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	What is the problem under consideration? Why is government intervention necessary?

Organostannic compounds used in anti-fouling systems, despite being highly effective, present a considerable risk to the marine environment.   They have been shown to impact upon non-target organisms, be persistent in sediments and are likely to bio-accumulate. The damage to the environment is not included in the cost of organotin paints.  The UK is committed to banning the use of such harmful systems and implementing the relevant EC Directive (or face infraction procedures), in turn implementing the IMO Convention on the Control of Harmful Anti-Fouling Systems on Ships.  The UK played a key role in negotiation of the Convention and is fully supportive of it.


	What are the policy objectives and the intended effects?

1) A reduction in the harmful impact of organostannic anti-fouling systems will be achieved, leading to environmental and cost savings
2) The UK will be seen to be fulfilling international commitments at IMO and the EC.

3) UK vessels will be fully compliant with international regulations, allowing them to trade freely whilst preserving the reputation of the UK Flag and its position at the top of the Paris MOU 'white list'.
 



	 What policy options have been considered? Please justify any preferred option.

1) Do Nothing - There will be no costs of implementation.  However, this option is unacceptable as it will not address the environmental impacts of organotin compounds and the UK will not be fulfilling international commitments.  UK vessels trading internationally may be put at a disadvantage and the reputation of the UK flag will be damaged.
2) Fully Implement the EC Directive and IMO Convention.  This is the preferred option, allowing the UK to reduce the impacts of organotin compounds in its waters and the impact of  that used by its vessels.  The UK will be fulfilling international commitments to the IMO and the EC.




	When will the policy be reviewed to establish the actual costs and benefits and the achievement of the desired effects?      
Review will take place one year after the implementation date of the new Regulation.



	Ministerial Sign-off For  Consultation Stage Impact Assessments:
I have read the Impact Assessment and I am satisfied that, given the available evidence, it represents a reasonable view of the likely costs, benefits and impact of the leading options
Signed by the responsible Minister:

     

Date: 

	Summary: Analysis & Evidence

	Policy Option:  2
	Description:  full implementation of the EU directive and IMO Convention


	COSTS
	ANNUAL COSTS
	Description and scale of key monetised costs by ‘main 
affected groups’. 
The shipping industry has already incurred most of the policy costs of this regulation, of up to £5,080,000 over the past five years, because cheaper non-TBT paints had been unavailable for many years.

About 60% of the UK fleet will incur additional survey and certification costs as a result of this regulation totalling £615,000 over five years.

	
	One-off (Transition)
	Yrs
	

	
	£      0
	   
	

	
	Average Annual Cost
(excluding one-off)
	

	
	£ 1,139’000
	
	Total Cost (PV)
	£ 5,695,000

	
	Other key non-monetised costs by ‘main affected groups’ 


	BENEFITS
	ANNUAL BENEFITS
	Description and scale of key monetised benefits by ‘main 
affected groups’.

	
	One-off
	Yrs
	

	
	£            
	   
	

	
	Average Annual Benefit
(excluding one-off)
	

	
	£      
	
	Total Benefit (PV)
	£ 

	
	Other key non-monetised benefits by ‘main affected groups’ ECONOMIC: Fishing and shellfisheries may expect to benefit ENVIRONMENT Reduction in harm to marine environment. HEALTH Reduction in impacts of consuming contaminated fish / shellfish. UK REGISTER the UK will maintain reputation as quality flag.  


	Key Assumptions/Sensitivities/Risks TBT as an active biocide which was banned from being marketed and sold in the late 1990s, hence, no TBT AFS product on the European market; all ships would have already been through a normal operational maintenance dry docking and have removed any AFS containing TBT, due to non availability of product. Compliance costs necessary to prevent unknowing or unscrupulous use of non-compliance paint sourced on the global market.  .  



	Price Base
Year 2008
	Time Period
Years 5
	Net Benefit Range (NPV)
£ 
	NET BENEFIT (NPV Best estimate)
£ 


	What is the geographic coverage of the policy/option?
	     United Kingdom 

	On what date will the policy be implemented?
	     tbc

	Which organisation(s) will enforce the policy?
	     MCA

	What is the total annual cost of enforcement for these organisations?
	£ £ 0 – Enforcement will be carried out under existing Port State Control regime.

