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EURELECTRIC is the voice of the electricity industry in Europe.

We speak for more than 3,500 companies in power generation, distribution, and supply.

We Stand For:

Carbon-neutral electricity by 2050

We have committed to making Europe’s electricity cleaner. To deliver, we need to make use of all low-carbon technologies: more renewables, but
also clean coal and gas, and nuclear. Efficient electric technologies in transport and buildings, combined with the development of smart grids and a
major push in energy efficiency play a key role in reducing fossil fuel consumption and making our electricity more sustainable.

Competitive electricity for our customers

We support well-functioning, distortion-free energy and carbon markets as the best way to produce electricity and reduce emissions cost-efficiently.
Integrated EU-wide electricity and gas markets are also crucial to offer our customers the full benefits of liberalisation: they ensure the best use of
generation resources, improve security of supply, allow full EU-wide competition, and increase customer choice.

Continent-wide electricity through a coherent European approach

Europe’s energy and climate challenges can only be solved by European – or even global – policies, not incoherent national measures. Such policies
should complement, not contradict each other: coherent and integrated approaches reduce costs. This will encourage effective investment to ensure
a sustainable and reliable electricity supply for Europe’s businesses and consumers.

EURELECTRIC. Electricity for Europe.
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KEY MESSAGES

- CCS has the potential to play an important role in helping to meet Europe’s longer-term
greenhouse gas targets and in ensuring cost-competitive and diverse energy supplies;

- Europe’s CCS demonstration programme has not progressed in line with expectations, but it
remains important that the technology is developed and demonstrated on an industrial
scale;

- At this stage the policy priority should be to incentivise the construction of CCS
demonstration units and reform the EU Emissions Trading System so as to provide a longer-
term incentive to implement the technology;

- CCS is a technology still to be demonstrated at large scale. It will need public support during
the demonstration and early deployment phase; the EU institutions and national
governments should work together to develop incentive mechanisms for demonstration;

- EURELECTRIC considers the CCS Directive to provide a satisfactory framework for ensuring
the safe and secure geological storage of CO2; however it should be taken into account that
the application of the Directive has not yet been tested for projects of industrial scale;

- While the Directive has some shortcomings, EURELECTRIC thinks that it would be premature
to revise the text at this stage, particularly given the lack of operating experience with CCS
installations;

- Some of the potential obstacles to developing CCS are found in the Commission’s Guidance
documents, notably the provisions on financial security, and in Member State
implementation of the Directive; these issues could be handled without a revision of the
text.

- Carbon dioxide utilisation (CDU) could be a useful means of optimising the technology and
EURELECTRIC therefore recommends amending the EU ETS Monitoring Guidelines to make
CDU eligible.

- EURELECTRIC supports the capture-readiness requirements in the Directive which apply to
new fossil-fired plants; these ensure that capture facilities can be retrofitted if CCS becomes
commercially available;

- EURELECTRIC does not support the introduction of an emissions performance standard (EPS),
as this would not incentivise the development of CCS effectively and would cut across the EU
ETS.

WG Thermal and Nuclear
Chair Gwyn Dolben

Contact:
Niina Honkasalo, Advisor – nhonkasalo@EURELECTRIC.org

Anne-Malorie Geron, Head of Unit, Energy Policy and Power
Generation, amgeron@EURELECTRIC.org

Consultation on the Directive on carbon capture and storage
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INTRODUCTION

EURELECTRIC believes that CCS is a fundamental climate technology and a key enabler of a carbon-
neutral power sector. All serious analyses – including EURELECTRIC’s - reveal that the cost of
decarbonising the EU economy and the power sector without CCS will be far higher. This is a
particular concern at a time of increasing industrial competition from other trading blocs and worries
about the cost-competiveness of European energy supplies. CCS potentially has additional benefits in
terms of ensuring a diverse fuel mix and promoting markets for European technology, given the
continuing expansion of fossil generation, particularly in Asia. CCS can help to decarbonise not only
the power generation sector but also a number of energy-intensive industries where there are few
other  options for decarbonisation.

