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Union submission to the 82nd session of the International Maritime Organization's Marine
Environment Protection Committee on a possible way forward on the review of the CII

PURPOSE

This Staff Working Document contains a draft Union submission to the 82nd session of the
International Maritime Organization's Marine Environment Protection Committee (MEPC 82). The
IMO has indicatively scheduled MEPC 82 from 30 September to 4 October 2024.

provides reflections and recommendations to facilitate the review of the Short-Term Measures (STM)
and particularly the Carbon Intensity Indicator (CII) framework. A possible two-step approach for the
review and revision of the STM framework is recommended. Actions to assess the effectiveness and
the need for revising the CII framework are provided as well as guiding principles for the inclusion of
correction factors, voyage adjustments and modification of metrics.

EU COMPETENCE

Regulation (EU) 2015/757 on the monitoring, reporting and verification of carbon dioxide emissions
from maritime transport, and amending Directive 2009/16/EC! establishes the legal framework for an
EU system to monitor, report and verify GHG emissions and energy efficiency from shipping (MRV
Regulation). The regulation aims to deliver robust and verifiable GHG emissions data, inform policy
makers and stimulate the market uptake of energy efficient technologies and behaviours. It does so by
addressing market barriers such as the lack of information.

The EU Climate Law? sets a binding Union climate target of a reduction of net greenhouse gas
emissions—emissions after deduction of removals—by at least 55% by 2030 compared to 1990. It
also includes the aim of climate neutrality by 2050 and an aspirational goal for net negative emissions
after this time.

Based on the Commission’s proposals of the Fit for 55 package to reduce GHG emissions, the EU
legislators adopted the following legal acts specifically targeting GHG emissions from the shipping
sector:

e the revision of the EU Emission Trading System (ETS) Directive (EU) 2023/9593 to extend
the EU ETS to the maritime transport sector to apply as of 1 January 2024, (together with the
necessary amendments to the EU MRV Regulation,” to revise monitoring and reporting rules,
also through the revision of the relevant implementing and delegated acts).

e Regulation (EU) 2023/1805° (FuelEU Maritime Regulation) focuses on the use of renewable
and low-carbon fuels in the maritime sector and mandates the uptake thereof by ships calling
at EU ports to apply as of 1 January 2025.

'OJ L 123,19.5.2015, p. 55.

2 Regulation (EU) 2021/1119 of the European Parliament and of the Council of 30 June 2021 establishing the
framework for achieving climate neutrality and amending Regulations (EC) No 401/2009 and (EU) 2018/1999
(‘European Climate Law’); OJ L 243, 9.7.2021, p. 1-17

3 Directive (EU) 2023/959 of the European Parliament and of the Council of 10 May 2023 amending Directive
2003/87/EC establishing a system for greenhouse gas emission allowance trading within the Union and
Decision (EU) 2015/1814 concerning the establishment and operation of a market stability reserve for the
Union greenhouse gas emission trading system, OJ L 130, 16.5.2023, p. 134-202

4 Regulation (EU) 2023/957 of the European Parliament and of the Council of 10 May 2023 amending
Regulation (EU) 2015/757 in order to provide for the inclusion of maritime transport activities in the EU
Emissions Trading System and for the monitoring, reporting and verification of emissions of additional
greenhouse gases and emissions from additional ship types , OJ L 130, 16.5.2023, p. 105-114

5 Regulation (EU) 2023/1805 of the European Parliament and of the Council of 13 September 2023 on the use
of renewable and low-carbon fuels in maritime transport, and amending Directive 2009/16/EC, OJ L 234,
22.9.2023, p. 48-100



Compliance with the new obligations stemming from the extension of the EU ETS to maritime
transport and the FuelEU Maritime Regulation will build on the monitoring, reporting, and
verification system established by the EU MRV Regulation.

These EU acts are in turn strongly linked with the IMO measures on GHG such as the IMO Data
Collection System, the Energy Efficiency Existing Ship Index (EEXI), and the Carbon Intensity
Indicator (CII) aiming to collect and publish information on the technical and operational energy
efficiency of ships on a per-ship basis.

Any IMO measure on GHG matters, which will require the monitoring, verification and reporting of
GHG emissions from shipping, could affect the EU MRV Regulation as well as the EU ETS Directive
and the FuelEU Maritime Regulation. Therefore, the EU has exclusive competence for GHG
emissions in shipping.