	Does enforcement comply with Hampton principles?
	Yes

	Will implementation go beyond minimum EU requirements?
	No

	What is the value of the proposed offsetting measure per year?
	£ N/A

	What is the value of changes in greenhouse gas emissions?
	£ N/A

	Will the proposal have a significant impact on competition?
	No

	Annual cost (£-£) per organisation
(excluding one-off)
	Micro
     
	Small
     
	Medium
     
	Large
     

	Are any of these organisations exempt?
	No
	No
	N/A
	N/A


	Impact on Admin Burdens Baseline (2005 Prices)
	(Increase - Decrease)

	Increase of
	£ 0.6 million
	Decrease of
	£ 0     
	Net Impact
	£ 0.6 million


	Key:
	Annual costs and benefits: Constant Prices
	
	(Net) Present Value

	Evidence Base (for summary sheets)


[Use this space (with a recommended maximum of 30 pages) to set out the evidence, analysis and detailed narrative from which you have generated your policy options or proposal.  Ensure that the information is organised in such a way as to explain clearly the summary information on the preceding pages of this form.]
1.

The Issues
1.1
Anti-fouling systems are used to cover the hull of the ship which is submerged into the water to prevent corrosion and bio-fouling.  The benefits of using effective anti-fouling systems are better fuel efficiency and lower air emissions 
1.2
It has been common practice for ships hulls to bear anti-fouling systems containing organotin compounds, notably tributyltin (TBT), that have a biocidal action on organisms that attach themselves to the hull.  However, organotin compounds used as biocides present a considerable risk to the marine environment. They have been shown to impact upon non-target organisms, be persistent in sediments and are likely to bio-accumulate.  

1.3
Specifically, the damaging affects of organotin systems can cause localised extinctions of species and can harm commercially harvested shellfish.  They can also cause sex change (imposex) in marine molluscs, which has been a particular problem with dog whelk in UK waters, reductions in disease restriction in flounder and other flatfish and neurotoxic and genetic effects in a range of other species.
1.4
Contamination of marine molluscs, which have a particularly high capacity for bio-accumulation, can have wide impacts.  The Environment Agency has found tributyltin concentrations in a variety of sea mammals, birds and fish.

1.5
The International Maritime Organization (IMO) set about addressing the risks associated with organotin (TBT) anti-fouling systems and developed the ‘International Convention on the Control of Harmful Anti-Fouling Systems on Ships’ which sought to “eliminate the use of anti-fouling paints containing organotin (TBT) compounds”.  

2.

Regulatory Background
2.1
IMO Convention:

2.1.1 The ‘International Convention on the Control of Harmful Anti-Fouling Systems on Ships’ was adopted at an International Conference convened by IMO for that purpose in October 2001.  The effective dates of the Convention were 1 January 2003 were ships shall not apply or reapply organotin compounds; and by 1 January 2008 ships shall not bear such compounds or shall bear a coating that forms a barrier to such compounds leaching out.

2.1.2 The requirement of the Convention having been ratified by at least 25 countries representing 25% of the world’s merchant shipping tonnage was met when Panama ratified the Convention on 17 September 2007, allowing it to come into force one year after that date.  The Convention, which applies to ships of Parties to the Convention, ships operating under the authority of a Party, and ships coming into a Party’s port, shipyard or offshore terminal, will enter into force on 17 September 2008.

2.1.3 To encourage early ratification of the Convention by European member states, the European Parliament and the Council of the EU adopted Regulation (EC) No 782/2003 on the Prohibition of Organotin Compounds on Ships (which almost mirrored the Convention).
2.1.4 The UK is required to fulfil its obligation of co-operation under Article 10 of the EC Treaty by implementing the Regulation so far as necessary in domestic law.  Once both the EC Regulation and the UK’s Regulations are in place, the UK should be in a position to accede the Convention. The UK played a key role in negotiations with regards to the adoption of the Convention at IMO and is fully supportive of its aims.
2.1.5 The Convention provides for the following:

- As of 17 September 2008 ships shall not bear organotin compounds which act as biocides in anti-fouling systems on their hulls or external surfaces, unless they additionally bear a coating that forms a barrier to such compounds leaching from the underlying non-compliant anti-fouling systems.

