Notice
Preoa ration for M PC 78: Vi

of Stake-H olders

ln 2018, lMo adopted 'lnitial strategy on the reduction of Greenhouse gases from ships'with
an ambition to reduce the polluting emissions from international shipping by 50% from 200g
levels by 2050 and a vision to phase them out as early as possible in this century.
As you are aware, that the recent lPcc 6th assessment report (projecting that earth is set to
pass 1.5 Degree cent warming by 2o4o and for any chance of meeting the goal seen as
essential to the survival of some vulnerable communities and ecosystems, drastic reductions
in coz would be needed this decade and net zero emissions by 2o5o) has raised alarm
worldwide including at the lMO.
Since the lMo lnitial cHG reduction strategy has to be revised in 2023, the following issues
are being actively debated at the IMO:
To raise the level of ambition to achieve zero emissions by 2050 with reduction
targets for 2030 and 2040.
To bring fonrvard implementation of financial measures such as Market Based

(i)

(ii)

Measures (MBM), so that zero emission fuels are adopted in lnternational
shipping as early as possible.
The MARPoL regulations are discussed and debated at the Marine Environmental
Protection committee (MEPC) of the lMo prior its adoption. The committee normally meets
twice a year and its 38th session is scheduled to be held from 6th to 10th of June 2022.
Around 200 papers submitted by the member states and non-governmental organizations
are expected to be deliberated in this session.
It is felt that, rather than being thrust with some regulations through the lMo, in order to be
able to extract maximum to serve its interest, lndia now has to decide not only about the
level of ambition but also on its position on various MBM proposals under the consideration
of the lMO.
Accordingly, a pre-session stakeholder consultation meeting prior to MEpc 7g has been
decided to be arranged at 1500 hrs. on 31"t May 2022 in online mode with other Ministries
and stakeholders such as shipping company associations, cargo owners associations and
fuel suppliers.A concept note is attached with this notice.
All other stakeholders are advised that if they have any suggestions, they can forward the
same by 1200 Hrs on 30s May 2022 at following mails:
dqs.stcwconsultants@qmail.com; sumildqs@nic.in and Vikrant.rai@qov.in
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International
nternational Maritime
aritime Organization (IMO)
Marine Environment Protection Committee (MEPC)
78th Session Meeting (6th – 12th June 2022)
Background Note on
GHG Emission Control Discussions at the MEPC
1.

Introduction:

1. Due to the global nature of international shipping having diversity of stakeholders of all
nationalities involved,, it is widely acknowledged that emissions from international shipping
cannot be attributed to any particular national economy. Hence, multilateral collaborative
action by the governments through the specialist United Nations agency – the International
Maritime
itime Organization (IMO) is internationally accepted as the most appropriate means to
address emissions from the maritime transport sector. Further, Article 2.2 of the Kyoto
Protocol states that the Parties included in Annex I shall pursue limitation or reduction of
emissions of greenhouse gas emissions from marine bunker fuels, working through the the
International Maritime Organization (IMO).
(IMO)
2. IMO has
as been energetically pursuing the limitation and reduction of greenhouse gas (GHG)
emissions from international shipping, in recognition of the magnitude of the climate
change challenge and the intense focus on this topic. IMO’s Marine Environment
Protection
ion Committee (MEPC) has given extensive consideration to control of GHG
emissions from ships and in July 2011 achieved the breakthrough adoption of technical
measures for new ships and operational reduction measures for all ships, which are,
consequently, the first ever mandatory global GHG reduction regime for an entire industry
sector.
2. IMO Strategies for Emission control in maritime sector:
sector
1. The GHG emissions generated by international maritime transport account for around
three percent of global GHG emissions annually. Estimates under a business-as-usual
business
scenario anticipate GHG emissions could even increase upto130 percent of 2008 GHG
emissions by 2050. This puts shipping on a pathway consistent with 3 to 4 degrees Celsius
Global warming if no additional
additional GHG emission curbing regulations are adopted.
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2. In 2018, the International Maritime Organization (IMO) adopted its Initial Strategy on the
Reduction of GHG Emissions from Ships. This strategy—known as the Initial IMO GHG
Strategy—aims to reduce absolute GHG emissions by at least 50 percent by 2050 as
compared to 2008 levels.
3. There is a point of view that the current targets of reducing annual GHG by at least 50%
compared to 2008, by 2050, are inadequate to achieve the Paris Agreement targets and
that shipping should aim for zero emissions by 2050.
4. Given the extent and urgency of the climate crisis calls by IMO Member States and major
industry stakeholders have increased for the sector to fully decarbonize within the same
timeframe. While it is accepted that the targets agreed in the IMO initial strategy will not be
met using fossil fuels and as such there is a need to make zero-carbon ships more
attractive and to direct investments towards innovative sustainable technologies and
alternative fuels.
5. Thus if the targets are further enhanced, large untapped possibilities to achieve energy
efficiency need to be exploited, and new zero-carbon bunker fuels need to replace the
currently predominant heavy-fuel oil. Hence enabling shipping’s de-carbonization pathway
will require strong international policy action.
6. Initial IMO GHG Strategy, distinguishes three types of measures to support the decarbonization of shipping which are to be finalized and agreed on by different dates: shortterm (2018–2023), mid-term (2023–2030), and long-term measures (beyond 2030). The
strategy will be reviewed in 2023 and revised as deemed necessary. While reviewing the
targets discussions would focus either on net zero or absolute zero emission goals.
7. The Initial IMO GHG Strategy states that any measure adopted must be cognizant of the
principle of Common but Differentiated Responsibilities and Respective Capabilities
(CBDR-RC) and address potential disproportionately negative impacts (DNI) on States.
3. Considering these developments this paper is prepared with an intent to proactively
develop the strategies for India’s level of ambition related to GHG reduction for maritime
transport at the IMO, through interaction and deliberation with all stakeholders and related
sectors which would impact India’s maritime transport.
4. The paper is divided in three segments:
(A) Level of Ambition
(B) Market Based Measures
(C) Other related topics.
(A) Level of Ambition:
1. In run up to MEPC 77, there was publication of IPCC 6th assessment report and CoP 26
meeting at Glasgow that led to submissions of a number of papers at MEPC 77 to raise the
level of ambition defined in IMO Initial GHG Reduction Strategy adopted in 2018 to achieve
Net Zero* by 2050. The outcome of CoP 26 was presented by the representative of
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UNFCC at IMO and was informed about:(i) The adoption of Glasgow Climate Pact which accepts that human activities have
already caused an average global temperature rise of 1.1°C and its impacts are felt
everywhere and this has resulted in smaller carbon budget to achieve goals in line with
Paris Agreement.
* - While absolute zero GHG emission goals means that no GHG is emitted in the first place, net
zeroGHG emissions means when GHG emissions resulting from human activities are balanced by
GHG removals resulting from human activities over a specified period. Net zero means reducing
emissions and balancing the remaining residual emissions through carbon removal rather than through
carbon offsets and/or insets. Removals refer to the withdrawal of GHGs from the atmosphere as a result
of deliberate human activities. These include enhancing biological sinks of CO2 and using chemical
engineering to achieve long-term removal and storage.

(ii) The Glasgow Pact urges policy makers to use best available science for policy making
and stresses the importance of limiting the temperature rise to 1.5°C in order to keep
the lowest possible impacts on human race.
(iii)However, it will require rapid, deep and sustained reduction in global GHG emissions
through a global GHG reduction of 45% by 2030 compared to 2010 and achieve Net
Zero by 2050.
(iv)It was also informed that even after taking into account all submitted National
Determined Contribution as per Paris Agreement and other initiative by UN Agencies
including IMO Initial GHG Reduction Strategy, it is estimated that aggregate GHG
emission levels will still increase 13.7% above 2010 levels by 2030 and thus depleting
the carbon budget at a faster pace and thus an accelerated mitigation action by all
sectors is the need of this decade.
(v) Carbon budget is the amount of CO2 that humanity can emit while still having a chance
to contain global warming within 1.5°C compared to pre-industrial levels, as advocated
by the Paris Agreement.
2. The discussions at MEPC 77 centred around following sub-issues:
(i) Whether, there is a need to pass a Resolution relating to raised level of ambition to
give a clear signal to international community that international shipping is
concerned about GHG emissions taking into consideration IPCC 6 Report and
recently held COP 26?
(ii) Raising the Level of Ambition through Revision of IMO Initial GHG Reduction
Strategy: Whether the level of ambition for 2050 should be raised taking into
account the outcome of COP 26 and IPCC 6 report and International Shipping
should achieve Net Zero by 2050?
(iii) Level of Ambition: Whether shipping should achieve Net Zero GHG or Absolute
Zero GHG?
(iv) When should shipping achieve Net Zero / Absolute Zero GHG?
Background note on GHG Emission control Discussions- MEPC-78

