490 (212) 252 01 30 (Pbx) Faks: +90 (212) 293 79 35 KEP: imeakdto@hs01.kep.tr _e SIFIR
Uygulanmaktadir Web: www.denizticaretodasi.org.tr  E-mail: iletisim@denizticaretodasi.org.tr
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- S.S. Armatorler Tagima ve Isletme Kooperatifi - IMEAK DTO Sirdiiriilebilirlik Komisyonu
- GISBIR (Tiirkiye Gemi insa Sanayicileri Birligi - IMEAK DTO Meslek Komite Baskanlar1
Dernegi)

- VDAD (Vapur Donatanlar1 ve Acenteleri Dernegi)
-TURKLIM ( Turkiye Liman isletmecileri Dernegi)

- KOSDER (Koster Armatorleri ve Isletmecileri Dernegi)
- ROFED (Kabotaj Hatt1 Ro-Ro ve Feribot Isletmecileri
Dernegi)

- Yalova Altiova Tersane Girisimcileri San.ve Tic.A.S.
- GEMIMO (Gemi Makineleri isletme Miihendisleri
Odasi)

- Turk Uzakyol Gemi Kaptanlari Dernegi

Bu belge, 5070 sayih Elektronik imza Kanuna gore Giivenli Elektronik imza ile imzalanmistir.

Odamizda Evraki Dogrulamak igin : Odamizda
IS0 8001:2015 https://ebys.denizticaretodasi.org.tr/enVision/Dogrula/BSEZLR6KO0 Sifir Atk Yénetimi
Kalite Y8netim Sisteml Bilgi icin: Alper MERGEN  Telefon: 0212 252 01 30/246 Sistemi
ve E-Posta: alper.mergen@denizticaretodasi.org.tr ) . Uyvgulanmaktadir
150 27001:2013 Meclis-i Mebusan Caddesi No:22 34427 Findikli-Beyoglu-iISTANBUL/TURKIYE : ]
Bilgl Gvenligl Y8netim Sisteml | T¢| . 190 (212) 25201 30 (Pbx) Faks: +90 (212) 293 79 35 KEP: imeakdto@hs01.kep.tr @4 SIFIR
Urguianmaktadir Web: www.denizticaretodasi.org.tr  E-mail: iletisim@denizticaretodasi.org.tr P ATIK
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01 February 2024 COMMUNICATIONS(24)06
TO: COMMUNICATIONS LEADS

COPY: BOARD MEMBERS
LONG-TERM MEASURES WORKING GROUP

PRESS RELEASE: Zero Emission Shipping Fund proposal submitted to UN to deliver
on shipping’s net zero targets

Action Required: Comms leads are kindly asked to take note and distribute the
information to your stakeholders of the press release titled ‘Zero Emission Shipping
Fund proposal submitted to UN to deliver on shipping’s net-zero targets.

Please kindly see attached the final press release of ‘Zero Emission Shipping Fund proposal
submitted to the UN to deliver on shipping’s net zero targets’ that has been shared with the
media.

There has been one amendment to the original release as we are pleased that the
Commonwealth of The Bahamas are also cosponsors of the proposal with the Republic of
Liberia and this has been highlighted in the release.

e The International Chamber of Shipping (ICS), the Commonwealth of The Bahamas,
and the Republic of Liberia submit a detailed proposal to the UN IMO for a Zero
Emission Shipping.

¢ Fund to accelerate the transition to net zero by 2050.

e The fund will incentivise accelerated production and uptake of zero GHG marine fuels
and technologies and provide billions of dollars to support transition in developing
countries.

e Governments urged to approve fit-for-purpose proposals to meet their commitment
to adopt a maritime GHG emissions pricing mechanism in 2025.

Please find the full press release attached in Annex A.

COMMUNICATIONS(24)06 -Annex A - Press Release - Zero Emission Shipping Fund
proposal submitted to UN to deliver on shipping net zero targets

Katerina Dimitropoulos
Communications Manager

Registered Office Walsingham House, 35 Seething Lane, London, EC3N 4AH
Registered in England and Wales No. 2532887
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(Serbest Ceviridir)

Sifir Emisyonlu Denizcilik Fonu Teklifi, Denizciligin Net Sifir Hedeflerine Ulasmasi icipk_»
Birlesmis Milletlere Sunuldu.