- A Survey and Certification regime associated with the above.

- The scope to introduce additional measures dealing with other harmful anti-fouling systems in future.
2.2
EC Regulation:
2.2.1
Regulation (EC) No 782/2003 on the Prohibition of Organotin Compounds on Ships was adopted by the European Parliament and the Council of the EU in 2003.  
2.2.2
European Council Directive 76/769/EEC on the Marketing and Use of Certain Dangerous Substances and Preparations had been amended in 1989 to prohibit the use of organostannic compounds in anti-fouling systems on vessels less than 25 metres in length.  The European Commission Directive 2002/62/EC adapted the further Directives in order to implement the IMO Convention.  
2.2.3 The EC Regulation provides for the following:


 - As of 1 July 2003 all EEA ships, whose anti-fouling systems have been applied, changed or replaced shall not bear organotin compounds on their hulls or external surfaces, unless they additionally bear a coating that forms a barrier to such compounds leaching from the underlying non-compliant anti-fouling systems.
- As of the 1 January 2008 all EEA and non EEA ships shall either not bear organotin compounds anti-fouling systems on their hulls or external surfaces, unless they additionally bear a coating that forms a barrier to such compounds leaching from the underlying non-compliant anti-fouling systems.

- A Survey and Certification regime associated with the above.

- The scope to introduce additional measures dealing with other harmful anti-fouling systems in future.
3.

Intervention
3.1
The effects of organotin antifouling systems on the marine environment and potentially the economy are well documented and reported.  It is important that the UK government is seen to be taking a pro active approach. 

3.2
There are also numerous domestic and European water quality standards for bathing waters and other coastal areas that have to be complied with.  A reduction in the impacts of harmful anti-fouling systems from ships will help the United Kingdom to meet these standards.

3.3
It is not feasible for the United Kingdom to attempt to reduce the harmful impacts of organotin compounds without regulation (e.g. through voluntary measures, guidance).  There is no scope for not fulfilling UK obligations under European law.  Furthermore the UK played a key part in negotiating the Convention.  So to not implement the EC Regulation, and thereby to hinder the UK’s ability to ratify the Convention, would reflect badly.  This immediately rules out such measures as creating voluntary guidelines for the use of alternative TBT-free anti-fouling systems and raising awareness in the shipping industry through targeted campaigns as opposed to implementing new legislation.
3.4
Supporting documentation associated with the proposed statutory instrument, such as a Marine Guidance Note, will be used to educate and inform ship owners/masters and relevant bodies about the requirements of the Regulations.  .  

3.5
Implementation and delivery plan 

3.5.1
As the requirements of the IMO Convention are that no vessel shall bear anti-fouling systems containing organotin compounds from 01 January 2008 it is hoped that a large percentage of vessels should have already dry-docked in preparation to meet these terms.  Many UK flagged vessels are prepared for the Convention and are already certified to be free of non-compliant anti-fouling systems (through the Classification Societies, to whom this power has been delegated), or have applied a barrier coat to prevent underlying non-compliant systems from leaching into the environment.

3.5.2
It should also be noted the retail of paints containing organnostanic compounds has been illegal in the European Union since 2003; this ban will have encouraged vessels to use alternative systems.

3.5.3
The Maritime and Coastguard Agency issued a Marine Information Note (MIN) 291 in July 2007 to clarify the requirements of the EC Regulation and to provide the shipping industry with information as to the UK Regulations which will provide the provisions of penalties and offences for ships not complying.
3.5.4
With this information in mind it is not expected that compliance with the legislation should entail any practical difficulties for industry.

4.

