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EUETS

A short introduction ¥ b ¥ ,
!
= A mandatory ‘cap and trade’ system applying to

greenhouse gas (GHG) emissions within the EU ¥ ¥
= Participants must annually acquire and surrender : : DEAL } [ ‘

= European Union Emissions Trading System

‘emissions allowances’ (EUAs) representing the
quantity of their emitted GHGs

= Emissions from maritime transport included from 1 ‘ * ¥ '

January 2024 — Allowed phase-in period for the
surrender of EUAs: - & \

= For 2024, 40% of verified regulated GHG emissions;
= For 2025, 70% of verified regulated GHG emissions;
and ‘
y .

= For 2026 onwards, 100% of verified regulated GHG
emissions
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EUETS

A short introduction

= Applies to ships 5,000 GT — Aligned with the EU MRV
Regulation

= Certain vessels are exempted e.qg., fishing vessels

= Until 31 December 2030, ice-class vessels may surrender
5% fewer EUAs

= Commercial voyages will be regulated as follows:

= 100% of a vessel’'s emissions from voyages between two EU
ports of call;

= 100% of a vessel's emissions during a port of call; and

= 50% of emissions from an EU port of call to a non-EU port of
call, or vice versa

= The EU ETS will initially apply to carbon dioxide (CO2)
emissions only

= From 1 January 2026 methane (CH4) and nitrous oxide
(N20) will also be included

= Therefore, from 2024 CH4 and N20 emissions also to be
reported in accordance with the MRV Regulation
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PUBLIC

Solutions for Solutions for
@ EU ETS & é— Trading EUAs = EU ETS Registry @ Shipping Companies @ Shipping Companies
Shipping Overview - & EUA Market £z Accounts with an Active without an Active

Registry Account Registry Account

EU Emission Trading System (ETS)

Established in 2005
Currently approx. 12,000
installations involved

Fines for non-
compliance

Market Participants include
Compliance entities i.e
those with highly emitting

Cap and Trade Scheme
1.6 billion EUAs are
currently issued annually

Emissions reconciled annually
Annual compliance deadline for
EUA submission is in September

1 EUA represents
1 tonne of carbon

Can only use EUAs to comply by EU for the previous year installations, Financial
with EU ETS Institutions, Trading firms
Shipping & EU ETS
A 0 —
o F—N E: L5

HFO 3.114 tonnes CO2/tonne of fuel
LFO 3.151 tonnes CO2/tonne of fuel
MGO 3.206 tonnes CO2/tonne of fuel

Verified Emissions:
100% of total intra-EU emissions
50% of total inter-EU emissions
Laden & Ballast voyages

Phase in Approach
2024 40% of Verified Emissions
2025 70% of Verified Emissions
2026 100% of Verified Emissions

1st compliance submission
will be September 2025

Registered owner is the

Over 5,000 GT default liable entity

Source: EU
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Key Themes

oy EUETS &
Shipping Overview

é— Trading EUAs
& EUA Market

Primary Market via EU Auctions

These happen almost daily and are run by individual member states.
Auctions are open to liable entities under EU ETS.

There are minimum bid and volume requirements which vary across

member states

Solutions for Solutions for
= EU ETS Registry @ ﬁ Shipping Companies @ ﬁ Shipping Companies
£z Accounts with an Active without an Active

Registry Account

Secondary Market via

1.

Over The Counter (OTC)
Direct trading with an established counterparty — this could be a

Financial Institution, a trading firm or a liable entity under EU ETS.

Dealing terms are agreed directly including:

» Price — this could be spot or forward price
*  Volume — no fixed size

» Settlement Terms

e Delivery Terms

O el

December 2024.

EUA Market
. 100
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Source: EU, Bloomberg

2019

2020

2021

2022

2023

1 lot is equal to 1,000 tonnes of CO2
EUAs are regulated and traded like most other commodities.

