Rt Hon Ed Miliband MP Rt Hon Heidi Alexander MP

Department of Energy Security and Net Department for Transport
Zero 33 Horseferry Road

3-8 Whitehall Place London

London SW1P 4DR

SW1A 2AW

27 February, 2026
Dear Secretaries of State,

Cc: Rt Hon Rachel Reeves MP, Rt Hon Peter Kyle MP, Keir Mather MP

Joint letter: Call to retain the July 2026 extension of the ETS to domestic and port
maritime emissions

We are writing to urge the UK Government to retain the 1st of July 2026 date for the extension
of the UK Emissions Trading Scheme (UK ETS) to domestic shipping and port emissions.

Delaying the extension of the UK ETS to domestic shipping and port emissions would delay the
only currently planned policy to tackle emissions from the sector.

Unlike cars, vans, and trucks, shipping is not currently subject to fuel or emission charges, while
road users paid nearly £25 billion in fuel duty in 2024/25. The estimated £250 million of annual
revenue from the ETS is a fraction of the £1 billion annual cost to the sector if fuel duty were
applied to shipping. The extension of the ETS is therefore important for ensuring tax fairness
across transport modes and providing the right signals for the sector to decarbonise.

Crucially, the extension of the ETS provides an important revenue generation opportunity of
£250 million annually, which could be used to fund public services or invested in the sector's
decarbonisation. This includes onshore power and green fuels powered by domestic
renewables, supporting the Government’s clean energy mission and improving energy security
by weaning the sector off imported fossil fuels.

The UK should not be allowed to fall further behind the EU in this regard. The EU ETS already
covers domestic and international shipping and is expected to raise ~£8.7 billion per year, with
plans to mobilise £2.5 billion to scale up green fuel production by 2027.

The impact on consumers is expected to be minimal; for example, increased costs associated
with Irish Sea crossings are estimated to be less than 2%, not the 6% heard in other estimates.
Overall, adding just pence to the costs of large goods such as TVs and refrigerators.

The shipping sector has already had four years to prepare for this change and already monitors
its emissions under the UK Monitoring, Reporting and Verification scheme. The adjustment
period provided until April 2028 provides ample time for operators to familiarise themselves with
the scheme.

We therefore urge the Government to retain the 1 July 2026 date for the extensions of the UK
ETS to domestic shipping and port emissions.


https://commonslibrary.parliament.uk/research-briefings/cbp-10340/
https://www.transportenvironment.org/uploads/files/Last-chance-saloon-ETS-briefing-25.02.25.pdf
https://www.transportenvironment.org/uploads/files/Last-chance-saloon-ETS-briefing-25.02.25.pdf
https://www.transportenvironment.org/uploads/files/June_2025_ETS_consultation.pdf
https://transport.ec.europa.eu/news-events/news/commission-unveils-sustainable-transport-investment-plan-strategic-approach-boost-renewable-and-low-2025-11-05_en
https://www.transportenvironment.org/uploads/files/Last-chance-saloon-ETS-briefing-25.02.25.pdf
https://www.transportenvironment.org/uploads/files/UK-ETS_-A-crucial-policy-for-the-shipping-sector_Feb-26.pdf
https://www.telegraph.co.uk/business/2026/02/14/labour-hammers-northern-ireland-with-new-green-shipping-tax/
https://www.gov.uk/government/consultations/developing-the-uk-emissions-trading-scheme-uk-ets#documents
https://assets.publishing.service.gov.uk/media/6925919c33d088f6d5da2ccd/uk-ets-domestic-maritime-main-authority-response.pdf
https://assets.publishing.service.gov.uk/media/6925919c33d088f6d5da2ccd/uk-ets-domestic-maritime-main-authority-response.pdf

We would welcome the opportunity to discuss this further and stand ready to support both
Departments in the extension of the UK ETS to domestic shipping emissions.

Kind Regards,
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