   Options
4.1
Two options have been identified:
4.2
Option 1 - Make no change to existing United Kingdom legislation – the “Do Nothing” option

4.2.1
With this option there would be no change to current UK legislation.  This could negligibly reduce elements of the economic cost to the domestic UK marine industry.  However, once the Convention comes into force internationally UK flagged ships trading outside the UK would be required to comply with the relevant provisions of the Convention. The implication of the Convention seems to be that if a ship does not have an AFS certificate when it should have, then it would not be able to operate internationally.
4.2.2
The UK would be unable to meet its obligations within the EU and would be likely to face infraction proceedings for failing to implement Community law.   In addition there would be the significant loss of reputation within the international maritime community.  Infraction proceedings would result in fines, the cost of which would be borne by the UK Government.  The level of fine would be decided according to the perceived seriousness of the infraction.
4.2.3
Any financial advantage gained through the “do nothing” option would be eroded rapidly as UK flag vessels trading internationally without complying with the Convention would be liable to be detained for violation of the Convention.  With freight rates in the region of £25,000 to £30,000 per day for larger (100,000gt) vessels, any detention or delay would be likely to result in severe financial impact on the owners compared to the cost of compliance.

4.2.4
This would nullify any incentive for an owner to retain a ship on the UK flag that non-compliance could offer.  In addition, widespread non-compliance with international regulations by UK flag ships would impact on the UK flag’s popularity with international ship-owners as a quality register.

4.2.5
Detentions due to non-compliance would affect the UK’s rating at the top of the Paris Memorandum on Port State Controls White List (an indicator of a high quality flag, based on low rates of detention) and could result in the UK slipping to the Grey List (an indicator of a lower quality flag, based on higher rates of detention).  This would impact upon flagging in to the UK, could push concerned owners off the UK Flag and would damage the UK’s international reputation as a result.
4.3
Option 2 – Implement the Regulation (EC) 782/2003, so as to be able to ratify the International Convention on the Control of Harmful Anti-fouling Systems on Ships, 2001, European Parliament 

4.3.1
This is the recommended option as it will allow the UK to fulfil its international obligations, retain its effectiveness within the international maritime community and ensure that the UK shipping industry can continue to trade internationally.  It will also help to negate the effects of harmful anti-fouling systems on UK and international waters.

4.3.2
With the UK implementing the EC Regulation and then ratifying the Convention, UK ship-owners would be on a level playing field with respect to all other internationally trading vessels.  This will protect the UK’s reputation internationally. Furthermore it will provide protection to UK waters from the harmful effects of prohibited anti-fouling systems.
5.
Post-implementation Review

5.1
The implementation of the UK Regulations will be reviewed domestically through the MCA’s normal contact with industry and NGO groups at regular stakeholder meetings. In addition the UK is active in ongoing work within the international community to tackle pollution from shipping both within the IMO’s Marine Environment Protection Committee (MEPC) structure and through other UN and EU initiatives. For all of these bodies the input of the industry and NGO’s is sought when developing a UK position both through standing meetings before IMO Committee meetings and ad hoc.
6.
Costs and Benefits of option 2
6.1
Base assumption 
6.1.1
UK flagged ships which trade within Europe have had to comply with the EC Regulation since it was adopted in April 2003.  Hence there is no change to the Anti-Fouling System of UK Registered ships and other ships operating in UK waters.

