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posals aims to set the EU on course
to slash greenhouse gas emissions
by 2030 and try to hit net zero emissions
by 2050




The “fit for 55” package of legislative proposals and policy initiatives

Extend EU ETS to shipping

Revision of LULUCF

Revision of renewable energy directive (RED)

Recast of the energy efficiency directive

Revision of the directive on alternative fuels infrastructure (AFID)
Amendment of the regulation setting CO, emission standards for cars and vans
Revision of the energy tax directive (ETD)

Carbon border adjustment mechanism (CBAM)

ReFuelEU Aviation for sustainable aviation fuels

FuelEU Maritime for a green European maritime space
Generation of a social climate fund
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FuelEU Maritime to break the barriers of alternative fuels

FuelEU Maritime — aims to increase the use of sustainable alternative

fuels
FuelEU

EU’s ambition of climate-neutrality by 2050
Enhance predictability, facilitate investments
Eco-incentives and innovative financial tools
rewarding environmental merits -
Stimulate production on a larger scale Sustainable alternat
Bunker alternative fuels -
Connect to the electric grid while at berth
Avoid carbon leakage

LNG, synthetic methane, biofuels promoted

Greener Shipping Summit November 2021
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FuelEU Maritime raises a number of issues

« Serious consequences for shipping and for the global bunker supply industry.

* Risk of adopting fuel standards at variance to those agreed globally (carbon factors
and safety standards

« Ensure that the principal obligation for compliance with any new standards will rest with
fuel suppliers.

» Risk of trade disputes or disruption of the international fuel market
« Mandating use of certain fuels diverts resources from COZ2 reduction measures
» Another carbon trading scheme (on top of EU ETS)?

EU is not operating in a regulatory vacuum.
Shipping requires a global regulatory framework
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FuelEU certificate of compliance

By 30 June of the year following the reporting period, the verifier shall issue a FuelEU
certificate of compliance

The FuelEU certificate of compliance shall include:
— identity of the ship (name, IMO number and home port),
— name, address and principal place of business of the ship-owner;
— identity of the verifier;
— date of issue, its period of validity and the reporting period
Valid for 18 months after the end of the reporting period
Verifier informs the Commission and the flag State of the issuance

If on 1 May of the year following the reporting period the ship has a compliance deficit, the
company shall pay a penalty.
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I Penalties - Timeline

 The company shall pay a penalty for each non-compliant
port call. The verifier shall calculate the amount of the
penalty by multiplying the amount of EUR 250 by
megawatts of power installed on-board and by the
number of completed hours spent at berth.

» Verifier shall issue a FuelEU certificate of compliance
once the penalties have been paid.

« This Regulation shall enter into force on the twentieth
day following that of its publication in the Official Journal

of the European Union. It shall apply from 1 January
2025.
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Shipping body pushes back on biofuels

FuelEU Maritime policy would not require operators to use specific fuels, but it
would require the use of fuels that reduce GHG intensity

EU scenarios reveal a pivot towards using biofuels from forestry and increasingly
from energy crops in the initial years.

The proposed policy will drive ships to fuel with biodiesel and LNG, which was
deemed the cheapest compliance option

Issue of the climate-unfriendliness of bio-feedstocks typically grown by clearing
forests that would otherwise be carbon sinks.
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Scope

Trajectory Target

Calc.

Port

Type of

"Vessels above 5000 GT/ intra-EU voyages "All vessels above 5000 GT arriving in or departing from EU ports
Vessels above 5000 GT performing voyages out of “Ships at berth in EU ports

EU to an EU port (60% of emissions)

-Ships at berth in EU ports

Type of vessels

"GHG emissions (CO2, CH4, N2O, HFCs, PFCs  "Release of carbon dioxide (COz), methane (CH4) and nitrous

é and SFe) oxides (N20) CO2 EQUIVALENT WITH GWP
“Yearly reduction factor reduce emission by 2030 -Yearly average GHG intensity shall be determined against the fleet
compared to 2005 average GHG intensity on-board by ships in 2020 (reference value)
mggGHG intensity to be reduced by the following percentages:
Surrender allowances for shipping sector: 2% by 2025
+ 6% by2030

*+ 20% of verified emissions reported for 2023 . -13% by 2035
* 45% of verified emissions reported for 2024 | -26% by 2040
5 0 g = -

70%  of verified emissions reported for 2025 -59% by 2045

* 100% of verified emissions reported after 2026 « 75%by 2050 (BIG PENALTIES — SHIPS CAN POOL TOGETHER)

fuel consumption X emission factor GHG intensity = fuel consumption by ship X relevant emission
factors (WELL-TO-WAKE)

-As of 1 January 2030, containerships and passenger ships shall connect to OPS
-Except unscheduled port calls for safety or saving life, short stays (< 2hr)
-As of 2035, exemptions for unavailability/incompatibility limited to 5 times/year.
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EU/ETS

Major industry associations are opposed to it

If adopted may open Pandora’s box for a global ETS
Carbon leakage/modality shift are issues

A logistics nightmare (but profitable)

Administrative burden

Carbon price uncertainty

EU ETS covers only covers about 7.5%

of shipping’s global emissions
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Ship-owner positions on EU ETS

» Shipping should contribute its fair share to address the climate crisis, at EU level
 Adedicated fund to be set up under the EU ETS to stabilize the carbon price

« The ETS revenues to support decarbonization of shipping and not added to Member States’
general budgets

» Sufficient time for the gradual inclusion of the shipping emissions to create investment
signals and identify potential errors in the system

* Principal obligation for compliance with any new standards should rest with the EU fuel
suppliers financial penalty on ships when the infrastructure for Onshore Power Supply (OPS)
is not available in a port, penalizes the wrong entity. not available or not compatible
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Given Data: P R
— Bulk carrier DWT= 80000 tons; “ CIl "
— Fuel consumption increases with cargo hA TRICKS
— Bulk carrier DWT= 80000 tons; w

— Fuel consumption increases with cargo

— f (DWT) = 0.1095 tons/nm

- f(0) = 0.8 f (DWT).

— Voyage: Singapore to Calcutta & back L=1650 nm
— N voyages/year. No ballast voyages

— Cll = 106 C; f (DWT) /IDWT= 4.256 g/(ton*nm)

— Rated C in 2023 (3.78 to 4.26)

— Rated C in 2024 (3.70 to 4.17)

Cll =10°¢ C; {f (DWT) L+0.8f (DWT) X}/DWT (L+X) = 4.17
=(C-1)L/(1-0.8C) =199 nm C is a constant
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Thank you!
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