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Carbon Intensity and Rating System

Amendments to the International Convention for the Prevention of Pollution 
from Ships (MARPOL) Annex VI entered into force on 1 November 2022. 
Developed under the framework of the Initial IMO Strategy on Reduction of 
GHG Emissions from Ships agreed in 2018, these technical and operational 
amendments require ships to improve their energy efficiency in the short 
term and thereby reduce their greenhouse gas emissions.
From 1 January 2023 it became mandatory for all ships to calculate their 
attained Energy Efficiency Existing Ship Index (EEXI) to measure their energy 
efficiency and to initiate the collection of data for the reporting of their 
annual operational carbon intensity indicator (CII) and CII rating. This 
means practically that the first annual reporting will be completed in 2023, 
with initial CII ratings given in 2024.
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- A vessel or vessels which have an established PPMI trajectory whereby the carbon intensity can be measured with IMO 
Data Collection System (DCS) data.

3. The Principles 

The PPMI consists of four main points. 

The first point is to make assessment of climate alignment. Signatories will, on an annual basis, measure the carbon 
intensity and assess climate alignment (carbon intensity relative to established decarbonization pathways) of their H&M 
portfolio using a robust industry-appropriate methodology established by the PPMI.

The second point is the accountability. For each step of the assessment, Signatories will exclusively rely on the data types, 
data sources, and service providers identified in the Technical Guidance. Affiliate members will, for each step of the 
assessment and as necessary, support Signatories by sharing knowledge about the Accountability principle and data 
collection process with relevant stakeholders.

The third point is the enforcement. Signatories commit to making compliance with the PPMI contractual in their new 
business activities. Signatories agree to work with shipowners, clients, brokers, and business partners to collect and 
process the information necessary to calculate carbon intensity and to assess climate alignment by sharing knowledge 
about the Enforcement principle and standardized clauses with relevant stakeholders.

The fourth and the last point is transparency. Signatories will publicly acknowledge that they are a Signatory to the PPMI, 
and all Signatories’ scores will be published annually by the Secretariat of the PPMI.

4. Conclusion

If one thinks about the effect of the principles in the marine insurance industry, the goal of which is to create common 
global baselines that are consistent with and supportive of society’s goals to better enable insurers to assess and align 
their portfolios with responsible environmental impacts, this will allow signatories to use the principles as an important 
tool to support the reduction of the GHG emission. 

As the PPMI is now in force, insurers will seek to include a standard wording clause into H&M policies affected by the 
initiative. The purpose of this clause will be to allow insurers to approach its clients for their IMO DCS submissions (CO2 
emissions data) and Statement of Compliance, in order to fulfil their obligations under the PPMI. fact, the author by taking 
into account the effect of the principles made such connection with one the most important Greek God “Poseidon”. As the 
author mentioned above, in Greek Mythology Poseidon was referred as “Saviour of Salvors” of “Lord of the Waters” that 
in some way is closely connected with the effect of the principles in the marine insurance industry. 

In conclusion, principles aim to assess climate alignment in marine insurance and serve institutions as well as clients to 
quantitatively assess and disclose the climate alignment of P&I Club’s insurance portfolios. Whilst the framework is 
currently limited to H&M insurers, it is expected to expand to take on other covers in future. As the initiative continues to 
gather momentum, it will continue to send a strong signal in support of responsible environmental stewardship and 
maritime decarbonisation; a challenge that can only be achieved through cross-value chain collaboration.

We advise for the Members, for policies where such a clause has not been included, to pay attention to these matters as 
the insurers will send a letter of consent serving the same purpose as the above-mentioned clause.

1. What is a Carbon Intensity Indicator rating?

The Carbon Intensity Indicator (CII) is aimed at improving the energy
efficiency of ship’s operation, requiring the ship’s yearly carbon
intensity not to exceed a certain predefined threshold and ships are
subsequently rated A to E in accordance with their yearly carbon
intensity results.

