Follow-up to the European Parliament Resolution on supporting early demonstration of sustainable power generation from fossil fuels, adopted by the Commission on 3 February 2009
1.
Rapporteur: Christian EHLER (EPP-ED/DE)

2.
EP reference number: A6-0418/2008 / P6_TA-PROV(2008)0545
3.
Date of adoption of the resolution: 18 November 2008

4.
Subject: Early demonstration of Carbon Capture and Storage (CCS) technologies

5.
Competent Parliamentary Committee: Committee on Industry, Research and Energy (ITRE)
6.
Brief analysis/assessment of the resolution and requests made in it:

The resolution is generally supportive of the Commission's Communication on supporting early demonstration of sustainable power generation from fossil fuels
. In particular, it agrees with the idea of an early implementation (by 2015) of a series (up to 12) of large scale demonstrations plants for testing at commercial size the technical and economic feasibility of carbon capture and storage technologies in the power generation sector.

However, the resolution considers that the means mobilised so far are insufficient to provide financial support to these 12 early demonstration plants and proposes additional financial means. The resolution considers that a direct financial commitment is necessary in order to ensure that 12 demonstration facilities are constructed.

In summary, the resolution proposes to use the following resources for supporting the CCS demonstration:

· the risk sharing finance facility resources held back so far (under FP7);

· the early allocation under the EU ETS system of at least 25% more allowances to CCS projects or, alternatively, the earmarking in the EU ETS of 500 millions emission allowances for CCS project in the EU;

· furthermore, the use by Member States of proceeds from auctioning emission allowances in the EU ETS to support CCS technologies and the necessary infrastructure.

7.
Response to requests and overview of action taken, or intended to be taken, by the Commission:

-
In relation to the call on the Commission to produce a detailed assessment of the cost of, and the share of private and public funding in, each of the 12 demonstration facilities; (point 12)
Each CCS project is unique and its costs heavily depend on plant size, technology used, distance to storage site, etc. Around 30 large scale demonstration projects in the power sector are currently being developed by industry. However, for none of these projects a FEED study has been finalised yet. Thus only rough cost estimates are currently available for all of these projects. Furthermore, the identification of up to 12 demonstration projects will be done after competitive tender processes and only then the share of private and public funding of each individual project, also in dependence of the contribution of the Member State, will be known. As long as the 12 demonstration projects have not been identified, no detailed cost analysis for these projects are available and no financial commitment by public authorities has been made, the task asked for by the EP can not be fulfilled by the Commission.

However, a detailed assessment of the cost of, and the share of private and public funding for demonstration projects will be done progressively by the Commission, starting in early 2009. To this aim, a "CCS Projects network" will be operational from beginning of 2009 for coordination and exchange of information on CCS demonstration projects. The Commission will invite project promoters (those willing to cooperate) to submit their projects to this network, provided the projects meet a minimum set of criteria. These criteria will include an assessment of the costs of the installations, of the private funding the promoters are ready to commit on the project and of the public support expected (from the Member State and from the EU).

- 
In relation to the proposal that the risk sharing finance facility resources held back after the adoption of the Seventh Framework Research Programme until the mid-term review, should be committed for CCS demonstration facilities so as to make resources available promptly to support these projects and, if possible, to supplement them with other funds in cooperation with the European Investment Bank, as envisaged by the Commission;
The RSFF has been created to support highly intensive research companies and projects across all FP7 thematic priorities. Financial resources have already been committed to the RSFF within the FP7 and any reallocation of resources to other priorities would require an amendment to the legal base at mid term evaluation. RSFF is a successful instrument in support of research, technological development and demonstration as well as innovation, and energy is a key beneficiary.

The mandatory use of half of RSFF appropriations would in the short term stifle RSFF growth, and ultimately be detrimental to the quality of its portfolio. However, individual CCS demonstration projects could obtain loans from the risk sharing finance facility for their most risky installations, following the established procedures.
-
In relation to the proposals that, in connection with the EU emission trading scheme (EU ETS), incentives for CCS technology production should be increased, by allocating, within the EU ETS, allowances for anticipated CCS technology production with an increase of at least 25 % from 2013; that such allowances should, however, be allocated at least two years prior to construction so that they can be traded; alternatively, that an allocation of 500 million emission trading allowances for the support of the projects within the EU should be envisaged; furthermore encourages the Member States to use proceeds from auctioning emission allowances in the framework of the EU ETS to support CCS technologies and the necessary infrastructure;
The European Parliament and the Council have now adopted the revised ETS Directive. It includes a mechanism setting aside 300 million allowances for CCS and innovative renewable technologies.

The Commission is of opinion that a combination of an EU support mechanism for early CCS demonstration projects with support from the Member State using some of the proceeds from the auctioning the national quota of allowances could effectively stimulate the construction and operation of a first series of large scale CCS demonstration plants.
-----------
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