e Uluslararas1 Deniz Ticaret Odasi (International Chamber of Shipping-ICS), Bahamalar
Toplulugu ve Liberya Cumbhuriyeti, 2050 yilina kadar net sifira gegisi hizlandirmak
amaciyla Birlesmis Milletler (BM) Uluslararast Denizcilik Orgiitii'ne (International
Maritime Organization-IMO) Sifir Emisyonlu Denizcilik Fonu i¢in ayrintili teklif sundu.

e S0z konusu Denizcilik Fonunun, sifir emisyonlu denizcilik yakitlar1 ve teknolojilerinin
iretimini ve kiiresel diizeyde ticari olarak kullanilabilmesini tesvik edecegi, ayrica
gelismekte olan iilkelerde yesil doniisiimii desteklemek igin milyarlarca dolarlik finansman
saglamasi ongoriilmektedir.

e 2025 yilinda denizcilikten kaynaklanan sera gazi emisyonlar1 fiyatlandirma mekanizmasini
benimseme taahhiitlerini yerine getirmek icin amaca uygun tekliflerin onaylanmasina
yonelik ¢agrida bulunulmaktadir.

Uluslararast Deniz Ticaret Odasi, deniz tasimaciliginin kiiresel 6l¢ekte diizenleyici
kurulusu olan Uluslararas1 Denizcilik Orgiitii i¢in uygun ve hedefe yonelik bir 6neri olan Sifir
Emisyonlu Deniz Tasimaciligi Fonu (Zero Emission Shipping Fund-ZESF) i¢in detayl bir
Oneri sunmustur.

Diinya ¢apindaki armatoérler iddiali net sifir hedeflerine ulagsmak i¢in uygulanabilir
cOziimlerle ilerlemenin aciliyetinin bilincinde olarak yilda milyarlarca dolar toplamak amaciyla
gemilerin sera gazi (Green House Gases-GHG) emisyonlarina yonelik zorunlu katki saglamay1
kabul etmistir. Kiiresel ticari denizcilik filosunun 2050 yilina kadar net sifir emisyona gegis
stirecini hizlandirmak ve gelismekte olan tilkelerin denizcilik faaliyetlerinden kaynaklanan sera
gazi azaltma ¢abalarini desteklemek amaglanmaktadir.

Denizcilik sektoriiniin glincellenmis bahse konu teklifi, gros tonaj cinsinden diinyanin
en bliylik bayrak devleti idarelerinden olan Bahamalar ve Liberya tarafindan ortaklasa
desteklenmektedir. S6z konusu teklif, Japonya tarafindan onerilen kendi kendini finanse eden
bir {icret ve indirim sistemi olan “Fon ve Odiil (Feebate)” konseptine ve Avrupa Birligi’ne iiye
iilkelerin IMO’nun sabit oranli vergiye dayali “levy-based” kiiresel katki sistemine verdigi
destegi temel almaktadir. Giincellenen teklife, gelismekte olan iilkelerde kullanilmak iizere
tahsis edilecek fonlar da dahil olmak {izere, toplanan milyarlarca dolar finansman tutarinin
kullanimina iliskin seffaflik ve sorumluluk i¢in bir yap1 eklenmis olmasi1 6nem arz etmektedir.

ICS Genel Sekreteri Guy PLATTEN; “Net sifir emisyonlu deniz tasimaciligina kiiresel
olcekte gecis saglanmalidir. Aksi takdirde basarili olamayacaktir. IMO 'nun deniz tagimaciligi
icin kabul ettigi net sifir emisyon hedefi ICS tarafindan tamamen desteklenmektedir. Ulkelerin
Stfir Emisyonlu Denizcilik Fonu nun kurulmasi igin gereken diizenlemeleri gelistirmek tizere
calismalar yapmast durumunda 2050 yili hedefine ulasilabilir. Deniz tasimaciligi icin kiiresel
olcekte bir sera gazi fiyatlandirma mekanizmasinin acilen ontimiizdeki yul iizerinde anlasmaya
varimasi gerekmektedir. Bu mekanizma, sifir sera gazi emisyonlu denizcilik yakitlarina yatirim
riskini ortadan kaldiracak ve gelismekte olan iilkeleri desteklemek i¢in milyarlarca dolar
tutarinda fon saglayacaktir.
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Bahamalar ve Liberya ile kiiresel denizcilik sektorii, dikkatle diistintilmiis, adil, seffaf ve
basit bir mekanizmayla one ¢ikti. IMO’nun 2030 hedefine alti yildan az bir siire kaldi. 2030
yilina kadar sifir sera gazi emisyonlu denizcilik yakitlarinin tiretimi ve kiiresel diizeyde ticari
olarak kullanilabilmesinde bir ivme saglayamazsak 2050 yilinda net sifir emisyona ulasmak
miimkiin goriinmemektedir.