Registry Account

2. Exchangesi.e ICE, EEX

Need to set up an account with the exchange and
abide by their rules, regulations, fixed expiry and
delivery dates and minimum lot size.

For example, for ICE the minimum lot size is 1 lot i.e
1,000 EUAs

The most liquid EUA contract is the front December contract i.e currently it will be

Swaps, options, structured products are all available within EUA market

wmn
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Key Themes

8

Solutions for Solutions for
@ EU ETS & é— Trading EUAs EU ETS Registry @ Shipping Companies @ Shipping Companies
Shipping Overview — & EUA Market Accounts with an Active without an Active

1. Trading Account

Can be opened by entities who need to comply with EU ETS
Can be opened by entities who do not need to comply with EU ETS
Difficult to open without an EU presence

EUAs are easily transferable into and out of Trading Accounts

Registry Account Registry Account

2. Operator Holding Account

This is the account from where EUAs are surrendered to the EU

Must be opened by entities who need to comply with EU ETS

Cannot be opened by entities who do not need to comply with EU ETS
EUAs are not as easily transferable into and out of OHAs

Aviation and Maritime have dedicated OHAs

NB. It is possible to open both an Operator Holding Account and a Trading Account, they do not have to be opened in the same member state

Maritime Operator Holding Account (M)OHA — Must be opened by every liable entity under EU ETS for Shipping

Who is the liable entity?

The Registered Shipowner is the default liable entity
This liability can be transferred to DOC holder with the correct documentation.

How to open a (M)OHA?

The account will be opened with an individual EU member state

Which member state will the M(OHA) be opened in? If Shipping Company has:

An EU presence, then this shall be their member state

No EU presence, then member state shall be determined by: The member state where the shipping company has had the
greatest number of port calls over the last four years

No EU presence and has no port calls in the last four years, then member state shall be determined by: The first port of call in EU

Source: EU

When to open M(OHA)

On 18t February 2024 the EU released a list of the 2,245 Shipping Companies that had called at an EU port in
2024 with their assigned member state

These companies have 40 days to submit the opening documents to their member state

The member state then has 40 days to open, or reject, the M(OHA)

For those companies not on the list they can start this process only after their first port of call in EU
These companies have 65 days to submit the opening documents to their assigned member state
The member state then has 40 days to open, or reject, the M(OHA)
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Key Themes
Solutions for Solutions for
@ EU ETS & é&— Trading EUAs EU ETS Registry @ Shipping Companies @ Shipping Companies
Shipping Overview & EUA Market Accounts with an Active without an Active
Registry Account ‘ Registry Account
@ cooeeeetnttnttettenenionesteteotereeenestestettesteeteetnesneteeteneeenestoseeseeeeteetestestestesseesnesneseetereeenesteteeseteeestesteetesteesnesnesneteetereeienesteteesesteseeeetestetetteetretresteteeteteeionestettesesterststrstrstrstnns v ................................................................................................ °
Spot Forward

Forward Contract Agreed between
Counterparties at EUA Forward Price

Seller 4----------------- | 2 Buyer

Buyer settles Cash on Trade Date
+3 months (for example)

Spot Contract Agreed between
Counterparties at EUA Spot Price

Scllerl € -----—-——"---"------—- | 2 Buyer

Buyer settles Cash on Trade Date
+2 Business Days

&
<«

&
<«

>
»
Seller Credits EUA into Buyers Registry
Account on Trade Date +3 months (for example)

v

Seller Credits EUA into Buyers Registry
Account on Trade Date +2 Business Days

It is possible to have EUAs transferred to a related third party, subject to sanctions checks and valid economic rationale.
For example, if the buyer is dealing and contracting the trade from their non-European incorporated legal entity; however, their registry account is housed with a related party European incorporated entity, the purchased EUAs may be transferred into the
registry account of the related entity instead
Current trend is to buy EUAs on a voyage-by-voyage spot basis.
Some owners are requesting for charterers to purchase EUAs and transfer directly into owners EU registry account.
Other owners are agreeing an EUA price and charterers pay for the exposure in cash whilst owners purchase EUAs.

