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14" December 2016

Agenda Item 9: External Relations Group update

9.a. ERG Update

Appended to this paper is an update for the ZEP External Relations Group.

9.b. Summary of external engagement activities

e High-level group on Energy Intensive Industries
The ZEP secretariat participated in a meeting of the High Level Group on Energy Intensive
Industries on the 7t November. A summary of the event is appended to this paper.

e OGCI
The ZEP secretariat attended the meeting of the Oil and Gas Climate Initiative on the 4w
November event. This was the second meeting of the group and was attended by the
CEOs of seven on the ten OGCI member companies. A summary of the event is appended
to this paper.

e Meeting of the CO2 Thematic Area — TEN-E Regulation (Projects of Common Interest)
The ZEP secretariat attended the second meeting of the CO, Thematic Area on 30"
November 2016 in Brussels on behalf of the ZEP Temporary Working Group Projects of
Common Interest (TWG PCI). A summary of the meeting is appended to this paper.

e SET-NAV Conference, 28th September
The SET-NAV (Navgating the Roadmap for Clean, Secure and Efficient Energy Innovation)
held its first meeting in Brussels on 28™ September. A summary of the event is appended to
this paper.

e Forthcoming engagements
The ZEP Chairman will be meeting with Dominique Ristori (Director General, DG Energy)
and Silvia Bartolini (Cabinet of Commissioner Arias Canete) during December 2016.
Meeting notes will be produced by the secretariat for both meetings.

9.c. ZEP messaging on UK Parliamentary Advisory Group report

On the 12™ September, the UK Parliamentary Advisory Group on CCS published its report “Lowest
Cost Decarbonisation for the UK: The Critical Role of CCS” (the “Oxburgh Report”). The report sets
out a number of recommendations for the UK Government on how to move forward with CCS. It
was agreed that ZEP should develop messaging outlining its position/response to the Oxburgh
Report. A one-page response was approved at the ACEC meeting in October is appended to this
paper.
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9.a. External Relations Group (ERG) Update: December 2016

ERG co-chairs: Mark Downes (Shell), Jonas Helseth (Bellona)

External Communications Support

Following the last Advisory Council meeting in September, the Secretariat has appointed Weber
Shandwick (WS) to provide external communications support for ZEP. WS began providing these
services in September and are already in the process of developing activities such as a hew ZEP
narrative, updated stakeholder mapping, 2017 EU Policy Timeline and ongoing engagement and
media activities.

New ZEP Monthly Newsletter

The Secretariat has developed a new monthly ZEP newsletter format which will be sent out to ZEP
members and other stakeholders. The newsletter will cover the following:

e Upcoming ZEP network and working group meetings

e Recent ZEP reports and consultation responses

e ZEP monthly monitoring report (from Weber Shandwick)

e Other global CCS news

The first issue of this new ZEP newsletter was sent out last week (week commencing 5™

December). If you or colleagues would like to be added to the Monthly Newsletter distribution list,
please contact the ZEP secretariat.

New narrative and toolkit

WS took an action to develop a concept note for an approach to a new ZEP narrative, which was
discussed on the last ACEC teleconference (16" November). The ACEC approved this approach
and WS are currently developing the narrative based on comments and feedback from the ACEC.
Once the narrative has been finalised it will be sent to the AC for approval.

Following AC approval of the narrative, WS and the ZEP Secretariat will develop a toolkit for ZEP
members. This toolkit will include:
e A guide to the new ZEP narrative to encourage use in members’ external communications
e Atimeline of key policy and media milestones relevant to ZEP
e Guidance on opportune times for ZEP members to engage externally
¢ Advice on how to communicate and amplify ZEP’s messages
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General Assembly

Following the last AC meeting, where it was agreed that ZEP should go ahead with organising a
General Assembly, WS have developed a concept note. Potential dates that are being considered
include either the week commencing 10™ April 2017 or week commencing 27" March 2017. The
priority now is to secure a date, book a room and confirm an MEP to host.

The AC will be kept up-to-date with developments and informed of the date of the General
Assembly as soon as possible.
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9.b. Summary of external engagement activities

The ZEP Chair and secretariat have recently participated in a number of meetings with external
stakeholders and processes. A summary of these meetings are provided below. Please note that
these reports are for ZEP stakeholders and should not be circulated more widely.

High Level Group on Energy-Intensive Industries

The ZEP secretariat participated in a meeting of the High Level Group on Energy Intensive
Industries on the 7" November. The HLG was established by the Commission to enable key
stakeholders and national administrations to discuss the issues facing energy intensive industries
in Europe. This initiative is led by DG Growth. This was a ‘Sherpa’ meeting of the HLG and was
chaired by Gwenole Cozigou, Director C, DG Grow (Full meetings of the group are normally
chaired or attended by Director General Lowri Evans or Commissioner Bienkowska).

Inevitably given the interests represented in the group the discussions are wide ranging and CCS
is somewhat of a marginal issue. However, it does represent an important opportunity to ensure
that CCS is at least being raised in the context of the future of Ells and is also a good opportunity
to engage constructively with DG Grow. A number of points of interest arose from the meeting;

¢ Much of the meeting was given over to an update on the Energy Union Winter Package by
Paula Pinho, Head of Unit A1, DG Ener. DG Ener is working hard to get everything adopted
by end of year. This is last piece of legislation needed to fully implement the Energy Union.