Temel ¢alismalar yapilmis olup mevzuat dikkatlice hazirlanmistir. Bu amaca uygun
coziimii hizli ve etkili bir sekilde uygulamak igin iilkelerin siyasi iradesine ihtiyag
duyulmaktadir.” agiklamasinda bulunmustur.

Sifir Emisyonlu Denizcilik Fonu ve “Fon ve Odiil” mekanizmasi, IMO’ya iiye iilkeler
tarafindan Mart 2024 ayinda gercgeklestirilecek sera gazi toplantilarinda degerlendirilecektir.
Mevcut durumda tilkeler, 2025 yilima kadar uluslararasi deniz tagimaciligl i¢in sera gazi
fiyatlandirma mekanizmas1 gelistirme konusunda taahhiitte bulunmustur. Ulkelerin kabul
etmesi durumunda ZESF, IMO’ya iiye devletler tarafindan benimsenen iddiali sera gazi
azaltimina uygun olarak 2050 y1l1 veya buna yakin bir tarihte deniz tagimaciligi faaliyetlerinden
kaynaklanan net sifir sera gazi emisyonu hedefine ulasilmasina yardimei olmak i¢in gelecek yil
onaylanacaktir.

Teklif kapsaminda, salinan CO, esdegeri emisyon tonu basimna gemilerden alinan
katkilar, sifir sera gazi emisyonlu yakitlar ile geleneksel yakitlar arasindaki onemli maliyet
farkin1 azaltmak icin kullanilacak olup s6z konusu yeni denizcilik yakitlarmin kullanilmasiyla
engellenen sera gazi emisyonlari i¢in gemilere mali ddiiller saglanacaktir.

Seffaf ve aciklanabilir olarak sunulan teklif, sifir veya sifira yakin denizcilik yakitlarinin
iretimine ve gelismekte olan iilkelerin diinya capindaki limanlarinda yeni yakit ikmali
altyapisinin  kullanima sunulmasina yonelik destegin yani sira yeni yakitlarin gilivenli
kullanimina iligkin egitimin desteklenmesini de icerecektir.

Clarksons Research arastirma kurulusu tarafindan ICS ig¢in yapilan detayli etki
degerlendirmesi ¢aligmasinda, ton basina tiiketilen yakita 20 ile 300 ABD Dolar1 arasinda
maliyet ekleyen bir katki oraninin, teslim edilen yiik fiyatlar1 agisindan ulusal ekonomiler
iizerinde orantisiz bir olumsuz etki yaratmayacag belirtilmektedir.

Sifir Emisyonlu Denizcilik Fonu, fosil yakitlara tamamen bagimli olan ve su anda ¢ok
az miktarda sifir karbon emisyonlu yakit kullanan denizcilik sektoriiniin, amonyak, hidrojen,
stirdiiriilebilir biyoyakitlar, sentetik metanol ve sentetik LNG gibi daha pahali “yesil” yakitlarin
kullaniminda bir “baglangi¢ noktasi”’na ulasmasini saglayacaktir.

Sifir Emisyonlu Denizcilik Fonu

Denizcilik sektoriiniin dekarbonizasyonuna yardimci olmak i¢in milyarlarca dolarlik
fon saglamay1 garantileyen, gerekli diizenleyici yapiy1 ayrintili olarak belirten ve bir “Fon ve
Odiil (Feebate)” mekanizmasi kullanan Sifir Emisyonlu Denizcilik Fonu, su anda IMO
nezdinde denizcilikten kaynaklanan GHG emisyonlarinin fiyatlandirilmasi mekanizmasi
hakkindaki tek Oneridir. Ayrica bu fon ile milyarlarca dolar tutarinda kaynak saglanarak
gelismekte olan iilkelerin desteklemesi de hedeflenmektedir.

ZESF, kiiresel ¢apta kolayca uygulanabilecek bir mekanizma olup, 2023 Temmuz
aymnda Deniz Cevresini Koruma Komitesi’nin 80’inci Oturumu’nda (Marine Environment
Protection Committee-MEPC 80) kabul edilen IMO 2023 GHG Stratejisi’'nde belirtilen
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hedefler ¢ercevesinde, 2025 yili baslarinda diizenlenecek MEPC 83’te anlagmaya varilmak
lizere nihai hale gelmesi dngoriilmektedir.