Generally EUAs need to be dealt with under an ISDA with additional Emissions Annex
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Key Themes

Solutions for Solutions for
@ EU ETS & é&— Trading EUAs = EU ETS Registry @ Shipping Companies @ Shipping Companies
Shipping Overview - & EUA Market =]  Accounts with an Active without an Active
Registry Account Registry Account
@ cvoeereenetnetetienentoneeneteesetereeeetestnetestesteosnosteseterseeneetestesteseessessnesneseeteeseeneenostoseoseseeetestesteetessessnesnesteteoteeeenetestesteseeeeeesnesnesestereeenesteteestseseststeeseetesseeenesteteetesteieeeetestetttteteetresnettetesteienienettettsteiteetsetrstestestrserssrestetessererns v ................... °
Spot with Deferred Delivery Forward

Contract Agreed between
Counterparties at EUA Spot Price

GCICIN & — —— - ———— - - —i——i—— | 2 Buyer
Buyer settles Cash on Trade Date

<:> +2 Business Days <:>
d
- |-
»

Seller Credits EUA into Buyers Registry
Account on Trade Date + 3 months (for example)

Forward Contract Agreed between
Counterparties at EUA Forward Price

Seller #---------—-——-—-——-—-—--- | 2 Buyer
Buyer settles Cash on Trade Date

+3 months (for example)
<
>

Seller Credits EUA into Buyers Registry
Account on Trade Date +3 months (for example)

Current trend is to buy EUAs on a voyage-by-voyage spot basis.
Some owners are requesting for charterers to purchase EUAs and transfer directly into owners EU registry account.
Other owners are agreeing an EUA price and charterers pay for the exposure in cash whilst owners purchase EUAs.

Generally EUAs need to be dealt with under an ISDA with additional Emissions Annex
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Disclaimer 1/2

This communication has been prepared by Standard Chartered Bank. Standard Chartered Bank is incorporated in England with limited liability by Royal Charter 1853 Reference Number ZC18. The Principal Office of the
Company is situated in England at 1 Basinghall Avenue, London, EC2V 5DD. Standard Chartered Bank is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and Prudential
Regulation Authority.

Banking activities may be carried out internationally by different Standard Chartered Bank branches, subsidiaries and its affiliates (collectively “SCB”) according to local regulatory requirements. With respect to any
jurisdiction in which there is an SCB entity, this document is distributed in such jurisdiction by, and is attributable to, such local SCB entity. Recipients in any jurisdiction would contact the local SCB entity in relation to any
matters arising from, or in connection with, this document. Not all products and services are provided by all SCB entities.

This material is provided for general information purposes only and does not constitute either an offer to sell or the solicitation of an offer to buy any security or any financial instrument or enter into any transaction or
recommendation to acquire or dispose of any investment.

The information contained herein does not purport to identify or suggest all the risks (direct or indirect) that may be associated with conducting business.
This communication is prepared by personnel from SCB’s Sales and/or Trading Desks. It is not research material and is not a product of SCB’s Research.

Any views expressed may differ from those of SCB’s Research. This material has been produced for reference and is not independent research or a research recommendation and should therefore not be relied upon as
such. The material has not been prepared in accordance with legal requirements designed to promote the independence of investment research. This material is not subject to any regulatory prohibition on dealing ahead of
the dissemination of investment research.

This material is provided on a confidential basis and may not be reproduced, redistributed or transmitted, whole or in part, without the prior written consent of SCB.

This communication is not independent of SCB’s own trading strategies or positions. Therefore, it is possible, and you should assume, that SCB has a material interest in one or more of the financial instruments mentioned
herein. If specific companies are mentioned in this communication, please note that SCB may at times seek to do business with the companies covered in this communication; hold a position in, or have economic exposure
to, such companies; and/or invest in the financial products issued by these companies. This communication may be a marketing communication as referenced in the Market in Financial Instruments Directive 2014/54/EU.