Page 3

3. At the session, recognising the need to strengthen the ambition of Initial IMO Strategy,
MEPC 77 agreed to conduct a revision of the Initial IMO Strategy, with a view to finalization
at MEPC 80 to be held in spring 2023, as per programme of follow-up actions of the initial
IMO strategy. India contributed in an Informal Group in finalising the Terms of Reference
for revision of the strategy.
4. India’s Position at MEPC 77: While India did not oppose revision of Initial GHG reduction
Strategy, it also put across that:
(i)

The decarbonisation of International Shipping is centred around 5 pillars: Finding
an alternative fuel for each ship type; Production and bunkering of such
alternative fuel; availability of such fuel across the world; Technologies which
allow new ship and existing ship to operate on such fuel; and energy efficiency
of not only ships but also ports and facilitation of ships through measures such
as shore power supply and make the transition less disruptive and costly.

(ii)

Since to achieve 50% gross GHG reduction by 2050 from 2008 levels can only
be achieved if alternate fueled ships enter deep sea shipping at-least by 2030,
any enhanced strategy will need same to enter earlier and thus a need for
Research and Development at a faster pace.

(iii)

All net zero and zero carbon fuels are derivatives to hydrogen and each country
has specific targets to achieve net zero in all sectors of economy such as India
which has declared to achieve net zero by 2070. When all sectors are trying to
achieve net zero within the time frame developed by each country, it may be
difficult for major resources to be diverted to one sector to achieve net zero
earlier for that sector by almost two decades.

(iv)

Developing countries have a historical right to their fair share of the global
carbon budget and are entitled to the responsible use of fossil fuels within this
scope.