Uluslararas1 Deniz Ticaret Odasi tarafindan, Uluslararas: Denizcilik Orgiitii’ne detayli
bir etki degerlendirmesi sunulmustur. Bu degerlendirmede, ton basina tiiketilen yakit {izerine
20 ile 300 ABD Dolar1 arasinda degisen bir maliyet ekleyen katki oraninin, teslim edilen kargo
fiyatlar1 agisindan ulusal ekonomiler iizerinde orantisiz bir olumsuz etki yaratmayacagi
belirtilmektedir.

ICS, denizcilik sektoriinde kullanilan enerjinin 2030 yilina kadar %5-10’unun sifir veya
sifira yakin GHG emisyonlu kaynaklarindan elde edilmesi hedefini gerceklestirmeye yonelik,
alternatif yakitlar ile konvansiyonel yakitlarin maliyeti arasindaki farki azaltmak ve kullanimini
hizlandirmak i¢in yillik 5 ile 10 milyar ABD Dolari tutarinda bir kaynak gerektigini ortaya
koymaktadir.

ICS, yillik 5 ile 10 milyar ABD Dolar tutarinda kaynak olusturmak i¢in gemilerin Sifir
Emisyonlu Denizcilik Fonu’na tiiketilen her 1 ton yakita karsilik 20 ile 40 ABD Dolar1 arasinda
katki yapmasin1 onermektedir. Ancak, IMO’ya {iye iilkelerin, gelismekte olan iilkeleri
desteklemek i¢in ayr1 bir IMO GHG Denizcilik Siirdiiriilebilirlik Fonu (IMO GHG Maritime
Sustainability Fund-IMSF) araciligiyla toplamay1 kararlastirdiklar1 fon miktarina bagl olarak
ZESF gercek katki oraninin daha yiiksek olacagi dngoriilmektedir.
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Zero Emission Shipping Fund proposal submitted to UN to deliver on shipping’s
net zero targets

e The International Chamber of Shipping (ICS), the Commonwealth of The Bahamas, and the
Republic of Liberia submit detailed proposal to UN IMO for a Zero Emission Shipping Fund
to accelerate transition to net zero by 2050.

e The fund will incentivise accelerated production and uptake of zero GHG marine fuels and
technologies and provide billions of dollars to support transition in developing countries.

e Governments urged to approve fit-for-purpose proposals to meet their commitment to
adopt a maritime GHG emissions pricing mechanism in 2025.

01 February 2024, London: The International Chamber of Shipping (ICS) has submitted a detailed, fit-
for-purpose proposal to shipping’s global regulator, the UN International Maritime Organization
(IMOQ), for a Zero Emission Shipping Fund (ZESF).

In recognition of the urgency to move forward with workable solutions to meet ambitious net zero
targets, shipowners globally have agreed to mandatory contributions on ships’ greenhouse gas (GHG)
emissions to raise billions of dollars annually. The purpose is to accelerate transition by the global
commercial shipping fleet to net zero emissions by 2050 and support the maritime GHG reduction
efforts of developing countries.

The shipping industry’s updated proposal is co-sponsored by the Bahamas and Liberia (two of the
world’s largest flag State administrations, measured in gross tonnage). The proposal builds on the
“feebate” concept put forward by the Government of Japan and support from EU States at IMO for a
flat rate “levy-based” global contribution system. Significantly, the updated proposal adds a structure
for transparency and accountability for how the billions of dollars raised will be used, including those
funds to be allocated for use in developing countries.

Guy Platten, ICS Secretary General, explained:

“The transition to net zero shipping must be truly global. Otherwise, it will not succeed. ICS fully
supports the net zero goal which IMO has agreed for shipping. The 2050 goal will only remain plausible
if government negotiators now roll up their sleeves to develop the regulations needed to establish the
Zero Emission Shipping Fund. A global GHG pricing mechanism for shipping urgently needs to be agreed
on next year, which will de-risk investment in zero GHG marine fuels and provide billions of dollars of
funds to support developing countries.”