SCB may be involved in activities such as dealing in, holding, acting as market makers or performing financial or advisory services in relation to any of the products referred to in this communication. The Sales and Trading
personnel who prepared this material may be compensated in part based on trading activity. Accordingly, SCB may have a conflict of interest that could affect the objectivity of this communication.

This communication should not be construed as a recommendation (except to the extent it is an “investment recommendation” under MAR (as defined below)) for the purchase or sales of any security or financial
instrument, or to enter into a transaction involving any instrument or trading strategy, or as an official confirmation or official valuation of any transaction mentioned herein.

The information provided is not intended to be used as a general guide to investing and does not constitute investment advice or as a source of any specific investment recommendations as it has not been prepared with
regard to the specific investment objectives or financial situation of any particular person.

SCB does not provide, and has not provided, any investment advice or personal recommendation to you in relation to the transaction and/or any related securities described herein and is not responsible for providing or
arranging for the provision of any general financial, strategic or specialist advice, including legal, regulatory, accounting, model auditing or taxation advice or services or any other services in relation to the transaction
and/or any related securities described herein. The particular tax treatment of a service or transaction depends on the individual circumstances of each client and may be subject to change in the future. Accounting laws,
rules, regulations, standards and other guidelines may differ in different countries and/or may change at any time without notice. SCB may not have the necessary licenses to provide services or offer products in all
countries or such provision of services or offering of products may be subject to the regulatory requirements of each jurisdiction and you should check with your advisors before proceeding. Accordingly SCB is under no
obligation to, and shall not determine the suitability for you of the transaction described herein.

You must ensure that you have sufficient knowledge, experience, sophistication and/or professional advice to make your own evaluation of the merits and risks of entering into such transaction. You are advised to make
your own independent judgment (with the advice of your professional advisers as necessary) with respect to the risks and consequences of any matter contained herein.

While reasonable care has been taken in preparing this document, SCB expressly disclaims any liability and responsibility for any damage or loss you may suffer from your use of or reliance of the information contained
herein. Any past or simulated past performance including back-testing, modelling or scenario analysis contained herein is not an indication of future performance or results. Changes in rates of exchange may have an
adverse effect on the value of investments. No representation is made as to the accuracy of the assumptions made within, or completeness of, any modelling, scenario analysis or back-testing.
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Disclaimer 2/2

Predictions, projections or forecasts contained herein are not necessarily indicative of actual future events and are subject to change without notice. You are cautioned not to place undue reliance on such statements.
While all reasonable care has been taken in preparing this communication, SCB makes no representation or warranty as to its accuracy or completeness.

Any opinions or views of third parties expressed in this material are those of the third parties identified, and not of SCB. Some of the information appearing herein may have been obtained from public sources and while
SCB believes such information to be reliable, it has not been independently verified by SCB.

All opinions and estimates are given as of the date of the relevant document and are subject to change without notice. The value of any investment may also fluctuate as a result of market changes. SCB is not obliged to
inform the recipients of this communication of any change to such opinions or estimates.

Where this material is an “investment recommendation” as defined in Article 3(1)(35) of the EU Market Abuse Regulation (“EU MAR”) and as it forms part of UK law by virtue of the European Union (Withdrawal) Act 2018
(UK MAR), distribution of this material is subject to the relevant provisions of UK and EU MAR. For more information, please consult the MAR disclosures page available at www.sc.com.

UK: This communication is not directed at Retail Clients as defined in 3.4.1R of the Conduct of Business Sourcebook in the Financial Conduct Authority Handbook.
Europe: This comunication is not directed at Retail Clients in the European Economic Area as defined by Directive 2014/65/EU.

