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EUpplitical background — g
REVAIACLS & figures:

Frof L vieyg trepean Unionr (EU)rwill have 25 Memiber
Stelies, -uOn people & 30% of world shipping tennage.
90% gji 2= -rade (by volume) Is transported by ship.

IRIETEU evelops common policies and legislation, usually
= (Iu:\,u /es”, through 3 main institutions:
£ TJTUpean Commission — proposes policies, checks compliance
® Council of Ministers — national govt input; rotating Presidency
e European Parliament — local / political input; directly elected
The EU Is not a member of the International Maritime

Organization — but the Commission has observer status, and
works with the Presidency to agree coordinated EU lines.
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Source: Entec UK Ltd, 2002
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IV@Political background g
WARPOL Annex Vi & GHG strategy

> MARPOL_‘J exaVINs 1997 VIO air pellution convention:

- Deﬂneé;’ Emission Control Areas where <1.5% S fuel must
pErliISed, or abatement applied. Originally only Baltic, but in
/Or 0, EU countries worked together to designate North Sea.

a ‘-\ x limits for new ships (engine standards, not aftertreatment)
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| eeds ratification by 15 states, 50% tonnage. Now 13, 55%.

x _|---'

“o (V1O also acting on ship greenhouse gas emissions.
Assembly adopted a resolution last December — difficult
negotiations particularly with “Non-Annex |I” countries.

e EU Institutions now pressing Member States to ratify,
and to work for tougher IMO NOXx rules & GHG actions
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YBINICommunication; Vol Il Directive proposal

“J issions covered:
ulphur dioxide (SO2 or SOx)
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= ® \/olatile Organic Compounds (VOCs)
® Carbon dioxide (CO2)
* Halon
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SOX & NC C) “cause ® SOx & NOx, along with ash
rmrlmgcu tjof) and metals from fuel
21 e lakes & forests combustion: form
> mg groundwater  particulate matter (PM)

— - d ng buildings - causing respiratory illness
B - harming human health
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B NOX and VOC: react in sunlight to form ground-
level ozone “smog”, harming health & crops

e PV & ezone are the two biggest priorities for 2005
EU “Clean Air for Europe” programme (CAEE)
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tpution terEU acidification

Source for this and subsequent maps: EMEP, 2000 (Co-operative Programme for
Monitoring and Evaluation of the Long-Range Transmission of Air pollutants in Europe)
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Jibution torsecondany PV
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veiiime 1 - Cony

AN EER=ORNOUECHER GLOBAL STANDARDS

> Paljtesl] _sure on EU Member States to work constructively
el JMQ “Threat of EU action if this fails, eg on NOx standards.

EU-C SEEANVARINE AWARD SCHEME

..u.: a ﬂched with industry & NGOs to promote low-emission
=

— smppmg and spread best practice. 3 categories: ships,
: " shippers & ports. No pecuniary value.

MARKET-BASED INSTRUMENTS

® Recognize that market-based instruments could be effective,
particularly for foreign ships, where regulation legally difficult.
Commitment to explore possible approaches at EU level.
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Viarket-hased instruments — g

=0study f|hd|ﬁ§%‘~(2004

USICONsUItants National Economic Research Associates
(NE <r\) awarnded Commission contract to evaluate the
IEASINILY of market-based approaches for shipping

3@ proaches = trading: credit, benchmark, cap & trade

charging: taxation, en-route, differentiated dues

=Tl

9._:‘?,13 c_rlterla = environmental, economic, distributional, institutional

i

- After workshop and consultations, arrived at three
tentative recommendations (all initially voluntary):

— Differentiated port dues
— Consortium benchmarking
— Rigorous credit-based trading

-
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Veliime 1 - Communicati
POIINICS & Next Steps,
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EUropear - lament and Council of Ministers endorsed
the C ommum Atenast December, and called for more
AsiiEreommission follow-up this year includes

_— Nz} ~study project with 3 tasks:

_l

_.—'—SSIgn ship emissions to EU MS (to inform discussions on
”'*'5":':"" ~_national emissions ceilings review & EU GHG policy)

sildentify, explain & cost latest abatement technologies,
particularly shore-side electricity

® Develop practical details of the market-based approaches
recommended by NERA and explore subsidy possibilities

— Clean Marine Award ceremony, 1 June
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Room for improvement!
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ANIRSTIPS 1o use <1.5% S fue (date still negotiable)

BN Gl reduce acidification, by Implementing the SOx Emission Control
r\rezls rf fned In the IMO’s MARPOL Annex VI convention

TH_RC BEHOUN THE EU (eg also
Flediterranean)
= AIT’reguIar passenger vessels to use <1.5% S fuel by 2007

~ — to improve air quality in coastal areas, maintain high standards for
- Intra-EU regular vessels, and help ensure availability of 1.5% S fuel

INFALL EU PORTS AND INLAND WATERWAY.S

e All ships at berth and all inland vessels to use <0.2% S fuel
(0.1% hy 2008), ie switch to gasoil, same quality as land

— to rediice health imbnacts hv ciittina laocal SO?2 and PM emicssions

= __-.&t
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0 explore refinery %
availalility, for‘mﬁﬁrel

2007)