In light of all of the above, the present draft Union submission falls under EU exclusive competence,
pursuant to article 3(2) TFEU.® This Staff Working Document is presented to establish an EU position
on the matter and to transmit the document to the IMO prior to the required deadline of 26 July 2024.

® An EU position under Article 218(9) TFEU is to be established in due time should the IMO Marine
Environment Protection Committee eventually be called upon to adopt an act having legal effects as regards
the subject matter of the said draft Union submission. The concept of ‘acts having legal effects’ includes acts
that have legal effects by virtue of the rules of international law governing the body in question. It also
includes instruments that do not have a binding effect under international law, but that are ‘capable of
decisively influencing the content of the legislation adopted by the EU legislature’ (Case C-399/12 Germany v
Council (OIV), ECLI:EU:C:2014:2258, paragraphs 61-64). The present submission, however, does not
produce legal effects and thus the procedure for Article 218(9) TFEU is not applied.
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SUMMARY

Executive summary: This document provides reflections and recommendations to
facilitate the review of the Short-Term Measures and particularly
the Cll framework. A possible two-step approach for the review and
revision of the STM framework is recommended. Actions to assess
the effectiveness and the need for revising the CII framework are
provided as well as guiding principles for the inclusion of correction
factors, voyage adjustments and modification of metrics.
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Introduction

1 From 1 January 2023 ships falling under regulations 23 and 28 of MARPOL Annex VI
are required to calculate the attained EEXI, the annual operational CIl, and to assess the
associated rating. For the first time, by 31 March 2024, the attained CIl and the associated
rating had to be reported to the Administrations and by 30 June 2024 made available
through the DCS. For ships rated E a plan of corrective actions had to be submitted by 30
April 2024 to the Administration. Amendments to the DCS were adopted at MEPC 81 and
require reporting of fuel consumption per consumer types, while the ship is not under way,
the laden distance travelled (on a voluntary basis), the transport work and the amount of on-
shore power supplied (entry into force on 1/8/2025).

2 The operational Carbon Intensity Indicator (Cll) frameworks have been adopted at
MEPC 76 with the Energy Efficiency Existing Ship Index (EEXI). Together with their
accompanying guidelines, the Data Collection System (DCS) and the Ship Energy Efficiency
Management Plan (SEEMP), which is the main enforcement mechanism for the ClI, they are
considered as the main Short-Term Measures (STM). They are part of the Organization’s
commitment under the Initial Strategy on Reduction of Greenhouse Gas (GHG) emissions to



reduce carbon intensity from international maritime transport. The Strategy was revised at
MEPC 80 and the call to reduce CO,emissions per transport work by at least 40% by 2030,
compared to 2008, as an average across international shipping, was reiterated.

3 According to regulations 25 and 28 of MARPOL Annex VI, the Organization has to
conduct a review, before the 1%t of January 2026, of the effectiveness of those regulations in
reducing the carbon intensity of international shipping, taking into account the associated
guidelines. Further, the need for corrective actions or other means of remedy, the need for
enhanced enforcement mechanisms or enhanced DCS, and the need to revise the reduction
factors (Z factors) and reference values in year 2019 (ClIr values) shall be assessed. In
preparation of this review, MEPC 80 approved a review plan of the short-term GHG
reduction measure (MEPC 80/17/Add.1, Annex 13), which lays down the scope, timeline,
data sources and respective roles of the different stakeholders involved. According to the
review plan, a Data analysis stage will be carried out by the Working Group on Air Pollution
and Energy Efficiency at MEPC 82 to be continued in a Correspondence Group. A
Convention and Guidelines review stage will be carried out by an Intersessional Working
Group, to be organised between MEPC 82 and 83, and the WG APEE at MEPC 83.

4 This document aims to facilitate the review of the STM by providing reflections and
recommendations for the review of the CIl measure. In particular, a possible two-step
approach for the review and revision of the STM framework is suggested, including actions
to assess the effectiveness and the need for revising the Cll framework, as well as guiding
principles for the inclusion of correction factors, voyage adjustments and modification of
metrics.

Assessment of the effectiveness of the Cll in reducing carbon intensity

5 An effective Cll will reduce CO2-emissions per unit of transport work over time. on
an individual ship basis and on an average fleet basis. Hence, the efforts of the Committee
in the review process should focus on cautiously perfecting the mechanism of this instrument.
Although the reduction in carbon intensity can have an impact on total GHG emissions, but
rather indirect, limited and depending on other factors (e.g. fleet size), the reduction of total
GHG emissions should be the focus of the Mid-Term Measures (MTM).