United States: Except for any documents relating to foreign exchange, rates or commodities, distribution of this document in the United States or to US persons is intended to be solely to major institutional investors as
defined in Rule 15a-6(a)(2) under the US Securities Act of 1934. All US persons that receive this document by their acceptance thereof represent and agree that they are a major institutional investor and understand the
risks involved in executing transactions in securities. Any US recipient of this document wanting additional information or to effect any transaction in any security or financial instrument mentioned herein, must do so by
contacting a registered representative of Standard Chartered Securities (North America) LLC., 1095 Avenue of the Americas, New York, N.Y. 10036, US, Tel +1 212 667 0700. WE DO NOT OFFER OR SELL
SECURITIES TO U.S. PERSONS UNLESS EITHER (A) THOSE SECURITIES ARE REGISTERED FOR SALE WITH THE U.S. SECURITIES AND EXCHANGE COMMISSION AND WITH ALL APPROPRIATE U.S.
STATE AUTHORITIES; OR (B) THE SECURITIES OR THE SPECIFIC TRANSACTION QUALIFY FOR AN EXEMPTION UNDER THE U.S. FEDERAL AND STATE SECURITIES LAWS NOR DO WE OFFER OR SELL
SECURITIES TO U.S. PERSONS UNLESS (I) WE, OUR AFFILIATED COMPANY AND THE APPROPRIATE PERSONNEL ARE PROPERLY REGISTERED OR LICENSED TO CONDUCT BUSINESS; OR (ll) WE, OUR
AFFILIATED COMPANY AND THE APPROPRIATE PERSONNEL QUALIFY FOR EXEMPTIONS UNDER APPLICABLE U.S. FEDERAL AND STATE LAWS.

Middle East: This document is available in Arabic upon request.
lbllaie 435501 o3 (e T yall den i wSas 5 o shias Wiy alells o S s

SCB DIFC: This communication is issued by Standard Chartered Bank, Dubai International Financial Centre Branch (“SCB DIFC”). SCB DIFC having its offices at Dubai International Financial Centre, Building 1, Gate
Precinct, P.O. Box 999, Dubai, UAE is authorised by the Dubai Financial Services Authority (“DFSA”). This document is intended for use only by Professional Clients, as defined by the DFSA Rulebook.

SCB ADGM: This communication is issued by SCB, Abu Dhabi Global Market Branch (“SCB ADGM”). SCB ADGM having its offices at Unit 5, floor 7, Al Khatem Tower, ADGM, Al Maryah Island, Abu Dhabi, UAE is a
branch of Standard Chartered Bank and is regulated by the Financial Services Regulatory Authority (“FSRA”). This document is intended for use only by Professional Clients or Market Counterparties and is not directed at
Retail Clients as defined by the ADGM Rulebook.

For SCB DIFC Islamic business: For Islamic banking business, SCB DIFC act under the supervision of the banks Shariah Supervisory Committee. Relevant information on the Shari’a Supervisory Committee is available on
the Standard Chartered Bank website in the Islamic banking section.

For SCB UAE Islamic business: Please refer to our SCB UAE Islamic Banking page.

For SCB UAE Securities Services: This communication is issued by Standard Chartered Bank, United Arab Emirates (“SCB UAE”). SCB UAE having its offices at Downtown Dubai, P.O. Box 999, Dubai, UAE is authorised
by the Securities and Commodity Authority (“SCA”) and subject to SCA’s regulation, supervision, and control. SCB UAE holds a license to practice the activity of custody and fund administration.

© 2022 Copyright Standard Chartered Bank and its affiliates. All rights reserved. All copyrights subsisting and arising out of these materials belong to Standard Chartered Bank and may not be reproduced, distributed,
amended, modified, adapted, transmitted in any form, or translated in any way without the prior written consent of Standard Chartered Bank.
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EU ETS AND SHIPPING
}'74/ GETTING TO GRIPS WITH THE EU ETS

SANCTIONS AND

RESPONSIBILITY UNDER THE EU ETS FOR SHIPPING PENALTIES

For Compliance For Costs liability GENERAL EU ETS /

FINANCIAL
REGULATORY ISSUES

(i.e. EUA surrender + (i.e. for payment for
monitoring/reporting) EUA cost)




COMPLIANCE RESPONSIBILITY

"L/ﬁ’l/ WHO IS THE SHIPPING COMPANY?