When the CCS Directive was adopted in 2009 the European Council had set an objective for 12
commercial-scale demonstration projects to be in operation by 2015. However, this ambition has
not been realised. No CCS demonstration plant has yet been built in Europe, because of a
combination of factors, including the economic downturn, the knock-on effects on the carbon
market and lack of public funding. In EURELECTRIC’s view, EU policy and measures to promote CCS
should now focus on 1) enabling demonstration of CCS 2) the reform of EU ETS. No further
obligations on market actors should be applied at this stage.



Funding for CCS demonstration and reform of EU ETS to be prioritised as measures to
drive CCS in Europe

EU policy and measures to promote CCS should focus on enabling the demonstration of CCS and
reform of EU ETS. EURELECTRIC sees the EU ETS as the cornerstone of Europe’s climate policy.
The ETS has a pan- European scope and preserves technology neutrality, thereby ensuring
competition between rival low-carbon solutions and cost-effectiveness. The sole purpose of CCS
is to reduce atmospheric emissions of CO2, so the technology is dependent on a strong carbon
price to become commercially viable. In EURELECTRIC’s view, the EU Emissions Trading Scheme
should be strengthened by implementing a market stability reserve starting in 2017 and
incorporating the current backload. As part of the 2030 climate and energy framework, Europe
should set an economy-wide, binding  greenhouse gas reduction target of at least 40% compared
to 1990.

However, even though the process of ETS reform has now started, it alone will not ensure the
commercial viability of demonstrators and early deployment of CCS. EU ETS is the most suitable
instrument for driving investments in mature low carbon technologies, but not demonstration
projects and innovation. In addition, the reform of EU ETS will take time. As a solution
EURELECTRIC recommends an ‘ETS plus’ approach, i.e. EU ETS plus complementary innovation
policies. Public funding is needed to enable the demonstration of technologies not yet proven at
commercial scale such as CCS. CCS technology not only requires major investment but also has
high operational costs. For the first commercial scale projects that cover the full CCS chain,
operating aid may therefore be necessary as well as capital support. Ideally the programme
enabling CCS demonstration should cover a broad spectrum of technologies, as it is not yet clear
which options will be the most cost-effective.

Revision of CCS Directive premature at this stage

At the present time the CCS Directive provides a satisfactory framework for the safe and secure
geological storage of CO2. Given that no large-scale CCS plant has yet been developed and that
operating experience is therefore limited to pilot plants,  EURELECTRIC considers that it would be
premature to revise the CCS Directive at this stage. Although there are some shortcomings in the
CCS Directive, these have not been a major factor in delaying demonstration of the technology.

However, some barriers to the development of CCS are associated with the Guidance documents
and with national implementation of the Directive rather than the Directive itself. In this light, we
recommend amendments to the Guidelines, and measures on a national level to address barriers
linked to implementation of the Directive. Also these measures should avoid increasing
regulatory risk.

EURELECTRIC would like to see the following amendments made to the Guidance documents:

 Financial security – GD4 puts in place onerous requirements around financial securities,
such as a preference for highly liquid, upfront financial securities. These requirements
should be revisited and made more practicable so as to effectively enable the safe and
secure storage of CO2. EURELECTRIC recognises that the risks originating from the failure
of a storage site are potentially significant. However, the guidance should recognise that
although CCS faces high (potential) costs should an operator fail, the probability that this
failure happens is actually very low. There should be a probability-based adjustment
mechanism to calculate in a fair way the risk of leakage and the necessary amount of
Financial Security (FC) to be set aside by the operators.
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 Contingent liabilities created by the inclusion of storage sites under the EU ETS – the CCS
Directive requires storage site operators to surrender EUAs in the event of CO2 seepage
to the atmosphere. This liability is unquantifiable (as the future value of the EUAs is
unknown) and potentially very large relative to the value of the storage activity. This
creates a major barrier to investment in CCS. The Commission should provide clear
guidance in GD4 that this risk can be shared between the operator and the competent
authority.