Global level

6 One of the goals of the STM framework is to drive carbon intensity reductions to
attain the 2030 carbon intensity goal set in the Strategy, i.e. to reduce the CO; per transport
work by 40% by 2030, compared to 2008. The global reduction of carbon intensity per
transport work for international maritime transport can be assessed using DCS data and
other data sources for estimating the actual cargo transported. The comparison of the
carbon intensity in 2023 with the previous years and the reference year of 2008, will allow
the Organization to assess whether the trend towards lower carbon intensity is underway
and what extra reduction steps are necessary to meet the 2030 carbon intensity goal. The
co-sponsors are of the view that the Secretariat could carry out that analysis as soon as
possible, as done for 2022 data in MEPC 81/6/1.

Ship type level

7 The first year of Cll values reported to the DCS, will provide a picture of the general
trends of carbon intensity per ship type and distribution of ships across the various rating
labels. The review should also assess, by comparing 2019 data to 2022 and 2023 data, per
ship type, the effectiveness of the Cll measure to drive reductions of carbon intensity and
improved ratings. The impact of correction factors should also be assessed. It is to be noted
that the impact of the Cll measure on carbon intensity will be difficult to disentangle from that
of EEXI and other factors like economic or geopolitical influences. This analysis should be
carried out by the Secretariat using DCS data as in MEPC 81/6/1.



Segment and individual ship level

8 The assessment of the effectiveness of the Cll measure should also take place at
the level of individual ships or segments of ship type and assess the validity of trends
identified in submissions, identify what is functioning well and if there are inherent limitations
or inadequacies with the measure. Analysis of individual ships located at the extremes of the
spectrum can provide explanations on trends and reasons why ships perform better or worse
than the mean. Document MEPC 81/6/13 (RINA) for example reports preliminary results of
an analysis of the CIl. Positive feedback from the industry includes increased awareness of
energy efficiency within both operational/chartering and technical departments at ship
owners/operators and negative feedback ranged from small remarks to questioning the Cll in
its current form. The study also indicates that owners are starting to take into account life
cycle impact on the environment when buying new ships.

9 Other submissions and analysis reported for examplethat within a ship segment,
some ships could compare disadvantageously for reasons not in control of
Shipowners/Companies such as: the need to do more port calls, to have longer idle time
(port stay, waiting time at anchor, dry dock, ...), to carry heavier cargo, to have heated or
refrigerated cargo, to maintain a certain speed (to use boil-off, to respect a schedule,
because of perishable products,... ), to navigate in bad weather or sea conditions,
discrepancy in fuel consumption between steam driven vs engine driven LNG carriers,
inconsistencies in correction factors, need to have and use self-unloading equipment. Some
barriers to improve the Cll were mentioned such as the split incentive between owner and
charterers, the soft Cll enforcement mechanism, no financial incentive to decrease CIl, no
incentives for A and B ships to improve their carbon intensity.

Availability of data and robustness of information

10 When starting the assessment of the effectiveness and the need for modifications,
the Committee will have received data and analysis by Parties. However, information and
feedback provided on the operation of the Cll from various parties, although welcomed and
useful, will be based on different sources, sometimes proprietary, and with data validated in
different ways. Stakeholders representing certain interests may also be more active in
communicating specific needs than others, not necessarily proportional to the severity of an
issue compared to others. This will make the comparison of data difficult. The co-sponsors
are of the view that a rigorous assessment can only be based on a systematic and robust
analysis that accurately reflects an issue and that uses actual data and validated
information. The review should consider potential limitations and biases of previous input
and submissions when assessing the need for revising the CIl measure. If relevant, the
review should plan for the collection of data in order to conduct a later review to address
specific issues.

11 A limitation of this exercise is that there is only one year of experience with the ClI
and Administrations and Companies might encounter initial issues relating to its
implementation. The need for a period of adaptation should be taken into account while
assessing the results. Furthermore, it also means that there will only be one year of Cll and
ratings available. In order to assess the effectiveness of the CII, at least two years of
implementation should be considered. Two years of data could indicate movement between
Cll ratings within the different ship segments and if improvement plans and corrective
actions have had any impact.