“The Governments of Bahamas and Liberia and the global shipping industry have come forward with
a carefully thought-out mechanism, which is equitable, transparent and simple. The first IMO target
for 2030 is less than six years away. If we don’t achieve a take-off point in the production and uptake
of zero GHG marine fuels by 2030, it’s hard to see how net zero will be achieved by 2050.”


https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fwww.ics-shipping.org%2Fwp-content%2Fuploads%2F2024%2F01%2FISWG-GHG-16-2-3-ZESF-Possible-amendments-to-MARPOL-Annex-VI-final-Thurs-25-Jan.docx&wdOrigin=BROWSELINK
https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fwww.ics-shipping.org%2Fwp-content%2Fuploads%2F2024%2F01%2FISWG-GHG-16-2-3-ZESF-Possible-amendments-to-MARPOL-Annex-VI-final-Thurs-25-Jan.docx&wdOrigin=BROWSELINK

“The groundwork has been done and the regulatory architecture has been carefully laid out. All that is
needed is political will from governments to implement this fit-for-purpose solution quickly and
effectively.”

The Zero Emission Shipping Fund and the “feebate” mechanism will be considered by IMO Member
States at their next round of GHG negotiations in March. Governments have already unanimously
committed to developing a GHG pricing mechanism for international shipping by 2025. If governments
agree, the ZESF will be approved next year to help achieve net zero GHG emissions from shipping by
or close to 2050, in line with the ambitious GHG reduction targets adopted by IMO Member States.

Under the proposal, contributions from ships per tonne of CO,e emitted will be used to reduce the
significant cost gap between zero GHG fuels and conventional fuel oil, providing financial rewards
(“feebates”) to ships for the GHG emissions prevented by use of these new marine fuels.

The transparent and accountable proposal will include support for the production of zero/near-zero
marine fuels and the roll-out of new bunkering infrastructure in developing countries’ ports
worldwide, as well as supporting training in the safe use of new fuels.

A detailed impact assessment has already been conducted by Clarksons Research for ICS that
highlights that a contribution rate which adds a cost in a range between US$20 to $300 per tonne of
fuel oil consumed would have no disproportionately negative impacts on national economies in terms
of delivered cargo prices.

The Zero Emission Shipping Fund will allow the hard-to-abate shipping sector, which is completely
dependent on fossil fuels and where the current use of zero GHG fuels is virtually zero, to achieve a
“take-off” point in its use of more expensive ‘green’ fuels, such as ammonia, hydrogen, sustainable
biofuels, synthetic methanol and synthetic LNG.

For the full proposal, please click here.

Ends

Notes to Editors
Zero Emission Shipping Fund

The Zero Emission Shipping Fund (ZESF), using a Fund and Reward (Feebate) mechanism, is currently
the only proposal in the IMO negotiations about a maritime GHG emissions pricing mechanism which
sets out in detail the necessary regulatory architecture that can guarantee the billions of US dollars of
funding needed to help the shipping industry decarbonise, including billions of dollars to support
developing countries.

The ZESF will be simple to implement globally and can realistically be finalised by governments for
agreement by the IMO Marine Environment Protection Committee in early 2025 (MEPC 83) as
required by the 2023 IMO GHG Strategy, which was agreed by MEPC 80 in July 2023.

ICS has provided IMO with a detailed impact assessment, which demonstrates that a contribution rate
which adds a cost in a range between US$20 to $300 per tonne of fuel oil consumed would have no
disproportionately negative impacts on national economies in terms of delivered cargo prices.

2


https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fwww.ics-shipping.org%2Fwp-content%2Fuploads%2F2024%2F01%2FISWG-GHG-16-2-3-ZESF-Possible-amendments-to-MARPOL-Annex-VI-final-Thurs-25-Jan.docx&wdOrigin=BROWSELINK

ICS calculates that to reach the IMO target for 5-10% of the energy used by shipping to come from
zero/near-zero GHG sources by 2030, the cost of reducing the cost gap with conventional fuel oil and
rewarding the accelerated uptake of alternative fuels would be between USS5 to U$10 billion per year.

ICS suggests that generating USS5 to US10 billion per year might require a contribution by ships to the
Zero Emission Shipping Fund equivalent to between about US$20 and US$40 per tonne of fuel oil
consumed. However, the actual contribution rate will be higher, depending on the amount of funds
which IMO Member States decide to collect via the ZESF for the separate IMO GHG Maritime
Sustainability Fund (IMSF) to support developing countries.

The proposal to establish the Zero Emission Shipping Fund was endorsed last week by the ICS Board
of Directors, which comprises representatives of the world’s national shipowners’ associations in Asia,
the Americas, Africa and Europe, which collectively represent all sectors and trades and over 80% of
world merchant shipping tonnage.

The full proposal from ICS and the Governments of Bahamas and Liberia, which is being considered by
the IMO Marine Environment Protection Committee, can be seen here.

