The Business Case for Carbon Capture and Storage (CCS):

A British-Norwegian Workshop

London, April 23, 2008

The objective of this workshop was to ascertain the existence of business opportunities for UK and Norwegian companies engaged in the CCS field. The development of a cluster in this industry would be a natural extension of the political cooperation on CCS that has existed between the two countries for a number of years. Jeff Chapman, chairman of the Carbon Capture and Storage Association, underlined the importance of viewing CCS as an opportunity for value-added, not a cost to the industry. The organisers of the workshop were the Carbon Capture and Storage Association, Deutsche Bank, the Norwegian Embassy and Innovation Norway UK.
Michael Jacobs, senior special advisor to Prime Minister Gordon Brown opened by giving an overview of the British Government’s approach to CCS. The UK’s main focus at this point in time is an ongoing competition between different technologies to obtain funding for a pilot project. The Government has narrowed the competition to post-combustion technologies, to the disappointment of those that believe that governments shouldn’t “pick winners”.  The UK government is equally active in lobbying for the creation of a regulatory framework for capturing and storing the CO2 and supporting the EU demonstration plant programme -  all with an eye on developments in China, where CO2 capture is, and will be, most urgently needed.
Financing CCS is an altogether different matter, and the subject of the following two presentations, from Deutsche Bank and Climate Change Capital. Deutsche Bank ‘s tale was one of trying to convince equity investors that CCS is relevant, significant, and that money can be made in the process. It is clear that CCS is still in the early stages from a banking perspective and that much remains to be done before it can compete for investors’ attention. One way of making the sector competitive is to improve the pricing mechanism, by putting a price on carbon. That was the topic of Climate Change Capital’s presentation: according to their calculations, €90/tonne CO2 would be needed – a far cry from the €25/tonne on which it trades today.
Two companies that are ready to take on CO2 are Aker Clean Carbon and Sargas – who presented next. The former company is focussing on post-combustion capture - “Just Catch” technology - which it believes will dominate in the next 10-15 years. Aker Clean Carbon is active at Kårstø, Mongstad and will participate in the UK CCS competition   Sargas showcased its “ready-to-go” concept: a complete power plant concept with high-pressure CO2 capture that they believe is practical, proven and profitable (€13/tonne CO2). The company claims the ability to capture up to 99% of the CO2, substantially ahead of the 85% range typically available. 
E.ON UK is involved in traditional power production, renewable energy as well as CCS. They believe that CCS will play a very important role in the UK, especially if no new nuclear capacity is built. But the audience was warned that rising capital costs are affecting the industry, and that CCS is becoming even more expensive as a result. 
The final three presentations came from AMEC, StatoilHydro and SINTEF. StatoilHydro highlighted the importance of CCS due to technology lock-in: China builds two new coal plants every week, implying that coal will be employed in the foreseeable future on a massive scale. And the most efficient  way to make coal “clean” is CCS. Lastly, it is important to first pick the low-hanging fruits – projects that are relatively easy to implement – in order to gain experience, prove the storage business and gain public enthusiasm for the technology. 
In conclusion, CCS is here to stay. But we have some way to go. What is holding CCS back?

We need a regulatory framework for transportation and storage, we need the “right price” (financial incentives) and we need to widen the circle of participants: Canada, Australia are coming on board, but progress will be slow without the weight of the EU. 
For more information, contact Knud H. Nørve, knud.norve@innovationnorway.no 

