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Modalities and procedures for inclusion of carbon dioxide capture and storage in
geological formations as a project activity under the clean development mechanism

The International Energy Agency (IEA) welcomes the decision® of the sixth Conference of the Parties
serving as the Meeting of the Parties to the Kyoto Protocol (CMP 6 Decision) that carbon dioxide
capture and storage (CCS) in geological formations is an eligible project activity under the clean
development mechanism (CDM), subject to resolution of certain specified issues.

The IEA provides objective analysis and advice to IEA member and non-member countries on all
energy technologies and across the key energy policy drivers — energy security, environmental
protection and economic development. The IEA has been advising on CCS within this context for
over a decade. IEA analysis identifies CCS as a crucial part of worldwide efforts to limit global
warming by reducing greenhouse-gas emissions. The IEA estimates that the broad deployment of
low-carbon energy technologies could reduce projected 2050 emissions to half 2005 levels — and
that CCS could contribute about one-fifth of those reductions in a least-cost technology portfolio.?
Reaching that goal, however, would require around 100 CCS projects to be implemented by 2020
and over 3 000 by 2050 (see Figure 1).

Figure 1: CCS deployment by region, 2010-50
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Source: 2009 |IEA Technology Roadmap: Carbon capture and storage (IEA CCS Roadmap)

! Decision -/CMP. 6 “Carbon dioxide capture and storage in geological formations as clean development mechanism project
activities”.

? |ssues identified in decision 2/CMP. 5, paragraph 29 (CMP 5 Decision), as well as paragraph 3 of the CMP 6 Decision.

3 Energy Technology Perspectives 2010 (IEA).



As Figure 1 indicates, successful deployment of CCS in developing countries will be critical: the IEA
CCS Roadmap suggests that around 65% of required projects in 2050 will have to occur in non-Annex
1 countries. To meet this challenge, large scale funding will be required through various
mechanisms, including CO, markets. As the CDM is currently the only large scale CO, market-based
funding mechanism operating in developing countries, the CMP 6 Decision provides an important
first step towards a mechanism that will help finance CCS projects in non-Annex 1 countries. The IEA
urges countries to continue progress towards a final decision at CMP 7, reflecting the importance of
CCS deployment in these countries.

The CMP 6 Decision invites Parties and admitted observer organisations to submit to the UNFCCC
secretariat their views on how the issues referred to in paragraph 3 of the CMP 6 Decision can be
addressed in modalities and procedures for the inclusion of CCS as an eligible project activity under
the CDM. The IEA considers that significant work has been done in previous submissions to the
UNFCCC secretariat, as well as recently submitted CCS-CDM methodologies, project design
documents and other supporting documentation, towards addressing the issues identified.
Accordingly, the core of the IEA’s submission is Table 1, which draws out where this existing body of
work addresses the key issues raised.

In addition to the issues addressed in Table 1, the IEA considers that for all CCS development, in
Annex-1 or non-Annex-1 countries, it is crucial that appropriate institutional and regulatory
arrangements are in place to provide assurance regarding the protection of public health, safety and
the environment and the effective stewardship of storage sites in the short-, medium- and long-
term. Such arrangements are also required to underpin performance and associated incentive
schemes. In the case of the CDM, CCS capacity will need to be ensured within, or in support of,
relevant CDM bodies. This may take the form of, for example:

o Creation of a special Working Group on CCS that could support the evaluation and
approval of new CCS methodologies. The CCS Working Group could also assess CCS
project design documents, and provide recommendations with respect to the final
approval of these projects.

o Defining CCS as a new CDM “sector-scope” with associated accreditation of DOEs
interested in working with CCS-CDM projects. Accreditation of DOEs for CCS projects
would impose requirements on companies seeking to validate, verify and certify CCS
projects, to demonstrate knowledge and expertise in all aspects of CCS technologies.

Where this capacity is not in place, either at a national level or international level, organisations such
as the IEA can provide assistance with CCS capacity building.

