Consultation on the future of CCS in Europe
Response of Rotterdam Climate Initiative

General
We appreciate the effort of the Commission to seek for advice for developing an improved CCS strategy. We observe, however, that the questions (and their possible answers) only cover a part of that desired strategy, some essential parts are missing. First of all it is not clear what role the EU wants to play in the development of CCS. Second, no strategic questions are asked about the development of CCS in the different phases of  that development. EU-ETS, e.g., is an instrument suitable to stimulate the full scale deployment phase, it is however unsuitable as  a driving force for the demonstration/early deployment phase. Thirdly, the lessons to be learned from the current situation are not addressed. We will first give our own position on these three essential issues before answering the questions.
 
Issue 1: EU should be a frontrunner in the development of CCS
The mitigation of climate change requires the implementation of a portfolio of options that includes early development and deployment of CCS (IEA).  The EU thus has to have a strategy to develop CCS starting from the early stage of today up till later full scale deployment. 

The EU imminently needs to address the current issue on the lack of progress in the development of CCS.
 
Issue 2: EU should develop adequate support which takes into account the different needs of each development stage of CCS
There is a distinction to be made between demonstration/early deployment and the full scale or commercial deployment stage. 

The early deployment of CCS is a part of the learning stage. The special characteristic of CCS is that learning cannot take place on a small scale, and thus large investments are already needed at this stage. Knowledge institutes and industry cannot solely supply these funds themselves and therefore this stage also needs substantial additional public funding. This is and will be true whatsoever, independent of the functioning of general financial instruments like EU-ETS, or specific taxes. 
The above does not mean that financial instruments (incl. EU-ETS or taxes) are not useful in the demonstration phase as they can provide certainty and confidence to the investor to spend its own money on a demonstration project, but it will never be enough to come to a solid positive or neutral business case. 

After the learning stage/early deployment has been completed the period of commercial deployment begins. The technology as well as the financial, regulatory and organizational context are now mature enough that CCS can be deployed without extra (outside) financial support. The “only thing left” to arrange is the social support for climate mitigation options. The bottom line is that society needs to pay for these mitigation costs. This can be done by, the EU-ETS, by making CCS mandatory for all fossil fuel usage, or by banning CO2 emissions by law. The EU has to decide what, when and how to do this and persevere in that decisions. 

Until now the position of the EU has been that the EU-ETS is the main instrument for climate change mitigation, notwithstanding the type and maturity of the technology. We would like to stress that other (or additional) choices are possible. This is especially true in the current situation as the development of CCS is significantly hampered by the current EU-ETS price. The price is too low and too volatile. Our view is that the demonstration/early deployment phase requires additional support on top of the EU-ETS system. Besides losing valuable time, maintaining the current situation (by doing nothing to alter the situation) also leads to the perception that the EU and the Commission do not regard the climate change issue as an urgent and important issue to tackle. 

The low EU-ETS price not only hampers the demonstration phase but it is also prohibitive to the subsequent deployment phase. As things are now CCS will not contribute to the realization of the EU targets set for 2030 and 2050.

Issue 3: EU should focus its learning and its strategy on the most excellent opportunities (i.e. North Sea Region, for CCS)
The very nature of CCS, combating large emissions of CO2 at point sources, make it big scale operation (then again so are the emission reductions). The undertaking of CCS is therefore very capital intensive. It thus makes sense to develop a learning strategy that is focused on maximizing learning’s at minimum costs. 
What has been learned in the last decade? First of all: the availability of storage sites is crucial. Secondly: an integrated transport infrastructure (pipelines, ships) using the storage sites most nearby decreases the costs of projects a lot. Thus, the feasibility and economic possibility of developing CCS to a larger scale is determined by the presence of:
· CO2 storage reservoirs;
· Availability of large CO2 sources in the neighborhood of these storage reservoirs;

Looking at Europe and these requirements one notes that these requirements are not evenly distributed over Europe. The best region in Europe for demonstration and early deployment is the North Sea region. Multiple sources and sinks are situated within this region. And : The storage locations for the CO2 are conveniently situated offshore which helps with public acceptance. One can for the sake of  “dividing the CCS cake proportionally over all countries” deny this fact, but it is better to acknowledge it and to focus on the North Sea region for the learning stage of CCS. The EU (all Member States) will ultimately get more results by doing that for less expense. 

We suggest the Commission redefines its CCS learning and strategy towards effective learning in the North Sea Region. The Commission should also be in the lead as the main actor to pursue this task and work closely together with the relevant Member States and Norway to define this strategy. The Rotterdam parties are very eager to take part in such a learning process. 

Conclusion
The EU can be a frontrunner in the development of CCS. The current strategy should focus on bringing CCS to the market and organizing the European CCS learning process. The best way is to focus on large-scale learning activities in a region with excellent opportunities: the North Sea region. This learning project should be funded by additional or specific public funds and partly by the private sector. 

Deployment instruments (like EU-ETS) should be continued. However the EU-ETS alone is not enough to bring the development of CCS forward. Additional financial instruments are needed especially in the learning/early deployment phase. Instruments like the EU-ETS should be applied in a consistent, predictable and ambitious manner.  