About ICS

The International Chamber of Shipping (ICS) is the principal international trade association for
merchant shipowners and operators, representing all sectors and trades and over 80% of the world's
merchant fleet - www.ics-shipping.org.
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1. Overview of Fund and Reward (Feebate) mechanism
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Overview

2023 IMO GHG Strategy requires maritime GHG emissions
pricing mechanism to be adopted in 2025. Imperative that
MEPC starts work now on developing regulatory text to amend
MARPOL Annex VI

Building on concept proposed by Japan, ICS (with Bahamas
and Liberia support) has set out comprehensive proposal for
Fund and Reward (Feebate) mechanism with complete
package of suggested draft regulations and supporting
Guidelines for implementation and enforcement
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The proposal: IMO to establish Zero Emission Shipping Fund (ZESF)

Ships to make annual mandatory contributions per tonne of
COZ2e emitted to ZESF using verified data already used for IMO
Fuel Oil Data Collection System

Ships using eligible zero/near-zero GHG fuels will receive
rewards for CO2e emissions prevented compared to combusting
conventional fuel oil — based on agreed COZ2e conversion factors
and energy density of these fuels, as determined by LCA
Guidelines
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To make transition global, ZESF has two main purposes:

Provide rewards (feebates) to ships using zero/near-zero GHG
fuels (and technologies) to reduce the cost gap and incentivise
the accelerated uptake of new fuels to achieve a “take-off” point
by 2030 on a pathway to net zero, and de-risk investment
decisions which are urgently required

Provide billions of US dollars to support maritime GHG

reduction programmes in developing countries via a separate
IMO (GHG) Maritime Sustainability Fund (IMSF), including
production of new fuels and bunkering infrastructure in ports
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2. Why feebate mechanism is urgently needed to
successfully implement 2023 IMO GHG Strategy
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Implications of 2023 IMO GHG Strategy

Net zero goal for 2050 is very ambitious, as is the goal to cut
GHG emissions by 70-80% by 2040, regardless of trade growth

To make this possible, production and uptake of new fuels must
be rapidly accelerated to achieve new IMO target for 5-10% of
energy used by shipping to come from zero/near-zero energy
sources by 2030 — which is less than 6 years away

Current production and uptake of zero/near-zero GHG fuels is
virtually zero
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Reaching a “take-off” point

If the 2023 IMO GHG Strategy is to succeed, shipping must reach a
“take-off” point in production and uptake of zero/near-zero GHG fuels by
2030

V4
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Global Fuel Standard alone will not achieve net zero, without a separate
economic measure to incentivise uptake of zero/near-zero GHG fuels

5 to 10% cut in GHG intensity of marine fuels in 2030 might be
achieved with biofuel blends (and more ships using LNG)

But this will not achieve a “take-off point” in use of new fuels, such as
ammonia, hydrogen and synthetic methanol/LNG, which will be vital
to achieve the IMO 2040 goal of a 70-80% cut in absolute emissions

NB: ICS fully supports a Global Fuel Standard as a technical measure which
complements an economic measure — see ISWG-GHG 16/2 (ICS and IBIA)



mm [nternational

; Chamber of Shipping
Accelerating transition to net zero
Global Fuel Standard alone (even if it includes some kind of economic
element) will not generate billions of US dollars of guaranteed funding to
support GHG reduction efforts of developing countries, including ‘green’

fuel production and port infrastructure required to meet 2040 and 2050
IMO GHG goals
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To ensure net zero for 2050 remains plausible, IMO urgently needs to
implement the ZESF Fund and Reward (Feebate) mechanism to reach a
“take-off” point, incentivising and de-risking a rapid acceleration in the
production and uptake of zero/near-zero GHG marine fuels by 2030 to
keep a pathway to net zero open
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3. Key Advantages of Feebate mechanism
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Key Advantages of Fund and Reward (Feebate) Mechanism

Reward element will multiply the effect of the contribution rate
on reducing the cost gap, so the contribution rate per tonne of
CO2e can be set at a level which avoids disproportionately
negative economic impacts on IMO Member States

If the cost gap, for example, is determined to be US$600 per
tonne of fuel oil, the contribution rate does not need to be set at
a rate equivalent to US$600 per tonne of fuel oil to close the
cost gap — a much lower contribution rate should be sufficient
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Minimal administrative burden for Member States (or for IMO)

The ZESF contribution system will be a fully automated web-
based system: calculating, collecting/dispersing contributions
and rewards. No money passes via governments