(B) Market BasedMeasures (MBM):
1. IMO is currently discussing different types of midterm measures to support the
achievement of the Initial IMO GHG Strategy’s climate ambition. For now, the debate
focuses on two primary approaches:
(i) command-and control measures (for example, performance standards, fuelemission standards) and
(ii) market-based measures (MBMs), whereby polluters are incentivized to reduce their
GHG emissions through price signals.
2. Market Based Measures (MBM) is one of the areas, where India, along with the likeminded countries, has strong difference of opinion with the member states from developed
countries.
3. It is obvious that MBM will increase transportation costs for the shipping industry, and may
also have an impact on international trade. There is a growing concern among the member
states from the developing economies that these impacts will be greater for UNFCCC NonBackground note on GHG Emission control Discussions- MEPC-78
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Annex I States (developing countries) than UNFCCC Annex I States (developed
countries).
4. Compared to the development of shipping industry in UNFCCC Annex I States (developed
countries), the growth of shipping industry in evolving economies in UNFCCC Non-Annex I
States, including India, generally started late and has lagged behind in many respects.
Given the challenges involved in the reduction of GHG emissions from ships, the shipping
companies in these Non-Annex I countries are facing barriers resulting from historical,
financial and technological gaps.
5. Indian delegation therefore had so far taken the position not to support any MBM proposal,
direct or indirect, at this stage. And further to appeal to the Committee to keep in abeyance
any discussions on MBMs till such time the potential implications and impacts of the
implementation of the above referred newly implemented regulations of MARPOL Annex
VI, in particular, on developing States is comprehensively assessed.
6. However, proponents of market-based approach expect it to provide more flexibility to
regulated entities to achieve the GHG emissions reductions required in the most costeffective manner. However, it also increases the cost of shipping which may be passed on
to the consumers which makes it challenging for a developing country like India.
7. Carbon levies and cap-and-trade schemes represent the most discussed market-based
measures (MBM). This is to reduce the carbon content of bunker fuels, disincentivize the
use of fossil fuels, and create a level playing field for emerging zero-carbon bunker fuels.
Main MBM proposals before MEPC-78 can be summarized as below:(i) Carbon Levy or an Emission based levy: Money has to be paid per tonne of GHG /
CO2 emission. The rate will be revised upward periodically. The current proposal is
to start with USD 100 per tonne of CO2 in 2025 to be increased every 5 years.
Revenue collected be divided into 1) a fund to support climate change mitigation
and adaptation efforts in vulnerable countries, administered under the mandate of
the UN Framework Convention on Climate Change (UNFCCC) and 2) a separate
fund to subsidize RD&D of new technologies and fuels administrated under the
mandate of IMO.
(ii) International Maritime Sustainability Funding & Reward (IMSFR) mechanism is
designed on the basis of the existing IMO Data Collecting System (DCS) and
Carbon Intensity Indicator (CII) mechanism. Its basic concept is to set up the
upper/lower benchmark CO2 emissions level for a ship based on its upper/lower "C"
rating boundaries as set out in the CII Rating Guideline for a calendar year. Then, to
collect funding contributions from ships with actual CO2 emissions above the upper
benchmark level and to reward ships with CO2 emissions below the lower
benchmark level. Apart from rewarding superior players, the funding contributions
collected would be also used to finance the capacity building and negative impacts
mitigation in developing countries likely to be negatively impacted (e.g. those
geographically remote from/with limited connectivity to main markets) and to support
the RD&D programmes to accelerate the development of low/zero-carbon marine
fuels and technologies, including addressing the intellectual property issues to make
the innovative fuels/technologies accessible for developing countries.
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(iii) Emission Trading Scheme (ETS) - Sets a sector-wide cap on net emissions from
international shipping. A number of allowances (Ship Emission Units) corresponding
to the cap would be released into the market each year via a global auctioning
process. The units could then be traded. Approximately around $130 to 140 billion
per year will be raised from 2030 before gradually being reduced as the emission
level reduced. The main investment will be toward the fuel infrastructure on land,
including renewable energy and fuel production, distribution and bunkering facilities
including in developing countries. Will require setting up Ship Emission Unit registry
which keeps track of distribution, trading and surrendering of allowances; an
auctioning body which is responsible for holding auctions according to set rules and
receiving the revenues; a fund which is responsible for allocating and distributing
funds according to set rules.
(iv) Zero Emission Vessels (ZEVs) Incentive Scheme - The scheme aims to provide
clear incentives for ZEVs by using revenues raised by carbon levy as rebates for
zero-emission fuels. Assuming there are large price gaps between zero-emission
fuels and fossil fuels and carbon levy is introduced to fill the gap during the initial
phase, levy rate would have to be set fairly high. On the other hand, if price gap is
compensated by way of providing rebate for zero-emission fuels and levy is
introduced to raise sufficient amount of revenues for rebate, levy rate could be set at
lower level, when the share of ZEVs is limited. Such a feebate mechanism would
ensure necessary incentives to enhance deployment of ZEVs while minimizing
negative impacts on fossil fueled ships. The scheme assumes that IMO would fix