Areas in which the Directive potentially represents an obstacle to CCS deployment in Europe and
could thus be improved are as follows:

 Article 3: Differentiation between minor and major leakages – currently the Directive
imposes a 10-year leak-free period before a store can be transferred to the competent
authority. If a leak occurs in this period, however minor, the 10-year period is reset. Leaks
based on geological faults and leaks thosecaused by technology or human action should
be distinguished. A 10 year restart period should be applied for the former but no such
period for the latter case

 Article 10: According to the Directive the Commission reviews the draft storage permits.
This requirement should be reconsidered due to the unnecessary delays it causes for the
process.

 Article 18: There are uncertainties regarding the transfer of storage site to the state. This
applies to both the duration and costs of this phase.

Member States should implement the Directive in a way which facilitates rather than blocks the
development of CCS. They should also, in conjunction with the Commission, address public
acceptance issues by promoting an open and fact-based debate on the benefits and risks of CCS.
Storage sites should be permitted on a non-discriminatory and transparent basis and clearer rules
regarding the granting of third party access to transportation pipelines and storage sites should
be considered.

EU policy to focus on positive incentives for demonstration, not obligations

The Consultation document raises the issue of possible new measures to promote CCS in Europe.
In EURELECTRIC’s view EU policy and measures to promote CCS should now focus on enabling
demonstration of CCS rather than imposing further obligations on market actors.

Currently, new fossil power stations have to meet the capture readiness requirements of the CCS
Directive, including consideration of capture, transportation and storage options and an
obligation to allow sufficient space to retrofit capture equipment. EURELECTRIC believes that
these existing provisions are a proportionate means of avoiding long-term potential “lock-in” of
carbon emissions.

EURELECTRIC does not see the need to strengthen these requirements, given that, despite the
technical progress made, CCS is not yet commercially viable. The next step should be to
demonstrate the technology, rather than to change the regulatory framework. It is not yet clear
which CCS technology will be the most cost-effective and therefore which impact it will have on
individual power plants.
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EURELECTRIC also does not support the adoption of Emission Performance Standards for the
following reasons:

- an EPS would overlap and undermine the ETS as the key mechanism to reduce GHG
emissions without providing a workable basis for the demonstration and early
deployment of CCS.

- Nowhere in the world has the introduction of an EPS provided a positive incentive to
build CCS. The often-mentioned California example, for instance, has not resulted in any
CCS unit coming on line.

- Depending on the threshold chosen, the EPS is likely to lead governments – or the EU – to
pick winners without respecting the principle of technology neutrality, potentially
endangering fuel diversity and affordable electricity supply.

Ultimately it is not possible to mandate CCS via an EPS until the technology is commercially
viable. Article 38.3 of the CCS Directive requires the Commission to examine the need for
emission performance standards only once the economic feasibility of CCS has been
demonstrated.

Interaction with EU ETS

EURELECTRIC does not agree with the suggestion that CO2 emission allowances should be granted
to storage facilities. EU ETS is based on the principle that CO2 emitters have to aquire allowances
that cover their emissions. EURELECTRIC considers it important not to diverge from this principle.
Moreover, operators of different elements in the CCS chain, i.e. capture, transport and storage,
may and probably will be different entities. Hence suggestions that allowances be given to
operators of CO2 storage would place the incentive at the wrong part of the chain, since the
principal costs of CCS occur at the capture rather than storage stage. In order to ensure that
carbon is captured and stored at the lowest overall cost to society, the CCS chain must be
financed in an appropriate way.

Carbon dioxide utilisation (CDU) is one opportunity for improving the economics of the CO2 into
commercially viable products and in EURELECTRIC’s view this should be taken into account in the
EU ETS Monitoring Guidelines. Currently CDU is not eligible under EU ETS.

CCS can also be applied to power generation or industrial applications using bioenergy. Bio-CCS
can generate negative carbon emissions, and the Commission should ensure the inclusion of
negative emission credits from bio-CCS in the EU ETS mechanism.

Standardisation

The consultation raises the possibility of developing further standards on CCS. EURELECTRIC
considers that development of standards, for instance for transportation networks, would indeed
be helpful, but due to the lack of experience of this technology it is too early to prepare stardards
now. We welcome standardisation once the technology has been demonstrated at commercial
scale.
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