« “Shipping Company” solely responsible for compliance — EU ETS and MRV

 Key gateway issue / decision - Article 3(w):

"the shipowner or any other organisation or person, such as the manager or the bareboat
charterer, that has assumed the responsibility for the operation of the ship from the shipowner and
that, on assuming such responsibility, has agreed to take over all the duties and responsibilities
imposed by the International Management Code for the Safe Operation of Ships and for Pollution

Prevention set out in Annex | to Regulation (EC) No 336/2006....."

“Shipping company”: shipowners or technical managers / bareboat charterers (“ISM Company”)

« Key role of EU Commission (Article 3gf EU ETS Directive):
— Implementing Regulation 2023/2599 - act “fo establish detailed rules relating to the
administration of shipping companies”
— Implementing Decision 2024/411 — “list of Shipping Companies” and “specifying administering
authority for each shipping company”




COMPLIANCE RESPONSIBILITY
ﬁ/l/ RULES FOR ADMINISTRATION OF SHIPPING COMPANIES

- Official Journal EN
of the European Union L series

2023/2599 23.11.2023

COMMISSION IMPLEMENTING REGULATION (EU) 2023[ 2599
of 22 November 2023

laying down rules for the application of Directive 2003/87 [EC of the European Parliament and of the
Council as regards the administration of shipping companies by administering authorities in respect
of a shipping company

(Text with EEA relevance)

Source: EU Parliament
Default compliance entity as shipowner (undefined) — registered owner?

Possible to pass on compliance responsibility via Document Mandate
(between shipowner and ISM Company)

Uncertainty remains over the nature of / parties to Document Mandate

chupent Mandate submitted to the relevant Administering Authority (AA) — Article 3gf EU ETS
irective




Decision Tree Matrix for Attribution of AA for a Shipping Company

(Art 3gf, EU ETS Directive: Arts 3, 4 and 5 of Implementing Reg. (EU) 2023 /2599)

COMPLIANCE RESPONSIBILITY
ATTRIBUTION OF ADMINISTERING AUTHORITY

Where Information is Taken From

Shipping
company’s
country of
egistratior

NO

AA = that MS

‘Country of Registration’ as
recorded in THETIS-MRV

Any EU port
calls in last 4
monitoring

NO

First voyage
started and

endedin 2

NO |

Al = MS where
the shipping
company started
its first voyage

Any M
with the
most no. of
port calls?

NO (i.e. 22 states
with equal no.)

AL = MS where
the shipping
company has its
first port call

Ad = MS where
the shipping
company has

started or ended
its first voyage

AA = MS with the
greatest estimated
no. of port calls

YES

Legend
AA = Administering Authority
MS = EU Member State

Port call data based on SafeSeaNet
or if insufficient, EC can use AlS
data

Initial list of shipping companies
(Implementing Decision (EU) 2024/411)

Based on:

1. Algorithm using the decision tree
2. Data® available as at 20 Nov 2023
3. Algorithm applied on 20 Nov 2023
4,  All entities that had a company

account with at least one ship in
THETIS-MRBW.

*Data based on persons reporting under MRV
Regulations (Regulation (EU) 2015/757) (i.e. pre-
definition alignment between EU ETS definition of
‘shipping company”’ and definition of ‘company’ under
MRV regulations)

Does this apply to
Shipping Companies
on the List only?