rates for levy and rebate, which would then be reviewed and adjusted periodically.
Revenues raised should also be used to assist maritime GHG reduction efforts in
vulnerable States, in particular SIDS and LDCs, to make equitable transition.
8. While reducing GHG emissions, MBMs can also raise significant carbon revenues,
which allow for an additional set of issues to be debated and decided:(i) What could carbon revenues from international shipping be used for?
(ii) Who could be the recipients of such revenues?
(iii) How can adequate management of carbon revenues from international shipping
be imagined?
(C) Other related topics:
(i) International Maritime Research and Development Board (IMRB) & Fund (IMRF):
1. MEPC is now actively considering a shipping industry proposal for a USD 5 billion R&D
programme, to be overseen by IMO and financed through a required R&D contribution of
USD 2 per tonne of marine fuel consumed. The R&D programme would be managed
through a non-governmental research and development organisation – an International
Maritime Research and Development Board or IMRB. The proposals envisages that the
R&D contributions need to be compulsory via an IMO regulation, to ensure that all
shipping companies globally contribute, in a fair and equitable manner, and that the
necessary funds will be generated to achieve the programme’s objectives.
2. The IMRB would be quasi-independent, subject to IMO Oversight, with the sole duty to
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accelerate the research and development of low-carbon and zero-carbon fuels, energy
sources, propulsion systems and other new GHG reduction technologies, operating
under a Charter approved by the IMO. An International Maritime Research Fund (IMRF)
would provide industry financing for the IMRB research and development programmes,
collecting about USD 5 billion over a ten-year period via contributions of USD 2 per tonne
of fuel consumed by every ship.
3. The IMRB is designed to work itself out of a job in 10-15 years by delivering research and
development projects that will then allow commercial entities to provide the technologies
and services that will move proven technologies into the global fleet by the 2030s, so that
the IMO target for 2050 can be achieved.
4. The shipping industry organisations behind the proposal emphasise that the USD 2
contribution is not to be seen as a market-based CO2 reduction measure as it would only
exist for a defined technical purpose – the acceleration of R&D for zero-carbon
propulsion systems.
5. However, Governments attending the IMO Marine Environment Protection Committee
(MEPC), including Indian delegation had raised few concerns on the structure of the
proposal, particularly about the governance of fund and IMO oversight, the need to take
account of the economic impact on states of the proposed mandatory R&D contribution of
USD 2 per tonne of marine fuel, and the need to address the interests of Developing
countries, Least Developed Countries (LDCs) and Small Island Developing States
(SIDS).
6. While proposing to generally welcome the concept of IMRB, Indian delegation, however,
would be expressing its concerns on the quantum of fund that is proposed to be raised,
the mechanisms to ensure its equitable distribution among less developed nations, the
proposed administrative framework of the IMRF, and even on the commercial viability
and long-term sustainability of the proposal.
7. The Indian delegation also proposes to impress upon the Committee that the IMRB must
be cognizant of CBDR-RC and that the mandate and purpose of the IMRB should clearly
underscore that it shall support the development and deployment of low-carbon and zerocarbon fuels and technologies in developing countries, SIDS and LDCs in particular, and
contemplate transfer of technology.
8. Recognizing the urgent need for more proactive initiatives from the international
community in general and from the IMO in particular, in R&D on all matters pertaining to
emission control to achieve the 2050 goal of the IMO’s emission strategy, Indian
delegation would also propose to stress upon that the concerns and responsibilities
towards climate change and reduction of GHG emissions, in general, and the efforts for
cleaner fuels in particular, are global issues and need to be addressed collectively and
not by Shipping alone.
(ii) Regional Measures:
Certain regional authorities like European Union (EU) have their own legislations to reduce
GHG emission within their control. Under fit for 55 draft legislation of EU shipping industry has
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been identified for inclusion in European Union Emission Trading Scheme starting from 2023.
As per present draft Shipping companies must surrender allowances for carbon emitted for all
intra-EU voyages and half of international trips (beyond the geographical jurisdiction of EU)
from 2023, rising to 100% by 2028 unless IMO agrees on a global measure.

Totally disagreeing to such unilateral regional measures, India reminded the Committee that
unilateral or local efforts are not the way for international shipping to address a global issue
like Climate change and therefore reaffirmed that multilateral collaborative action will continue
to be the most appropriate means to address emissions from the maritime transport sector
and will be best achieved by multilateral negotiations by the governments through the
specialized United Nations agency, the International Maritime Organization (IMO) and its
dedicated Committee for the purpose, MEPC.
(iii) The new geopolitics of energy –
Clean energy is expected to transform geopolitics as well. This transition will reconfigure
many elements of international politics that have shaped the global system, significantly
affecting the sources of national power, the process of globalization, relations among the
great powers, and the ongoing economic convergence of developed countries and developing
ones. This new world order also is being reflected in great deal at the floor of the IMO.
*********************
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