Answering the Questions posed

1) Should Member States that currently have a high share of coal and gas in their energy mix as well as in industrial processes, and that have not yet done so, be required to:
a. develop a clear roadmap on how to restructure their electricity generation
sector towards non-carbon emitting fuels (nuclear or renewables) by 2050,
b. develop a national strategy to prepare for the deployment of CCS technology.


The best region in Europe for demonstration and early deployment is the North Sea region. One can for the sake of  “dividing the CCS cake proportionally over all countries” deny this fact, but it is better to acknowledge it and to focus on the North Sea region for the learning stage of CCS. The EU (all Member States) will ultimately get more results by doing that for less expense.

Note: We are worried about the phrasing and the intention of this question. First of all, the Commission seems to re-focus on electricity production solely instead of developing a policy for all fossil fuel based industries. Secondly, the description of the non-carbon emitting fuels is incomplete; it should include the use of fossil fuels combined with CCS. 


2) How should the ETS be re-structured, so that it could also provide meaningful
incentives for CCS deployment? Should this be complemented by using instruments
based on auctioning revenues, similar to NER300?

For the large-scale deployment stage you need different instruments than for the learning stage. So the question cannot be answered without taking this fact into account. 

Early deployment: We have already argued in the preamble that the EU-ETS could be one but not the sole sources of funding. Especially because of the low EU-ETS price additional funding is needed. In the long run however it does help to have a an already properly functioning EU-ETS, because that will convince investors and the private industry that the EU is serious and consistent about climate change. 

Commercial deployment phase: the only instrument needed for CCS is a high (enough) and stable price for CO2. The current ETS system does not provide that, nor does the current situation provide some certainty that it will ever come to that situation. The focus of the commission should be on restructuring the EU-ETS in order to “guarantee” an adequate, high enough and stable, EU-ETS price. 

Restructuring of the EU-ETS system to regain confidence in the system. Both short term measures and long term measures will be required:
· short term, using instruments as backloading to cancel the excess in EU-ETS rights
· caps for CO2 in accordance with the 2030 and 2050 decarbonisation targets should already be introduced.
These measures should lead to a significant, non volatile, EU-ETS price of at least 40 €/ton of CO2. Studies have proven that below this price deployment of CCS in Europe is not going to happen.

When an adequate EU-ETS price is not realized the only option left to realize long term decarbonisation targets is to make implementation of CCS mandatory.



3) Should the Commission propose other means of support or consider other policy
measures to pave the road towards early deployment, by:
a. support through auctioning recycling or other funding approaches
b. an Emission Performance Standard
c. a CCS certificate system
d. another type of policy measure

You have to learn how to walk before you can start running. Learning how to walk, realizing large scale demonstration projects, is of outmost importance. Because of this there is no immediate need for supporting policy measures suited to the deployment phase. Such a decision (and discussion), however, is better postponed until the learning stage for CCS has been carried out for a large part. 
What could help however is to already decide to require capture readiness for large new CO2 sources, both power sector and industry. These installations will be in operation over the next 40 years to come. Somewhere in their lifetime these installations will be equipped with CCS. 


4) Should energy utilities henceforth be required to install CCS-ready equipment for all
new investments (coal and potentially also gas) in order to facilitate the necessary
CCS retrofit?

The installment of CCS-ready equipment should not be restricted to just the power sector. Industrial installations are equally important in that respect. Large installations in industry and power sector have a life time of at least 40 years if not more. This means that within the lifetime of these installation CCS will become a reality. Therefore any new (large) source of CO2, whether coal fired, gas fired or industry,  should make provisions to later install CCS. 

[bookmark: _GoBack]The Commission should develop supporting and necessary legislation to reach an EU level playing field for the application of capture-readiness in EU Member States. This legislation should include increasing demands when the years pass and the CCS technology further develops. 


5) Should fossil fuel providers contribute to CCS demonstration and deployment through specific measures that ensure additional financing?

Note: CCS on industrial emissions is equally important as CCS within the power sector. 

It seems logical to require the polluter to pay for its emissions. However large industries competing at a global level have the option of relocating outside Europe, they have to a certain extent to be made exempt from paying a higher price for their energy. This will ultimately result in placing an additional financial burden on those enterprises not facing global competition and the general public. This is just “a fact of life” we have to endure.


6) What are the main obstacles to ensuring sufficient demonstration of CCS in the EU?

To name the most important ones:
· Stable and high enough EU-ETS price;
· Long term  liability and the requirements that have to be met to be able to transfer the liability to the state. The liability can only be transferred to the state 20 years after completion of the storage and the requirements are very stringent;
· Public perception. Communicating the need for CCS in order to have climate mitigation at affordable cost and proof of principle regarding storage by demonstrating storage off shore;
· Implementation of climate policy elsewhere in the world will help obtain support for climate mitigation in Europe.


7) How can public acceptance for CCS be increased?

Convincing the general public on the necessity of climate change mitigation is a prerequisite. Being honest about the unavoidable use of fossil fuels for the decades to come is the second “fact of life”. With these facts taken into consideration CCS becomes a logic mitigation option. 

The underground storage of CO2 seems to be the subject most feared/misunderstood by the general public. It helps to build confidence in the storage technology by developing some large-scale storage sites offshore. Prove that they are safe. Show that the monitoring is possible and reliable and that the regulatory arrangements do function. The next onshore application will then be able to show convincingly that it poses no harm. 