COMPLIANCE RESPONSIBILITY
}'74/ SHIPPING COMPANY LIST

2024/411 31.1.2024

COMMISSION IMPLEMENTING DECISION (EU) 2024/411
of 30 January 2024

on the list of shipping companies specifving the administering authority in respect of a shipping company in accordance with
Directive 2003/87/EC of the European Parliament and of the Council

(Text with EEA relevance)

Source: EU Parliament

« Entities (and AAs) listed: where submitted emissions data in THETIS MRV, predominantly ship managers

« Shipping Company List — no changes until re-issued on a 2-year (Member State registered entity) and 4-year (non-
Member State registered entity) basis.

« Delegated Regulation 2019/1122 (“Registry Regulation”) - time started ticking to apply for MOHA:
— Shipping Company on List — apply within 40 working days of publication of List (i.e 26 March)
— Shipping Company not included — apply within 65 working days of first qualifying voyage within scope




COMPLIANCE RESPONSIBILITY

Hﬁ/l/ PRACTICAL CONSIDERATIONS

How can compliance work in practice?
What are the necessary considerations?

Shipping Company List definitive list of Shipping Companies / determinative of compliance
responsibility

Establishing the right candidate for compliance responsibility

- Importance of assessing compliance permutations where:
(a) vessel ownership interest; or
(b) performing ship management function

- Very relevant enquiry when viewed against typical commercial ownership structure....




Bareboat
charter

Shipowner

COMPLIANCE RESPONSIBILITY
TYPICAL COMMERCIAL OPERATING STRUCTURE

Parent Co

] ) Time
Shipowner/ Disponent RE¢JIERTIREY

(Registered Owner /

Lessor)

Technical ship
manager’s
undertaking

Owner
(Bareboat Charterer)

(Technical) ship
management agreement




COMPLIANCE RESPONSIBILITY

HFM/ CONTRACTUAL RELATIONS

Important to determine whether EU ETS compliance responsibility can be assumed / by whom / whether desired

Determining the Shipping Company impacts:

- compliance documentation and steps to be taken; and

- contractual relationships — depending on commercial ownership structure

Ambiguity over which entity could qualify as a “Shipping Company”

E “Shipowner” — role of a registered bareboat charterer?

E “ISM Company” — responsibility for ISM under contract v ISM DOC Holder

Role of Administering Authority — establishing entities and Document Mandate compliance

Document Mandate: options

- bilateral / power of attorney / tripartite?

Solutions depend on underlying contractual relationships / amendments required to:

E Shipmanagement agreements (and undertakings)

E Bareboat charters / sale and leaseback arrangements




HwW

» Transfer of EU ETS costs liability:

— Responsibility for “EU ETS costs” attributed to charterers
under “polluter pays” principle

» Dependent on underlying contractual arrangement [Article 3gc]

— Where the ultimate responsibility for purchase of the fuel or
operation of ship (or both) assumed by an entity other than

the Shipping Company

— Operating ship = determining the cargo carried or the route
and speed

» Highly relevant to both time and voyage charters / COAs

» Shipping Company right to seek reimbursement in Member State

— Member States to facilitate statutory entitlement of the
Shipping Company to claim EU ETS costs by providing for
“‘necessary measures” under national law

— Known-unknown — unclear as to how it will work in practice

P n
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EU ETS AND SHIPPING
EU ETS COSTS LIABILITY
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EU ETS COSTS LIABILITY
SEEKING CONTRACTUAL CERTAINTY
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EU ETS COSTS LIABILITY
ﬁfl/ WHERE NO CONTRACTUAL SOLUTION

« Where no contractual solution for passing on
EU ETS costs liability exists/agreed:

— Role of Member States
— Existing contractual terms

« Shipowner and charterer / operator
perspectives:

— Practical and commercial uncertainty

— What are the terms of the contract agreed
between the parties

— Role of choice of law and jurisdiction
clauses in contracts where forum is non-
Member State




FUTURE OF EU ETS FOR SHIPPING
ﬁ/[/ ACTION REQUIRED NOW

Important to address these issues
now

Not a question of kicking the can
down the road.....
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Decarbonisation

Stinne Taiger lvg
Deputy Secretary General
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It takes two to tango...