The IEA also emphasises that:

e Specific modalities and procedures for CCS should only be developed to the extent necessary.
The IEA considers that many issues referred to in paragraph 3 of the CMP 6 Decision may already
be sufficiently addressed in general modalities and procedures or may be more appropriately
addressed elsewhere such as in approved methodologies or in host country regulatory
frameworks. For example, for liabilities associated with CCS projects, arrangements to address
‘local’ liability (damage to property or public health, ‘non-global’ environmental damage and
associated corrective or remediation measures) will largely be a matter for host countries to
manage within the scope of domestic CCS regulatory arrangements.

e Specific modalities and procedures for CCS should take into account the existing body of
knowledge already in place for CCS. To date, significant work has been undertaken across a
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number of forums to address many of the issues referred to in paragraph 3 of the CMP 6
Decision. For example, the Intergovernmental Panel on Climate Change 2006 Greenhouse Gas
Inventory Guidelines (2006 guidelines) provide a useful framework to address issues such as
storage site selection and monitoring, reporting and verification.

o The 2006 guidelines provide for the development of an assurance-based scheme to
demonstrate good storage site selection, based on geological appraisal, evaluation of
risks of containment loss, demonstration of a dedicated monitoring plan, and adaptive
learning principles. As such, they create de facto principles for an approval process for
appropriate CO2 storage site selection, risk assessment, and monitoring design. Work
such as this can inform, or provide a basis for, addressing these issues in the context of
the CDM. In the future, monitoring, reporting and verification for CCS projects in the
CDM could be linked to biannual reports from non-Annex 1 countries of their national
greenhouse gas inventories, as mentioned in the Cancun draft decision®. This could
potentially facilitate long-term reporting on CCS storage sites.

e Modalities and procedures should not exclude any CCS activity configurations such as CCS
associated with biomass processing or combustion (bioenergy with CCS or “BECCS”) and CO,-
based enhanced hydrocarbon recovery (CO,-EHR). CCS activities such as these, which to date
have not received significant attention in the context of the UNFCCC discussions, are likely to be
important for the broad deployment of CCS in many non-Annex | countries, including countries
which have yet to realise any CDM projects.

o BECCS, which combines a CO, neutral biofuel cycle with CO, storage, can potentially
achieve a net removal of CO, from the atmosphere by taking CO, from atmosphere into
the biogenic pool, and then transferring it into the geological pool, thus giving rise to
“negative emissions’”’. Negative emissions can decrease CO, emissions faster than
otherwise possible or be used to compensate for emissions that, for economic and
technical reasons, are difficult to abate by other means.

o CO,-EHR can offer an additional economic and energy security incentive to CCS
operations. To be a legitimate CO, mitigation option and qualify for the CDM, CO,-EHR
projects will need to prove that they can deliver an overall reduction in CO, emissions
over the project life time, and that they are additional to what would happen under a
business as usual scenario. Current CO,-EHR projects may not always achieve a net
reduction in emissions as they often optimise operations to minimise CO, stored.
However, through optimised project operation a net CO, reduction could be achieved.

* Draft decision -/CP.16 “Outcome of the work of the Ad Hoc Working Group on long-term Cooperative Action
under the Convention” states in paragraph 60 c) that “Developing countries, consistent with their capabilities
and the level of support provided for reporting, should also submit biannual update reports, containing
updates of national greenhouse gas inventories including a national inventory report and information on
mitigation actions, needs and support received”.



Table 1: CMP 6 Decision paragraph 3 issues as addressed in previous UNFCCC submissions, CCS CDM methodologies and other documentation
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'The issues raised in CMP 5 Decision paragraphs are as follows: 29(a) Non-permanence, including long-term
permanence; (b) Measuring, reporting and verification; (c) Environmental impacts; (d) Project activity
boundaries; (e) International law; (f) Liability; (g) The potential for perverse outcomes; (h) Safety; and (i)
Insurance coverage and compensation for damages caused due to seepage or leakage

" Document FCCC/SBSTA/2008/INF.1 and Document FCCC/SBSTA/2008/INF.3

Page numbers stated come from the documents reviewed.
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