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23rd May 2006
EU Emissions Trading Scheme (Phase II)

Department for the Environment Food and Rural Affairs

3/F3 Ashdown House

123 Victoria St

London SW1E 6DE
Consultation on the Phase II UK Draft National Allocation Plan
This is the response of the Carbon Capture & Storage Association (CCSA) to the above consultation:

Background:

1.
The CCSA believes that the EU ETS is the correct market based instrument to attribute value to reduced carbon emissions and should provide an incentive to invest in carbon mitigation technologies in the longer term. However, in the near term the EU ETS is not a sufficiently robust market on which to make major investment decisions. That is why the CCSA has urged HM Treasury in their recent consultation to establish an incentive supplementary to the EU ETS to ensure that CCS projects are brought into existence in the near future.
2.
There is likely to be a number of power plants decommissioned over the next ten years amounting to a total of 12GW before 2015 and that capacity is most likely to be replaced with fossil fuel plants. It is important not to embed high emission generation capacity in the system for the coming decades. Therefore, new fossil fuel power plants should be at least ‘capture-ready’ but preferably have Carbon Capture & Storage from the outset. By 2015, the CCSA believes that at least 40 Mt CO2 pa could be abated from power and industrial sources by 2015. It is likely that fossil fuel power plants that contribute to this capacity will come on stream during Phase II but it is unlikely that CCS projects from other industrial sectors will come on stream in that time.
3.
The cost of such plant is competitive in relation to other low carbon methods of power generation.

4.
The flexibility of fossil fuel power generation with CCS means that variable demands for power can be met whilst accommodating intermittent and inflexible supplies from other sources thus maintaining reliable and secure supply whilst minimising GHG emissions.

5.
There are no substantial technical barriers to the implementation of projects now, only policy and regulatory barriers.

6.
Providing policies that incentivise CCS and regulations that give confidence to investors as well as other stakeholders are introduced quite soon then several large projects that are currently under development will go forward to completion during the period of the EU ETS Phase II.
7.
As an act of faith in forthcoming policy and in response to policy signals there are already six power projects proposed in the UK that are fossil fuel based with CCS.  One of them is gas based with a generation capacity of 475 MW and could be 

in service by 2010. Five projects are coal based with a combined capacity of almost 4GW and about half of that capacity could be in service during the latter part of Phase II. It is possible there are other projects under development under strict commercial confidence.
Recommendations from CCSA

1.
That the New Entrant Reserve has an amount of allowances ‘ring-fenced’ to ensure that allowances will be available for these projects towards the end of the period.

2.
That the environmental benefit of CCS is recognised and given special treatment against the ESI sector in a similar manner to that which is proposed for CHP.

4.
That the long term nature of this investment is recognised and that enduring allocation procedures are given consideration within the constraints of European policy development.

5.
That the development of the Phase II NAP is carefully considered to ensure the absence of unintended effects that may militate against CCS projects.

The Carbon Capture & Storage Association would like to continue dialogue with DEFRA as well as DTI and HMT to help ensure seamless workable policy instruments that favour the development of CCS and the achievement of climate objectives.
Dr Jeff Chapman

Chief Executive







Page 2