Does EU ETS need to be
addressed in
commercial contracts?

Why would parties
want to reflect new
legislation in their
commercial contracts?

Commercial optionality




Time Charter Parties BlMCU

ETS - Emission Trading Scheme
Allowances Clause for Time
Charter Parties 2022



https://www.bimco.org/contracts-and-clauses/bimco-clauses/current/etsa_clause
https://www.bimco.org/contracts-and-clauses/bimco-clauses/current/etsa_clause
https://www.bimco.org/contracts-and-clauses/bimco-clauses/current/etsa_clause

Key features

* Owners to monitor and report relevant GHG
emissions

* Owners to nominate an Emission Scheme Account
* Notifications

* Charterers to transfer EUAs

* Data and calculations to establish the quantities

* Redelivery

e Off-hire

* Suspension of performance




Voyage Charter Parties BIMCU

ETS — Emission Scheme Freight
Clause for Voyage Charter Parties
2023 (bimco.org)

ETS — Emission Scheme Surcharge
Clause for Voyage Charter Parties
2023 (bimco.org)2023 (bimco.org)

ETS — Emission Scheme Transfer of
Allowances Clause for Voyage
Charter Parties 2023 (bimco.org)
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https://www.bimco.org/contracts-and-clauses/bimco-clauses/current/ets-emission-scheme-freight-clause-for-voyage-charter-parties
https://www.bimco.org/contracts-and-clauses/bimco-clauses/current/ets-emission-scheme-freight-clause-for-voyage-charter-parties
https://www.bimco.org/contracts-and-clauses/bimco-clauses/current/ets-emission-scheme-freight-clause-for-voyage-charter-parties
https://www.bimco.org/contracts-and-clauses/bimco-clauses/current/ets-emission-scheme-surcharge-clause-for-voyage-charter-parties
https://www.bimco.org/contracts-and-clauses/bimco-clauses/current/ets-emission-scheme-surcharge-clause-for-voyage-charter-parties
https://www.bimco.org/contracts-and-clauses/bimco-clauses/current/ets-emission-scheme-surcharge-clause-for-voyage-charter-parties
https://www.bimco.org/contracts-and-clauses/bimco-clauses/current/ets-emission-scheme-freight-clause-for-voyage-charter-parties
https://www.bimco.org/contracts-and-clauses/bimco-clauses/current/ets-emission-scheme-transfer-of-allowances-clause-for-voyage-charter-parties
https://www.bimco.org/contracts-and-clauses/bimco-clauses/current/ets-emission-scheme-transfer-of-allowances-clause-for-voyage-charter-parties
https://www.bimco.org/contracts-and-clauses/bimco-clauses/current/ets-emission-scheme-transfer-of-allowances-clause-for-voyage-charter-parties

Which path to choose?
Legal certainty
Predictability
Data and accuracy

Corporate structure




ETS costs included in the freight BlMCO

* ETS costs included in the freight

* No additional payment unless the charterers are in breach of the
charter party

* Follows traditional voyage charter party principles

I ____aaa



ETS costs paid as a surcharge BIMCO

* ETS costs payable as a surcharge

* No additional payment unless the charterers are in breach of the
charter party

* Follows traditional voyage charter party principles — however an
option to protect against price fluctuations

I ____aaa



ETS costs paid by transfer of allowances BlMCO

* The clause sets out two options:

(1) An agreed quantity of emission allowances is to be transferred
and received by owners at a certain point in time

(2) An estimated quantity of emission allowances is to be
transferred and received by owners at a certain point in time, but
reconciliation will take place post-voyage

I ____aaa
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BRITANNIA P&l CLUB

Twitter: @britanniapandi | Ins

LinkedlIn: https://www.linkedin.co
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