Suggested review process
12 In order to assess the effectiveness of the CIl measure, it is the view of the co-
sponsors that the review process should:

.1 Assess the decrease in carbon intensity of international maritime transport,



.2 Assess the decrease of carbon intensity for the different ship types and
distribution of Cll ratings,
.3 Assess the impact of correction factors and voyage adjustments,
.4 Identify and analyse the validity of deviating trends for concerned ship segments,
.5 Identify limitations for certain ship segments to decrease their Cll and improve
their rating, including barriers.
While taking into account the limitations identified in paragraphs 10 and 11 this assessment
should form the basis for evaluating the need to revise the Cll framework.

Assessment of the need to revise the Cll framework

13 Following the assessment of the effectiveness of the ClI, the Organization will have a
better understanding on whether and how the CII contributes to decreasing carbon intensity
and whether there are limitations to address. The Organization will then assess the need to
revise the CIl framework as foreseen in Reg. 28 .

14 MEPC 76 adopted the 20271 Guidelines on the operational carbon intensity
reduction factors relative to reference lines (Cll reduction factors guidelines, G3) which
provided reduction factors (Z) up to 2026. MEPC 76 furthermore agreed to keep these
Guidelines under review in light of experience gained with their implementation and in light of
the review of Cll regulations and that annual reduction rates for the period 2027-2030 should
be further strengthened and developed taking into account the review. The co-sponsors are
of the view that defining those reduction factors should be a priority for the review and that
reduction factors after 2026 have to be consistent with the goals of the revised GHG
Strategy, so that the level of ambition of the Cll remains aligned to the Strategy.

15 During earlier discussions and submissions, stakeholders introduced very different
ideas to revise the CII, ranging from minor modifications to major ones. The following
examples were noted: introduce or delete correction factors, revise the reference lines to
include correction factors, revise of the LNG reference line, exclude segments with very few
ships, modify the metric, use different metrics for different ship types, use real cargo (instead
of DWT), introduce Well-to-Wake accounting of CO2 emissions (instead of Tank to Wake),
extend the CII to all GHG (not only CO), include energy consumption instead of carbon
emission one, take into account only the fuel used for the transport work and not for other
purposes (i.e. not take into account the consumption of non-propulsion fuels), include a fleet
based approach for carbon intensity, increase the ambition of the reduction factor, make the
enforcement more stringent, ... (MEPC 81/6/13)

16 In general, before making any revision to the instrument, the review process must
have clearly assessed and identified a problem, limitation or barrier, based on a robust
analysis and defined the magnitude of its impact. The review must then assess whether a
proposed revision really solves the problem, without introducing new ones. The co-sponsors
warn that conclusions based on only one year of data could lead to over-adjustments to the
measures. Before making major adjustments to the instrument, the co-sponsors are of the
view that there will be a need for well substantiated proposals and in-depth consideration of
the implications. That will need a longer review period. An example of an adjustment that
might improve the instrument, but also drastically adjust it, is the introduction of separate
reporting of emissions in port and emissions while underway. Another example is to replace
the transport work proxy (DWT/GT) in the attained CII with actual transport work, in order to
incentivise voyages with high fill rates or to exclude ballast voyages. Otherwise, it is brought
to the Committee’s attention that adjusting the instrument could impact its scope and
metrics, and render difficult, if not impossible, year on year comparison and progress
assessment to meet the goals of the Strategy.

17 Concerning the consideration of correction factors, when developing the G5
guidelines, MEPC 76 instructed the correspondence group to use the assessment criteria

6



provided in MEPC 76/7/23 as a guidance. The co-sponsors believe that the same criteria
should be used if considering any additional correction factors. Those criteria are: Policy
justification, Accuracy, Applicability, and Capacity to assess their effects. Any additional
correction factor submitted to the attention of the Committee shall noticeably clearly identify
the specific issues it aims to address and provide appropriate evidence of its effectiveness
and applicability (limited administrative burden and controllability). The impact of the
proposed correction factor on the overall ambition of the measure Cll should be quantified
and accompanied by a proposal to compensate the increase in carbon intensity, to ensure
that the overall ambition of the CIl measure is maintained (e.g. an increase in reduction
factor, or revision of the reference line/ Cllr values). The proposal should be based on data
reported under the DCS. Where DCS data is not available, any submitted data for
consideration (not estimates) shall meet equivalent or high standards in terms of data quality,
comparability and integrity, including third party verification.

18 To facilitate the conduct of the review, guiding principles for the consideration of
modifications to the Cll measure are developed in annex I.

