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We are here today because we are aware of the serious energy challenges that we all face. We need to tackle climate change by reducing carbon dioxide emissions. And as we move to increasing dependence on imported energy, we need to ensure secure, clean energy at affordable prices. 

CCS Overview

No single technology or process will deliver the emission reductions needed to keep carbon dioxide emissions within the targeted limits. As the Stern review said, even with strong action to encourage the uptake of renewables and other low-carbon technologies, fossil fuels may still make up to half of all energy supply by 2050. 

If proved effective, carbon capture and storage could help reduce emissions from new coal-fired power stations planned over the next few decades - especially in India and China. The International Energy Agency estimates that CCS has the potential to contribute up to 28% of global carbon dioxide mitigation by 2050. Clearly, it is a technology with significant potential.  

Industry / CCSA

That is why I am so pleased to be here with the Carbon Capture and Storage Association today. I am delighted to see the companies which will be involved in all parts of the carbon capture and storage industry coming together.

We in government want to work with you to come up with the innovative solutions we need to meet our carbon challenge. 

There are large and small companies to fill many niches, many represented here this afternoon. The UK has wide experience of CO2 capture, especially in the oil business. We also have significant expertise in subsurface evaluation, fabrication of offshore equipment and geo-engineering technologies because of the North Sea. The experience that oil and gas companies bring to this process will play an enormous role in realizing CCS technology on a global scale. 

Financing and managing power and offshore projects are also areas where the UK has a strong track record. And Carbon trading is increasingly undertaken through London markets.

The UK is also well-served with potential storage sites, particularly under the North Sea. 

I believe that UK industry is very well placed to drive forward the CCS projects we need. This view has been borne out by the number of companies that have come forward with projects - I am aware of at least 7 potential commercial-scale CCS demonstration projects in the UK. 

Demonstration and Competition

I recognise that there are barriers to the development of CCS technology. There is regulatory uncertainty. There are still technical risks associated with commercial-scale CCS demonstration. CCS is expensive, particularly at this demonstration phase. We are committed to working with you to ensure that the UK plays a key role in the development of carbon capture and storage. I would now like to move onto what we are doing to remove these barriers.  

First, the energy review last year made clear that the next step needed to realise the potential of CCS technology would be commercial-scale demonstration. We then conducted a process to ensure that our understanding of the potential costs of such a demonstration is robust. I am grateful to all those involved in the projects concerned for their participation in that valuable work. The Chancellor subsequently announced in the budget this year that a competition will take place - to build the world’s first commercial scale carbon capture and storage demonstration project in the UK. We will launch the competition this year. Further details, including an indication of criteria, will be announced in the Energy white paper which will be published tomorrow. 

I recognise that taking part in this competition will be hard work, and that it may be costly. I would like to reassure you that the Government will work closely with you and keep you informed as the competition design takes shape. This is a complex process, and we need to ensure that we get the best out of this opportunity. 

Demonstrating CCS in the UK will not only allow us to confirm our leadership on climate change. It will also help us to gain a greater understanding of this technology, to reduce technical risks and to take the first steps towards longer-term cost reductions and deployment. This process will also build on the expertise already in the UK and offer industry the opportunity to get a head start in the design, construction and operation of CCS. 

Industry can then start to build the skills base and supply chains which will put UK businesses in a strong position in the global market place. I hope you will seize this opportunity. 

Turning to slightly smaller-scale demonstration and R&D, we have allocated £35m for the demonstration of Carbon Abatement Technologies (which includes Carbon Capture and Storage). The successful projects from the first call will be announced shortly, and we are currently considering the scope of further calls. We are also allocating £20m in the current Technology Strategy programme for clean energy technologies which includes carbon capture and storage technologies.

Wider Activity on CCS

Moving on to regulation. We have set up a cross-government regulatory task force to develop a regulatory regime. This will ensure the safe and reliable storage of carbon dioxide which will provide greater legal certainty to CCS project developers. It will also reassure the public and NGOs that we are not creating an environmental problem for future generations. We will be consulting on the appropriate regulation as our ideas develop. I hope CCSA members will contribute fully to this process. 

The UK has also already successfully lobbied for an amendment to the London Protocol to allow CO2 to be stored in the sub-sea bed. The UK is working towards an amendment in the OSPAR convention, governing North East Atlantic waters by June. We are also leading on work to get CCS recognised in the EU Emissions trading scheme. 

European interest in the potential of CCS is growing and this has been aided by CCSA members’ activity. The European Commission’s ambition of up to 12 demonstration projects by 2015 - with a view to commercial deployment by 2020, if technically and economically feasible to do so - was endorsed by Heads of State and Government at the European Council in March. 

We have been working closely with the Commission and other EU partners as they work to bring forward proposals later this year for an EU regulatory framework for CCS and a mechanism to stimulate these demonstration projects. 

I hope that the project that goes ahead following the UK competition contributes towards this goal. The UK can’t go it alone. As the Stern report highlighted, there is a need to demonstrate different technologies, for international cooperation and knowledge-sharing in order to accelerate CCS development. 

Future Deployment

And now looking further ahead, under current arrangements where CCS is not rewarded through the EU Emissions Trading Scheme, CCS is inevitably far more expensive than conventional generation. This underlines the need to press for an effective multilateral carbon market framework -  producing a robust carbon price and sufficient forward commitment in the EU ETS to give confidence to investors. It is to this end the Government is leading on recognising CCS in the EU Emissions Trading Scheme. We are aiming to opt projects into phase II, and for CCS to be explicitly included in phase III of the ETS. 

International

The UK also supports recognising CCS in the Clean Development Mechanism for developing countries. We have also been working hard bilaterally, and through the EU and G8 with developed and developing countries - to facilitate the deployment of CCS world-wide. For example, the UK is leading the joint EU-China Near Zero Emissions Coal (NZEC) initiative in China - which should report on options for a CCS demonstration plant in 2008. 

Closing

Finally, I would like to take this opportunity to encourage the industry to continue to work with government to meet the greatest challenge of the 21st century. This is a crucial time. We must ensure that over the next few years we have a portfolio of competing technologies across the world, to help us all tackle climate change and secure this country’s energy future. Your contribution will be vital. 

Thank you. 