The CII is an operational efficiency indicator that measures a ship’s 
carbon intensity and is expressed in grams of CO2 emitted per cargo-
carrying capacity and nautical miles travelled. It applies to all 
segments of the shipping industry for all ships above 5000 gross tons (gt).

CII is assessed and calculated annually (not per voyage) based on a 
ship’s reported Annual Efficiency Ratio (AER) – which is the annual fuel 
consumption multiplied by the CO2 emissions factor (this factor is 
determined by the IMO and is based on fuel type), divided by the 
distance sailed by the ship (in ballast and laden condition) and the 
DWT capacity.

Ships will receive a CII Rating of A, B, C, D or E in the following year 
based on their emissions from the previous year. This means that 
ships will not have a CII Rating in 2023. CII emissions are not 
cumulative year on year. This means that at the end of each calendar 
year the “emissions counter” for each ship is reset. Whatever CII 
Rating a ship has in one year will not affect the assessment of the 
ship’s operational efficiency the following year.

In case of a D rating for three consecutive years or one E rating, it is 
required to submit a corrective action plan. The corrective action plan 
should consist of an analysis of why the required CII was not achieved and 
include a revised implementation plan.
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Over the past years, the World has been experiencing many extreme weather 
events, i.e., flood, fire mucilage, or storm which were the obvious consequences 
of rising average temperatures — and something that many scientists have 
been warning about for years. In fact, now this situation is considered to be 
quite alarming. With a 3 °C increase, cities like Miami, Shanghai, Osaka or Rio de 
Janeiro would sink underwater. Additionally, a total of 275 million people 
worldwide would need to relocate and escape the flood. 

1. What are the Poseidon Principles for Marine Insurance? 

Poseidon Principles for Marine Insurance (PPMI) offer a yardstick by which 
leading ship-financing institutions can demonstrate their commitment to 
reduce the greenhouse gas (GHG) impact of the fleets they finance. 

Poseidon Principles are aiming to:

• Create awareness of the GHG impact of the lending decisions taken,

• Provide a common target for the intended annual improvement,

• Underline the commitment of the ship finance community to global GHG 
reduction targets.

Therefore, PPMI reflect the ambitions of the IMO to reduce shipping’s total 
annual GHG emissions by at least 50% by 2050 compared to 2008 by providing 
urers with a common tool to monitor progress towards net-zero insurance.

2. The effect of the PPMI  

The PPMI must be applied by Signatories in all business activities where:

- The insurance products cover hull and machinery (H&M);

- The Signatory is the leading insurer, as well as in cases where the Signatory is 
a follower, but the lead is also a fellow Signatory (signatories commit to annual 
declarations of the climate alignment of their H&M portfolios); 

If vessels don’t meet CII thresholds, as the charterers, financiers and regulators will be able to grade vessels, 
this would mean practically that vessels that don’t meet the mark are far less likely to be chartered or financed 
because they will likely cost more to run. Not only that but those with a bad CII rating will have to use Ship 
Energy Efficiency Management Plan (SEEMP) to come into line, which could damage their operational 
abilities by having to run at slower speeds. Furthermore, regulators could issue fines to those with bad CII 
ratings. No charterer or financier wants to risk any of these issues.

2. Conclusion

IMO's Marine Environment Protection Committee (MEPC) is to review the effectiveness of the implementation
of the CII and EEXI requirements by 1 January 2026 at the latest and develop and adopt further amendments as
required.
In adopting the measure, MEPC also considered the outcomes of a comprehensive impact assessment of
the measure which examined potential negative impacts on States and agreed to keep the impacts on States of
the measure under review so that any necessary adjustments can be made. MEPC also agreed that
disproportionately negative impacts of the measure should be assessed and addressed, as appropriate.
It is recommended to shipping companies and all the relevant stakeholders to take immediate steps to improve
their vessels' CII ratings starting from 2023.

Source: IMO, Oceanbird
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