6.2
Benefits: 
6.2.1
Potential economic benefits include the elimination of shell deformations in commercially grown oysters and effects on growth of farmed juvenile bivalve molluscs.  There would be a reduction in costs to shell fisheries arising from such scenarios.
6.2.2
The environmental benefits of the UK Regulations will arise from the reduction and ultimately eradication of the harmful impacts of organotin anti-fouling systems upon the marine environment by legislating against use of such systems.  These include sex change (imposex) in marine molluscs, which has been a particular problem with dogwhelk in UK waters, reductions in disease resistance in flounder and other flatfish and neurotoxic and genetic effects in a range of other species.  Significantly, the impacts of organotin compounds can be bio-accumulative, for example when contaminating molluscs, which have a particular capacity for bio-accumulation.  The Environment Agency has found tributiltyn (TBT) concentrations in a variety of sea mammals, birds and fish.
6.2.3
The economic benefits of the proposed regulations have already been seen within the shellfish industry and the reduction of TBT levels in estuary and sea sediment since the introduction of the EC Regulation back in April 2003. These benefits will continue year on year as TBT levels drop within sediment. By implementing legislation that prohibits use of harmful anti-fouling systems on UK vessels, the UK Government will be fulfilling its International and European obligations.  If the UK does not implement the European obligation it will be in breach of Community law and therefore liable to substantial European Community fines.  In addition to these fines the UK Merchant fleet will find difficulties in trading globally (within Europe and International countries party to the Convention) which would result in an economic decline for the UK shipping industry.
6.2.4
The shipping industry is a major contributor to the UK economy and this is well recognised by the UK government.  Since 1998 the UK government has made a concerted effort to grow the UK fleet.  The fleet has increased 4 fold creating more employment opportunities for UK cadets, new companies being created in the UK and further investment within the industry.  If the UK does not implement internationally agreed legislation then it will be unable to compete on a global basis, which in turn will see the decline in the UK Register.  
6.2.5
There will also be a potential reduction in costs associated with the disposal of sediments which have suffered contamination due to organotin anti-fouling systems.  
6. 3
Costs:
6.3.1
The economic costs associated with the UK Regulations would largely be borne by the shipping industry, in terms of the application of compliant anti-fouling systems and base coats to prevent leaching from underlying non-compliant systems.  Alternative anti-fouling paints, capable of providing an equivalent level of protection, are available but are approximately three times more expensive.  
6.3.2
There are 1534 ships on the UK flag to which the Regulations will apply, of varying sizes, the majority of whom (90% plus) have already applied compliant systems due to the fact that TBT has been banned as an active biocide in anti-fouling paints since the late 1990’s. In this timescale most ships would have replaced its anti-fouling system under normal routine operational maintenance, as ships would have had to apply a non TBT anti-fouling system due to no TBT products being available on the market.  This naturally brings the ship into line with the EC Regulation, hence, we assume there are no additional policy costs as a result of option 2.  The main additional cost of option 2 to industry will be the survey and certification of the ship to show compliance to the Regulation, discussed in section 6.4 below.  
6.3.3 
The additional cost already incurred by the shipping industry for not being able to use a TBT anti-fouling system has been worked out as 1534 UK Registered ships divided in to 3 Wetted Surface Area (WSA)
 categories  X differential in cost per square metre of TBT paint against non TBT paint of those specific categories (see figure below). It has been assumed that this cost has been principally borne over the past five years during normal routine operational maintenance.
	No. of  Ships

by (WSA size)
	Differential Cost of TBT/non TBT Paint (£)
	Total cost 
(£)

	
	
	

	1102  (300m2)
	200
	220,400

	300 (3000m2)
	3,000
	900,000

	132 (12000m2)
	30,000
	3,960,000

	
	
	

	Total
	
	5,080,400


6.3.4
As these costs will be borne equally by all impacted business sectors in Europe, the UK Shipping and paint industry sectors will not be put at a competitive disadvantage.  These costs are expected to fall in the long-term as the paint supply market adapts to and innovates in response to the ban on organotin compounds and the demand for alternative coatings increases.

6.4
Administrative costs:

6.4.1
Administrative costs associated with Survey and Certification must also be taken into account.  Anti-fouling certification is likely to cost between £376 and £658 per ship, based on the £94 hourly rate charged by the MCA at the time of calculation, and an assumed workload of 4-7 hours.  Of the 1534 ships on the UK Register 599 fall in to the category of self declaration
 leaving 935 ships which require survey and certification. This generates an estimated maximum cost of £615,230 thousand approx. for all 935 relevant ships on the UK flag.  This is likely to be an over estimation as ships may require less hours work to achieve certification.  This cost is set to be a recurring cost on a five yearly basis. Once again this is a maximum recurring cost as renewal of certification is likely to require less work than initial certification.  It should also be noted that by the time of writing it is anticipated that a large proportion of these vessels will have undertaken the initial survey and certification work for international trading purposes (see table below).