/ZESF will provide evidence to ships that the required annual
contributions have been made, which ships can present to their
flag State (or designated Recognized Organizations)

Only role of flag State is to issue annual Statement of
Compliance which ship can present to Port State Control for
enforcement purposes
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Certainty: Contribution rate will be fixed for 5 years — not variable/volatile

Reward rate for uptake of zero/near-zero GHG fuels is guaranteed for 5
years, so energy producers and shipowners can de-risk investment
decisions in new fuels and technologies

Fixed contribution rate means IMO can calculate ZESF funds that will
be generated with confidence, while separate IMO GHG Maritime
Sustainability Fund will have guaranteed revenue stream (billions of US
dollars) for GHG reduction programmes in developing countries

Impact on bunker costs on different routes and national economies
easy to assess (see Clarksons Research analysis — ISWG-GHG 16/2/2)
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4. Contribution and Rewards for CO2e emitted/prevented,
and economic impacts
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Agreeing on the contribution rate to be made by ships to ZESF

ICS takes no view on what the contribution rate per tonne of
CO2e should be, which will take account of the IMO
Comprehensive Impact Assessment (CIA) of proposed
measures (as initiated by MEPC 80)

But the contribution rate should be sufficient to meet the
objectives of the measure, avoid disproportionately negative
economic impacts on States, and be politically acceptable
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Contribution rate per tonne of CO2e emitted

To be fixed by MARPOL for a 5 year period, with review of
contribution rate to begin two years after entry into force of
measure

Contribution rates per tonne of fuel consumed to be set out in
separate Guidelines, with some fuels types having lower or zero
contribution rates per tonne consumed than “liquid fuel oil”,
based on COZ2e conversion factors and energy densities of
fuels, as determined by IMO Lite-Cycle Assessment (LCA
Guidelines)
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Taking account of life cycle emissions

Ships would not pay for life-cycle emissions for which other
sectors, such as energy producers, are responsible

But life-cycle emissions of zero/near-zero GHG fuels (as
determined by LCA Guidelines) to be taken into account by
lower or zero contribution rates per tonne of fuel consumed

Measure to be consistent with 2023 GHG Strategy by not
iIncreasing emissions of other sectors
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Setting the contribution rate per tonne GHG emitted

This will take account of Comprehensive Impact Assessment
and what is politically acceptable to Member States

But updated analysis by Clarksons Research (ISWG-GHG
16/2/2) suggests contribution rate equivalent to range between
US$20 and US3$300 per tonne of fuel oil would have no
disproportionately negative impacts on States
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Reward rate for zero/near zero fuels per tonne of CO2e prevented

Determined following Comprehensive Impact Assessment, but
sufficient to narrow cost gap between zero/near-zero fuels and
conventional fuel oil (without closing cost gap completely, to
avoid unfair competition)

Reward rates per tonne of zero/near zero GHG fuels consumed
to be set out in separate Guidelines, taking account of life-cycle
emissions prevented and energy density of these fuels

Use of technologies, such as carbon capture, would also be
eligble for rewards for CO2e emissions prevented
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To achieve objectives, contribution rate per tonne of CO2e must:

Be sufficient to fund rewards for uptake of zero/near-zero fuels
to achieve of IMO goal for 5-10% energy used by shipping to
come from zero/near-zero sources in 2030

Provide levels of funding required for separate IMO (GHG)
Sustainability Fund (IMSF) to support GHG reduction
programmes in developing countries
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Funding rewards

If 5-10% of energy used by shipping in 2030 comes from zero/near-zero
GHG sources, with a reward rate set at (e.g.) US$100 per tonne of
CO.,e prevented, the cost of rewarding this accelerated uptake of new
fuels would be between US$5 to US$10 billion per year:

5-10% of 300 million tonnes of fuel oil consumption per year =
15-30 million tonnes x 3.2 (CO2e cf) x US$100 reward per tonne of
CO2e prevented = US$5 to US$ 10 billion per year for rewards

To fund rewards, this might require a contribution by ships to ZESF
equivalent to between about US$20 and US$40 per tonne of fuel oil
consumed (US$6.25 to U$12.5 per tonne of CO2e emitted)
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Total contribution rate by ships

To achieve objectives, contribution rate would need to be higher than
US$20-US$40 per tonne of fuel oil

Most importantly, the actual contribution rate will depend on the
amount of funds (billions of US dollars) which IMO decides to collect
via the ZESF to support maritime GHG reduction programmes in
developing countries