> Loy stle Ul marine neavy fuel can be provided by

5 fl reb d I n g Estimated price premium for 1.5%S HFO bunkers versus current quali
- 100
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Bower S crude feedstock
| esulphurisation
> J,-.E. —more reguired,
-J-'the More expensive
- it gets; reflected in
price premium per/t
® 11 mt can be provided in EU at ¢ €50 premium,
first Smt by reblending, most of the rest by lower S crude, but
at least some residual desulphurisation probably needed.
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NEleeal fuel avallability

i

World bunker market

I!f - N
1 Singapore 204
2 Fujiarab/¥hor Fakkan/kara (LAE) 1.8
3 Rotterdam a0
4 Busan {South Kores) aa
5 Antwerp 36
B Hong Kong a0
7 Suez (Egypl) 29
8 Panama 28
9 Houston ar
10 Gibraltar 25
11 New Orlzans 25
12 Loz Angeles 25
13 Durban (South Afriza) 25
14 Ulsan [South Korsa) 22
15 Piracus {Graece) 20
18 Inchon {South Korea) 1.8
17 Las Palmas 1.8
18 Mew York 1.6
19 Seatils 1.6
20 Amsterdam 15
21 Yosu/Kwangyang (South Korea) 18
1 22 Algeciras (Spain) 14
M 23 Philadelphia 12
24 San Francisco 12
25 Marseilles & Fos.s-Mar 1.2
26 Malta 09
27 Tenerife 09
World bunker market \’tl G 28 Istanbul 0.8
Total sales: 136 mi (1999) {% 20 Genoa 0.8
| Total main Europeanports 247 |
vy e ) TN rica | ot g |

Gas/Disseloil "h
* WEnENn spliflfright hand axis)

a TER
1971 1973 1975 1977 1979 1981 1983 1985 1 1960 1991 199G 1006 1997 1990

BEICIP-FRANLAB -34- April 2002

Source: Beicip Franlab
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I tlon In SO2, 8 kt reduction in PM in ports
1 life years lost through long-term exposure
ant monetlzed benefits to health, materials & crops.

== LTk'er to be borne by shipowners through fuel price premium
® Assumed a €50 premium for low S HFO; €75 for low S MGO

OVERALL MONETIZED BENEFITS OUTWEIGH COSTS
BY MORE THAN 2:1; IN-PORT MEASURES 8:1.
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OUIETTIENETits and cost

UCEd acidification — main rationale, but cannot monetize

iential iealth value in big port cities could be much greater

Lent al reduction in engine maintenance costs for ships
jUating to €20 per tonne fuel (Wallenius Lines experience)

-
———

. C-épital costs for some shipowners to reconfigure fuel tanks,
and’ potentially time costs for fuel switch. Varies significantly
for different vessel types & routes so difficult to quantify.

e But unlikely to reverse positive cost-benefit ratio. And most
would be required under Annex VI in any case.
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S 4\odall shift” objective
. -ctlcalltles of fuel switching
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= = Shore-side electricity
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— ~ ® Exhaust gas cleaning
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~ * Fuel availability and marketing
~ ® CO2 from refineries

® Monitoring and enforcement

* |[mplementation deadlines
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EU-WIDE B
- Judged that cest would be disproportionate, and effects
_*distorted because fuel still sold elsewhere

EMI : :_._' )
=G rewing EU interest in air pollutant trading, and
51 Cdmmlssmn asked consultants NERA to explore feasibility

- of market-based instruments for ships

e But trading not allowed by Annex VI, which proposal aims
to enforce - and little appetite to amend Annex VI

e So for sulphur, start with regulatory approach to achieve
1.5% ceiling
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ABATEMEN NOLOGIES

e
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NS AR SWErexhalist 0as cleaning (scrubbing) subject
oM IV/(ONE Lnrl~ Ines, and port state environmental criteria.

> Not ever /o,g 515 enthusiastic - because it transfers onus
fron) rHLLf!’ to ships, and could cause marine pollution.

B 1i0)0gy not widely available (scrubbers or exhaust
-. f_; nenitors), but first P&O trials results expected soon.

In eurrent nAegotiations, considering a procedure to allow
EU25 10’ JeIntly approve technologies and establish criteria.

= But technology and IMO guidelines must first be
developed and environmental performance proven.
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VOIUINE 2 — sulphur pro ofs

RBIIticS & ne‘x‘rﬁggs

SOFOECISIon with EP" & Council.

mg amendments adopted in June 2003:

her than Commission proposal, eg 0.5% S fuel in
A and for ferries, 0.2% S fuel in territorial seas

Afﬂ SSIOn accepted some EP amendments (not 0.5%)

- tmcn pregress has been slow under Greek & Italian

-'j Pre3|denC|es but better prospects under Irish & Dutch
s Ecenemic / environmental / political concerns are
different in different EU countries

® [iming still not clear. Early 2005? Deadlines negotiable...

e Political changes - accession of 10 new MS in May; EP
elections in June; new Commission appointed in Nov
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iErEL; US & Canada all have similar concerns
ZIEIShIp emISsions, In port and at sea. Working
'zogegtvﬁ there are opportunities to:

> p_r1 55 MO fior tighter global emissions standards
eNnstitutional knowledge — studies,

”’A

c= _;_—)_'-

=—C ensultatlons political considerations

“& share best practice in national / port policies eg
~ SECAs & market-based approaches

®' share Industry best practice in emissions control
research, design, & operation
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=0 mr -e Infermation, including links to
& ihierCommission proposals,

Councn & Parliament documents,

- = consultation proceedings,
_*_____._j__ = background studies,

f"'f_ = see our website:
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- hﬁttp://WWW.europa.eu.int/comm/environment/air/transport.htm#3

Or contact me at env-ships@cec.eu.int
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