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UK extends emissions trading to shipping

Since 1 July 2026, ships operating on domestic UK voyages have been subject to the UK Emissions
Trading Scheme (UK ETS). While many owners and charterers are already familiar with the EU ETS,
the UK’s new regime adds another layer to an increasingly complex regulatory landscape.
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ETS in a nutshell

An emissions trading scheme is a way of putting a price on emissions without
prescribing exactly how to reduce them. The regulator sets a cap on the total
greenhouse gases that can be emitted by the sectors in the scheme. That cap is
divided into allowances, with one allowance broadly representing the right to emit
one tonne of carbon dioxide equivalent. Operators then monitor their emissions and
surrender enough allowances to match them. As the cap reduces over time,
allowances become scarcer and the commercial incentive to reduce emissions
becomes stronger. In simple terms, an ETS works like a gradually tightening budget:
the industry may decide where best to spend it, but the overall budget is intended to
shrink in line with climate targets.

For shipping, the best-known reference point is the EU Emissions Trading System.
Launched in 2005, the EU ETS was the world’s first carbon market and remains one
of the largest globally. Maritime transport has been included in the EU ETS since
2024, with obligations applying to emissions from voyages involving European
Economic Area ports and emissions at berth within the EEA. The EU scheme is not
an isolated example. Carbon pricing is spreading through a patchwork of regional
and national initiatives. Around 40 emissions trading systems in force have been
identified globally , including ETS-type schemes or mechanisms in jurisdictions as
diverse as Australia, Mexico or Kazakhstan.

Domestic scope for now

The United Kingdom developed its own ETS after leaving the EU. Originally limited
to power generation, aviation and energy-intensive industries the UK ETS was
extended to maritime transport through the Greenhouse Gas Emissions Trading
Scheme (Amendment) (Extension to Maritime Activities) Order 2026 .

At this stage, the UK ETS applies to ships of 5,000 gross tonnage and above,
regardless of flag, in respect of carbon dioxide, methane and nitrous oxide emissions
from domestic UK voyages and in-port activities from 1 July 2026. A domestic
voyage means a voyage beginning and ending at a UK port of call, including a voyage
beginning and ending at the same UK port of call (with the exception that the UK has
introduced a 50% surrender deduction for voyages between Great Britain and
Northern Ireland). In-port activity includes emissions at berth and movements
within a UK port of call. Assuming that a voyage itself is international and therefore
not yet caught as a sea passage under the current UK ETS, emissions while the ship is
in a UK port may still be within scope.


https://icapcarbonaction.com/en
https://www.legislation.gov.uk/ukdsi/2026/9780348278279
https://www.legislation.gov.uk/ukdsi/2026/9780348278279

Offshore ships will be included from 1 January 2027, and certain exemptions will
continue to apply, including for specified government activities, fish-catching and
fish-processing ships, and Scottish ferry services as defined in the legislation.

Compliance requirements

The person responsible for compliance is the “maritime operator”. In practical terms,
this will usually be the registered owner unless an ISM company has assumed
responsibility under a written agreement and the required evidence has been
provided to the regulator (the relevant regulator for operators registered outside the
UK is the Environment Agency). Owners may want to verify what their ship
management agreement provides.

The administrative cycle will be familiar to operators already dealing with EU ETS or
MRV (“Monitoring, Reporting and Verification”) requirements, but it is not identical.
The UK ETS has its own compliance infrastructure and timetable:

» Maritime operators must set up aMETS account , apply for an emissions monitoring
plan within 42 days of their first UK ETS maritime activity, monitor greenhouse gas
emissions in accordance with that plan, have the annual emissions report verified by
a UKAS-accredited verifier, and submit the verified report. There are costs
associated with these administrative steps.

» Maritime operators must use UK Allowances (UKAs) and manage compliance
through the UK ETS Registry, whereas EU ETS compliance is administered through
the Union Registry and requires the surrender of EU Allowances (EUAS).

» Under the UK ETS, emissions generated between, for instance, 1 January and 31
December 2028 must be verified and reported by 31 March 2029, and the
corresponding allowances must then be surrendered shortly after, by 30 April 2029
(compared with 30 September under the EU ETS). Maritime operators will also
benefit from a transitional arrangement under which allowances relating to both the
shortened 2026 scheme year and the 2027 scheme year will be surrendered together
by 30 April 2028.

Failure to surrender sufficient UK allowances by the 30 April deadline may result in
penalties under Article 52 of the UK ETS Order. The penalty is not maritime-specific.
It is calculated by reference to each allowance not surrendered, at £100 multiplied by
the statutory inflation factor, and payment of the penalty does not remove the
obligation to surrender the missing allowances. If the deficit remains, the regulator
may issue a deficit notice and further penalties may follow (in the EU, a ship may be
refused port entry or may even be detained).

Expansion likely ahead


https://manage-emissions-reporting.service.gov.uk/landing

Further change should be expected. The UK ETS Authority has consulted on
extending the scheme from 2028 to cover 50% of emissions from international
voyages to and from the UK. The proposal broadly reflects the EU ETS treatment of
extra-EEA voyages and is consistent with ongoing UK-EU discussions aimed at
ensuring the two systems develop in a coordinated manner.

The 5,000 GT threshold will also be reviewed in 2028 and potentially lowered to 400
GT in the future. These proposals are worth bearing in mind when negotiating longer-
term fixtures and drafting clauses intended to survive regulatory change.

BIMCO clause available

BIMCO published an_Emission Trading Scheme Allowances Clause for Time Charter
Parties in 2022 which is not limited to the EU ETS. It defines an “Emission Scheme”
as including the EU ETS and “any other similar systems” imposed by lawful
authorities. BIMCO’s guidance states that the clause was designed to apply to future
emissions schemes around the world, and would cover the UK ETS.

The clause is built on the principle that the party providing and paying for the fuel
under a time charter should provide and pay for the corresponding emissions
allowances, while owners monitor and report the emissions and provide the data and
calculations needed for the transfer of allowances. In the absence of any bespoke
provision, it offers an off-the-shelf solution for owners and charterers looking to
allocate the costs of complying with the UK ETS.

Gard Members with questions about the application of the UK ETS, allocation of
responsibilities, or liabilities under charterparties are welcome to contact their
local Defence team.

The information provided in this article is intended for general information only. While every effort has been made to
ensure the accuracy of the information at the time of publication, no warranty or representation is made regarding its
completeness or timeliness. The content in this article does not constitute professional advice, and any reliance on such
information is strictly at your own risk. Gard AS, including its affiliated companies, agents and employees, shall not be
held liable for any loss, expense, or damage of any kind whatsoever arising from reliance on the information provided,
irrespective of whether it is sourced from Gard AS, its shareholders, correspondents, or other contributors.


https://www.bimco.org/contractual-affairs/bimco-clauses/current-clauses/etsa_clause/
https://www.bimco.org/contractual-affairs/bimco-clauses/current-clauses/etsa_clause/
https://www.bimco.org/news-insights/bimco-news/2026/07/08-uk-ets/