The reward rate may also need to be higher than US$100 per tonne of
COZ2e prevented to be sufficient to meaningfully narrow the cost gap
between zero/near-zero GHG fuels and conventional fuel oll
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6. Governance of ZESF and IMSF
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Governance of Zero Emission Shipping Fund (ZESF)
To be overseen by MEPC

Details, including management of funds, set out in suggested
amendments to MARPOL Annex VI and supporting Guidelines

But the fully automated contribution and reward system can be
administered by IMO Secretariat because no ‘policy’ decisions are

required about the use of ZESF funds which will be set out in the
regulations
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Governance of IMO (GHG) Maritime Sustainability Fund (IMSF)

Setting priorities as to how billions of US$ of IMSF funds (transferred
from ZESF) will be used, to support GHG reduction efforts of
developing countries to achieve goals of 2023 IMO GHG Strategy, will
be determined by Steering Committee comprising State Parties

Decisions about programmes and projects IMSF will fund, plus
conduct and oversight, can be delegated to other UN agencies

Detailed Terms of Reference for Steering Committee to be finalised
after measure is adopted — immediate priority is to establish regulatory
architecture of ZESF contribution system to ensure funding for IMSF
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5. Conclusions and action requested of IMO Member States
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Conclusions

The ZESF and Feebate mechanism is the only comprehensive proposal
which will guarantee the billions of US dollars required for a truly global
transition, including billions of dollars to support developing countries

Document ISWG-GHG 16/2/3 sets out complete package for the
regulatory architecture which can realistically be finalised for approval
as a maritime GHG emissions pricing measure at MEPC 83, as
required by 2023 IMO GHG Strategy

For MEPC 83 to be able to approve a measure, work needs to start on
new MARPOL Annex VI regulations immediately
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Conclusions: Feebate mechanism will accelerate “take-off” point for
production and uptake of zero/near-zero GHG marine fuels, so that
2040 and 2050 goals remain achievable

The mechanism achieves this by reducing cost gap and de-risking
urgent investment decisions, funding rewards for CO2e emissions
prevented by the use of zero/near-zero GHG fuels and technologies

Billions of US dollars will also be provided to support developing
countries’ production of ‘green’ fuels and bunkering infrastructure in
ports, which contributions by ships to ZESF will provide via the
separate IMO (GHG) Maritime Sustainability Fund (IMSF)
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Conclusions: The feebate mechanism will:

Due to the reward element, multiply the effect of the contribution rate
to significantly reduce the cost gap, with minimal economic impacts
on IMO Member States

Involve minimal administrative burden for Administrations

Help deliver IMO goal for 5-10% of the energy used by shipping to
come from zero/near-zero GHG sources by 2030 — but also leaving
open a pathway to a 70-80% cut in absolute emissions for 2040, so
that reaching net zero, by or around 2050, remains achievable and
plausible
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Key advantage of Fund and Reward (Feebate) mechanism is:
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Certainty as to amount of funds to be raised
Certainty as to rewards to incentivize, de-risk and accelerate transition

Certainty as to guaranteed billions of US dollars of funding for developing
countries

Certainty as to how the ship complies
Certainty as to potential economic impacts on fuel costs and States

Certainty for Administrations and Port States as to minimal administrative
burden and how the requirements will be enforced
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And finally....
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Key advantage of Fund and Reward (Feebate) mechanism is:

“Beautiful simplicity”
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Action required by Member States

A Fund and Reward (Feebate) mechanism should be taken forward as a

maritime GHG emissions pricing mechanism, as required by the 2023
IMO GHG Strategy

This should be prioritised by MEPC 81 for development and adoption as
a separate economic measure by 2025, as part of a basket of mid-term
measures that also includes a Global (GHG) Fuel Standard as a
separate technical measure

In view of the urgency, ISWG-GHG 17 should be instructed to develop
necessary MARPOL amendments for submission to MEPC 82
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Demonstration of ZESF web-site based contribution system
prototype, developed by ICS

Please click link below (please allow a few moments to load)

P Combined sets - ZESF Prototype 2024 (figma.com)



https://www.figma.com/proto/3zhoYTw7vtvCZ30ADAXWoX/ZESF-Prototype-2024?type=design&node-id=1172-58993&t=jb2Lqd5VJmXmTCjq-1&scaling=scale-down&page-id=1172%3A58429&starting-point-node-id=1172%3A58993

Zero Emission Shipping Fund & Chamber of Shipping

Accelerating transition to net zero

Thank you