Survey & Certification costs

	No. of Ships
	Average Survey cost (£)
	Total Cost

(£)
	Annual Cost (£)

(over five years)

	
	
	
	

	935

	658

	615,230
	123,046

	
	
	
	


6.5.2
The UK Regulations are likely to affect a small volume of charities and voluntary organisations, such as sail training organisations.  However, the impact will be the same upon all users of anti-fouling systems and is not considered by the MCA to be unreasonable.
6.6
Social

6.6.1
There would not appear to be any significant social costs or benefits associated with the UK Regulations beyond those considered in the sections above on the environment.

7.
Small Firms Impact Test

7.1
The proposed legislation will have an effect commensurate with the size of the vessel operated by a company.  A number of smaller firms operating smaller vessels will have already been impacted on by EC directive 76/769/EEC in 1999 and amended by European Council Directive 2002/62/EC on the Marketing and Use of Certain Dangerous Substances and Preparations, adopting measures to control potential adverse impacts associated with the use of tributyltin compounds in anti-fouling paints on vessels of less than 25m in length.  

7.2
It is envisaged that relevant parties in the coatings and shipbuilding industries will be impacted upon equally over the range of business size due to the all encompassing nature of the Regulations. 

7.3
The MCA will be consulting with a number of trade associations with regards to the proposed regulations, including the British Marine Industries Federation (BMF) whose membership includes small and medium sized enterprises, the Royal Yachting Association and the British Chamber of Shipping. The coatings industry is generally made up of large international companies but the consultation will include the chandlery industry in order to reach smaller suppliers.

7.4
It is envisaged that a specific Small Firms Impact Test will not be required as the consultation should provide adequate information on this point. This will be kept under review during the consultation process and in the production of the final Impact Assessment.
8.
Competition Assessment
8.1
As the measure will be implemented in line with the content of the EU Regulation and the Convention it is not considered that there will be any significant competition issues for the UK shipping or UK paint manufacturers. The draft Regulations will provide for a level playing field under International and European Community law.

9.
Enforcement, Sanctions and monitoring
9.1
Enforcement would be carried out by the Maritime and Coastguard Agency as part of its existing enforcement activities. 
9.2
The Regulations provide for inspection of ships.  The provisions are in line with normal international maritime law.

9.3
 The Regulations also include provision for detention of a ship in certain circumstances e.g. where a surveyor of ships has clear grounds for believing that organotin compounds which act as biocides have been applied to a ship on or after the Regulations coming into force, in contravention of Article 4 of the EC Regulation.  

9.4
The UK Regulations would provide for sanctions for non-compliance with the EC Regulation.  This will include provisions to fine the relevant parties an amount not exceeding the statutory maximum where there is a summary conviction.  Where a person is convicted on indictment, the Regulations do not impose any limit on the level of the fine.  These penalties are in line with those for other maritime pollution offences and are considered to be proportionate to the nature of the offences. 
9.5
The Home Office and the Scottish Government Justice Department have indicated their satisfaction with these provisions.

	Specific Impact Tests: Checklist


Use the table below to demonstrate how broadly you have considered the potential impacts of your policy options.  

Ensure that the results of any tests that impact on the cost-benefit analysis are contained within the main evidence base; other results may be annexed.

	Type of testing undertaken 
	Results in Evidence Base?
	Results annexed?

	Competition Assessment
	Yes
	No

	Small Firms Impact Test
	Yes
	No

	Legal Aid
	No
	No

	Sustainable Development
	No
	No

	Carbon Assessment
	No
	No

	Other Environment
	Yes
	No

	Health Impact Assessment
	Yes
	No

	Race Equality
	No
	No

	Disability Equality
	No
	No

	Gender Equality
	No
	No

	Human Rights
	No
	No

	Rural Proofing
	No
	No


	Annexes


 MACROBUTTON  PastePlainText < Click once and paste, or double click to paste in this style.> 
� Formulae used for WSA Denny Mumford


� ship of more than 24 metres or more in length, but less than 400 gross tonnage engaged in international voyages


� Total UK fleet 1534, of that, 935 must comply with UK survey & certification requirements


� Survey cost identified as £94 multiplied by average 7 hours survey time
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