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A note on this slide deck

The following slides are from our sixth Countdown newsletter on the IMO mid-term measures
(MTM) which was published on 12 February 2025.

These slides are derived from our internal understanding and analysis of the status of the mid-term
measures and do not represent an official IMO position or the views of our partners.

Find more on our IMO mid-term measures landing page

Subscribe to our Countdown newsletter series



https://www.zerocarbonshipping.com/news/countdown-assessing-compliance-strategies-under-the-mtms/
https://www.zerocarbonshipping.com/guide-to-the-imo-mid-term-measures/
https://mailchi.mp/zerocarbonshipping/countdown

Four MTM compliance strategies

LSFO + bio-diesel
(base case)
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+ Conventional vessel primarily
using low sulfur fuel oil (LSFO).

* The vessel opts for the most
cost-effective approach between
blending bio-diesel and
purchasing remedial units (RUs).

* LSFO price projections based on
our Fuel Cost Calculator' and
incorporates an average bio-
diesel price forecast” which
anticipates limited supply and
growing demand.
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@ LNG + bio-methane
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» Vessel capable of operating on
LNG and liquified bio-methane.

* The vessel opts for the lowest-cost
compliance between blending bio-
methane and purchasing RUs.

e Costs are from our Fuel Cost
1 .
Calculator (biomethane costs
from an upcoming revision).

* We assume a low-pressure engine
with an 11% emissions reduction
compared to LSFO.

* When it achieves a compliance
surplus, we assume trading at a
market price set at the lowest cost
between RU, bio-diesel, and bio-
methane.

rbonshipping.com/

@ LSFO + ZNZ
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Vessel uses the minimum required
zero- and near-zero-emissions
(ZNZ) fuel to meet GFS-mandated
reductions in fuel emissions
intensity.

While ZNZs are not yet defined,
they are outlined in the 2023 IMO
Strategy as capable of achieving
the 2050 target of net-zero
emissions.

We assume a representative ZNZ
fuel with a 90% emissions
reduction, in line with proposed
thresholds for eligible fuels.

We assume a fuel cost of 1,700
USD per tonne LSFO equivalent
based on the lower end of our
2027 e-fuel production cost.' We
fix the price to mimic a long-term
offtake agreement.
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100% ZNZ
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Dual-fuel vessel that operates fully
on ZNZs and trades surplus
compliance at the market price.

As with Strategy 2, the market price
of surplus is assumed to be the
lowest between RU, bio-diesel, and
bio-methane.

To simplify the analysis, we do not
include a pilot fuel, reflecting a
scenario in which the pilot fuel is
bio-diesel or another low-
emissions alternative.
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https://www.zerocarbonshipping.com/cost-calculator/
https://www.lr.org/en/knowledge/research-reports/2020/techno-economic-assessment-of-zero-carbon-fuels/

Policy parameters

Two paolicy scenarios

600 USD

Y7 Remedial
Units (RUs)

300 USD

=
=

SR Inra

Consistent across
scenarios

Well-to-wake scope & reference value of
94.31 gCO,eq/MJ (VLSFO)
IMO: 2024 LCA Guidelines (MEPC 81/16/Add. 1)

Global Fuel Standard (GFS) mandating decreasing intensity of
emissions
IMO Working Paper: MEPC 82.WWP9

'‘Base’ Z-factors that set annual limits on GHG intensity
IMO Working Paper: MEPC 82.WP9

Trading of surplus units is permitted
IMO Working Paper: MEPC 82./WP9

To betterisolate the GFS, we use the lowest proposed GHG
pricing or levy of $18.75 USD/tCO,e
IMO Submission. 17-2-5 (Bahamas, Liberia, and ICS)


https://wwwcdn.imo.org/localresources/en/OurWork/Environment/Documents/annex/MEPC%2081/Annex%2010.pdf

Comparing costs across four compliance strategies (RU at 600 USD)

USD /tonne LSFO equivalence
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Levy cost
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MTM costs

trading deducted

Cost relative to
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Comparing the base case and ZNZs with two values of the RU

RU at 600 USD RU at 300 USD
NN
NI
§ § \ \ ) 1,197
NN
E = 1 g
% 690 i i i i @ 690 -
2027 2029 2031 2033 2035 2037 2027 2029 2031 2033 2035 2037

LSFO + bio-diesel ELl‘lal'fuerl}Z'T'Z vessel that Surplus value from | Cost relative to LSFO +
base case © OWS. the lowest-cost trading deducted bio-diesel base case
compliance strategy




Key meetings leading up to MEPC 83

The Greenhouse Gas Expert Workshop (GHG-EW) will discuss the possible impacts of the
GHG-EW 6 13 February basket of proposed MTMs on food security.

The Intersessional Working Group on Reduction of GHG Emissions from Ships (ISWG-GHG)
will further consider the development of a basket of candidate MTM(s), using Annex 1 to
ISWG-GHG 18 17 to 21 February document MEPC 82/WP.9 as the basis, and will also focus on the development of the IMO Life
Cycle GHG Assessment (LCA) framework.

ISWG-GHG will further consider the development of the basket of candidate MTM(s), using
ISWG-GHG 19 31 March to 1 April Annex 1 to document MEPC 82/WP.9 as the basis.

The Intersessional Working Group on Air Pollution and Energy Efficiency (ISWG-APEE) will

210 4 Aoril continue work to address the identified challenges/gaps in the short-term GHG reduction
P measure and develop draft amendments to existing instruments and/or develop new
instruments.

Marine Environment Protection Committee (MEPC) members are expected to approve the
MEPC 83 7 to 11 April basket of MTMs ahead of their formal adoption in October 2025.




Disclaimer

The information provided in this newsletter by Fonden Maersk Mc-Kinney Mgller Center for Zero
Carbon Shipping is based on selected public sources believed to be reliable but without a
guarantee of accuracy, completeness or fitness for a particular purpose, and is subject to change
without notice. This should not be construed as investment, legal, tax, or accounting advice.
Readers are encouraged to make their own judgments and seek professional advice when needed.
This information is provided without warranty or representation of any kind, express or implied. While
every effort has been made to ensure the accuracy of the content, Fonden Maersk Mc-Kinney
Mgaller Center for Zero Carbon Shipping shall not be held liable for any errors or omissions in the
content, nor for any loss or damage arising from the use of it.
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