
REDUCING TRANSPORT EMISSIONS AND RAISING CLIMATE FINANCE
SENDING THE RIGHT SIGNAL TO THE IMO AND THE ICAO AT COP18
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International aviation and maritime transport are major and fast-growing sources of greenhouse gas emissions, while being under-taxed from an environmental perspective.[footnoteRef:1] Yet there is high potential to reduce those emissions globally, beyond the energy efficiency measures developed and considered under the International Civil Aviation Organization (ICAO) and the International Maritime Organization (IMO).[footnoteRef:2] Carbon pricing would be an effective means of addressing this situation and can be applied fairly and equitably. In addition, it could raise considerable funds to support climate action in developing countries, and in the maritime and aviation sectors. [1:  UNEP predicts that under BAU assumptions, global aviation and shipping combined could be between 1.7 to 2.5 Gt CO2 in 2020. The Potsdam Institute assume total emission to be 1.8 Gt in 2020 (Rogelj et al 2010). Business-as-usual projections by the International Civil Aviation Organisation (ICAO) and International Maritime Organisation (IMO) suggest that in the absence of policies to control them, emissions could triple by 2050. Such unchecked emissions would take up a substantial proportion of any global carbon budget to stay below 2°C.]  [2:  A 2009 IMO report estimates that 250 MtCO2 reductions in 2020 are achievable with no-regret measures (with an uncertainty range from 130 to 360 MtCO2). The potential in the international aviation sector is not yet fully estimated; preliminary conservative estimates indicate the sector could achieve at least 110 MtCO2 reductions by 2020. The UNEP report estimates a potential to close the gap by 1.3 GtCO2 with mitigation actions considered by ICAO/IMO.] 

 
Establishing global mitigation mechanisms. While the UNFCCC should set the climate targets, ICAO and IMO should develop global measures to reduce GHG emissions from international aviation and maritime transport (bunker fuels), and to develop and implement measures based on fairness and efficiency in addressing the collective challenge of mitigating and adapting to climate change. COP18 should adopt a decision that supports efforts by ICAO and IMO to complete the development of global policy frameworks for GHG emissions from international aviation and maritime transport, respectively, including carbon pricing of their emissions, by 2015. 

Adressing potential impact on the poorest countries. To enable such progress, the decision should clarify how the principle of common but differentiated responsibilities and respective capabilities (CBDRRC) may be operationalized in these inherently global and complex sectors, without distorting competition and avoiding carbon leakage. The most promising option for addressing impacts on developing country economies in our view is through the use of revenues generated by carbon pricing to address potential burden on poor countries.[footnoteRef:3] However, other approaches may also be explored, particularly for the aviation sector, such as de minimis clauses, distribution of emission allowances under an ETS mechanism (in the less than optimal outcome of partial free allocation of allowances) to ensure equitable distributional effects for developed and developing countries, phase-in periods, or by providing technical support to developing countries in complying with the agreed measures. In the case of using revenues to address impacts, the main international reports on innovative finance (by the AGF and the World Bank and IMF[footnoteRef:4]) estimate that up to 40% of revenues would be used to address impacts on developing countries, i.e., through rebates. [3:  See MEPC GHG-WG_3-3-11, WWF]  [4:  AGF and WB/IMF reports ] 


Using the revenue to mitigate transport emissions and fund adaptation needs in developing countries. 
· Part of the remaining funds may be used to finance emissions reductions, both inside and outside the respective international transport sectors, to meet the emissions reductions objectives established. These reductions could be achieved through financing NAMAs, or through purchasing emissions allowances from outside the sector. Options that allow for the use of offsets from other mechanisms would need to be carefully assessed and include stringent quality standards. The experience with JI and CDM has shown that a large fraction of such offsets are not additional. 
· The remaining revenues from such carbon pricing mechanisms could be channeled to the Green Climate Fund as international climate finance, although only the part attributed to developed countries (according to agreed criteria) should be counted towards the fulfillment of the financial commitment to mobilize 100bn USD annually by 2020. The AGF found that after addressing the incidence on developing countries, up to $18 billion in climate finance for developing countries could be available from shipping and up to $6 billion from aviation, at a carbon price of $25/tCO2.[footnoteRef:5]  [5:  This figure is an estimate of the amount of funds remaining after compensating developing countries for costs born by them, to ensure there is no net incidence on developing countries.] 





We recommend that COP18 send a signal - through the LCA - to the International Maritime Organisation (IMO) and the International Civil Aviation Organisation (ICAO) that:

a) supports efforts by ICAO and IMO to develop global schemes to address GHG emissions from international aviation and maritime transport, respectively, including carbon pricing of their emissions,
c) clarifies how these carbon pricing schemes can take into account national circumstances of various countries, impact on developing country consumers, and the principles of the different conventions especially CBDRRC under the UNFCCC without distorting competition and avoiding carbon leakage,
c) recommends that revenues resulting from carbon pricing of international transport should be used to support global action on climate change, with a share of the revenue channeled through the Green Climate Fund.

After the conclusion of work under the LCA at COP 18, any further consideration under the UNFCCC of measures to address emissions and financing from international transport should take place under the short-term mitigation track of the ADP.
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