19 The adoption of Mid-Term Measures (MTM) in 2025 and their entry into force in
2027, will come in addition to the existing measures (CIl, EEXI and Energy Efficiency Design
Index) and further support the attainment of the Strategy goals. When considering proposals
to significantly modify the CIl framework, it is therefore necessary to also look at the
relationship with the MTM. Measures should reinforce each other and not give conflicting
signals. Once the MTM are adopted, it should be assessed if the STM measures and EEDI
will need to be revised and the role of the CllI after 2030.

Proposed way forward for the revision

20 Based on proposed amendments to the Cll, we choose to classify adjustments as
Minor or Major for the review process. Minor adjustments should be understood as
correcting manifest errors and considering the effectiveness of some the correction factors,
while keeping the addition of new ones to the strict minimum. Major adjustments imply a
substantial overhaul of the system, which would bring a change in the metric itself, for
instance by splitting the indicator into an in-port and an underway component or moving to
an energy-based one. In addition to the adjustments, the Organization must consider as a
priority the adoption of reduction factors for the period 2027-2030, before 1/1/2026, which is
needed to ensure the continuity of the instrument.

21 From the previous paragraphs it follows that it would be extremely challenging to
design and approve major adjustments to the CIl within the timeline set in Regulations 25
and 28 of MARPOL Annex VI (i.e. before 1t January 2026). Drawing conclusions already in
2025 , with only one year of data available could lead to misjudgements. Major adjustments
will need to follow a thorough data analysis and be planned carefully, to avoid causing
disturbances in the shipping sector. The Organization may want to take sufficient time to
consider these consequences. Furthermore, the Organization might want to take into
account the outcome of the MTM negotiations before taking such a decision.

22 The co-sponsors are therefore of the view that the Committee should consider a
two-step approach, which could consist in a first step aiming to agree on reduction factors for
the years 2027-2030, as well as potentially minor modifications to CIl (to be completed
before 1%t January 2026), and of a second step to assess major modifications starting in
2026, taking into consideration the MTM adopted, 3 years of CllI reporting, the continuity of
the measure after 2030 and path towards the 2030 objectives of the IMO GHG Strategy.

23 The co-sponsors consider that the Committee should:



- Decide on the scope of the review before launching its second stage. The review
should at least include the addition of the reduction factors toward 2030, but
could also include minor adjustments as identified in paragraph 20.

- Take into account the guiding principles specified in annex when considering
modifications to the CIl measure.

- Include the following actions when developing TOR for the CG:

o Produce an assessment of the effectiveness of the CII, as detailed in
paragraph 12;

o Assess the need to revise the Cll framework taking into account paragraphs
16 to 19, and identify the most relevant issues to be addressed;

o ldentify proposals/submissions to be considered for adjusting the ClII
framework.

- Include the following actions when developing TOR for the ISWG:

o Consider relevant additional data and proposals submitted to ISWG.

Identify instruments to be revised with associated a timeline.

Define reduction factor for 2027-2030.

If relevant, draft amendments to MARPOL and to guidelines.

Identify data gaps related to prioritised issues and plan for the collection of

needed data to conduct Step 2

o ldentity elements and timeline for the second step of the review.

O
@)
@)
O

Actions requested by the Committee

24 The Committee is invited to consider the proposal in paragraph 23 and the annex
and take action as appropriate.

* % %

ANNEX I - Guiding principles for the revision of the STM framework
The review process should take into account the following guiding principles:

1. The definition of Cll reduction factors shall be consistent with the objectives of the
revised GHG Strategy, so that the level of ambition of Cll should be in line with it and
not result into a lowering of the overall level of ambition set in the Strategy.

2. Any additional correction factor, voyage adjustments or modifications submitted
to the attention of the group shall clearly identify the specific issues it aims to address
and provide appropriate evidence of its effectiveness taking into account the criteria
from document MEPC 76/7/23 (as detailed in paragraph 17). The impact of the
proposed correction factor/modification on the overall ambition of the measure (ClI)
shall be quantified and accompanied by an equivalent compensation measure to
ensure that the overall ambition of the measure (CII) is maintained.

3. The assessment of the impact of correction factors, voyage adjustments or
modifications shall be based on data collected under the DCS. Where DCS data is
not available, any submitted data for consideration shall meet equivalent or higher
standards in terms of data quality and integrity, including third party verification.

4. Any revision of the measure shall not result in conflicting requirements for ships.
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