¢ A big question they are tackling is how to deliver EU targets that not underpinned by
national targets (e.g. RES and EE targets are EU level and non-binding on MS). The
legislation covers: energy efficiency, market design, RES and governance of the energy
union.

e Market Design Directive: How do you integrate decentralised, intermittent generation.
Therefore needs to be more responsive — need price signals, e.g. if demand high should be
reflected and vice-versa. New market design will ensure that high proportion of renewable
support from the market.

¢ The governance arrangements are central to delivery of the Energy Union. This will be a
regulation with a key requirement for MSs to produce Integrated National Energy and
Climate Plans (2021 — 2030). The development of these will be an iterative process
between the EC and MSs and the Commission will undertake an overview assessment to
determine progress on implementation of the Energy Union. It was noted that very few MSs
have 2030 plans and very, very few have integrated climate and energy ministries. The
Commission is encouraging MSs to consider ho will policies and measures will interact with
each other. The Commission hopes that this approach will address the challenges
presented by lack of national targets.

e Governance process: MSs produce Integrated national energy and climate plan (Draft
national plans in 2018, final national plans, 2019). The EC will undertake periodic progress
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reports (every 3 years from 2021 to 2030) and will the Commission will then publish
periodic state of the Energy Union assessments which will determine whether the plans are
adequate and if adjustments are required.

o | raised the importance of also including a longer-term perspective towards 2050 under
national climate and energy plans or we risk investments not being made in the
technologies that are also needed for deeper decarbonisation of Europe. The Commission
recognised this and noted that while the first integrated plans look at 2021 — 2030 they
should have a perspective towards 2050. Subsequent plans will also have a “rolling
horizon” so that MS are required to think beyond 2030.

e A representative in the Belgium delegation made a strong intervention on the importance of
advanced renewable fuels (I took to mean CCU) and noted that very interesting
investments in these advanced fuels is being held up the Commission (Despite these
investments being made in the USA). DG Ener said that they hoped that enough signals in
the legislation to make investments. They also noted that to resolve requires a political
debate by the College of Commissioners. In response, Belgium noted that they cannot wait
2 — 3 years as companies want to invest now. Eurofer also made an intervention supporting
inclusion of CCU in the Renewable Energy Directive.

e There may be opportunity to follow up with written contributions on issues relevant to Ells. |
have followed up with DG Grow to understand the process for providing input.

Oil and Gas Climate Initiative

The ZEP secretariat attended the meeting of the Oil and Gas Climate Initiative on the 4™
November event. This was the second meeting of the group and was attended by the CEOs of
seven on the ten OGCI member companies. They CEOs were also joined on the panel by a
number of high level guests. Key points arising from the meeting;

e The headline announcement was the launch of OGCI Climate Investments which has been
established to invest £1 billion over the next decade. It is expected that around half of
these funds will be spent on Carbon Capture Use and Storage. The three main areas of
work on CCUS are expected to be ;

o ldentifying market-based policies to make CCUS commercially viable.
o Reducing the cost of carbon capture technology.
o Understanding storage capacity in key markets.

e The panel discussion largely consisted of a moderated discussion between the panel
members on issues associated with delivering the Paris Agreement and the role of the oll
and gas industry in managing the transition to a low-carbon economy. As you would expect
the discussions were tremendously positive on CCS and it was acknowledged to be a key
technology. As an example of how company thinking was evolving one of the CEOs noted
that even a few years ago it would have been impossible to have developed a consensus
position on CCS with these CEOs.

e The notable contrarian view on the importance of CCS came from Erik Solheim, UNEP
Executive Director and Under-Secretary-General of the United Nations. He seemed to view
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CCS as an optional technology in addressing climate change and argued that there were
still so many uncertainties surrounding the viability of CCS that OGCI should not put
significant resource into the technology. His views seemed to extend from his time as a
Norwegian Minister during which there were some challenges around the direction of the
Norwegian CCS programme. It is interesting to note that historically UNEP has been less
than positive on the contribution of CCS.

e The panel included Nick Hurd, UK Minister for Climate Change and Industry who seemed
particularly interested in CCS made a number of interventions on the issues. He noted that
the UK is particularly interested in the OGCI’s areas of focus and the importance of bearing
down on the barriers to CCS. He issued a plea for OCCI to work with governments as they
are tackling the same issues on how to take CCS forward. He also referenced the
importance of the Lord Oxburgh report which has made recommendations on the way
forward for CCS.

¢ Fatih Birol, Executive Director IEA, noted that CCS is an extremely important technology to
decarbonisation efforts and that CCS is also an important asset protection strategy. Jim
Skea, member of Committee on Climate Change and Vice-Chair Working Group 11l
(Mitigation) IPCC, noted that the Paris Agreement requires development of new
technologies and that CCUS should be a priority area if anything like this ambition is to be
achieved. Janos Pasxtor, Assistant Secretary-General on Climate Change raised the
importance of advocacy with governments on CCS to enable gas use to be compatible with
climate goals.

Meeting of the CO2 Thematic Area — TEN-E Regulation (Projects of Common
Interest) - 30" November 2016

The ZEP secretariat attended the second meeting of the CO, Thematic Area on 30" November
2016 in Brussels on behalf of the ZEP Temporary Working Group Projects of Common Interest
(TWG PCI).

The Thematic Area consists of Member States, the European Commission and “project promoters”
as defined in the TEN-E Regulation. ZEP was invited to attend the first part of the meeting — the
“open session” — which was open to external stakeholders as well as members of the Thematic
Area.

The meeting provided an opportunity for the Commission to update stakeholders with progress
under the Thematic Area (see slides attached presented by DG Energy) and for stakeholders to
respond with interventions based on their views on the need for cross border CO, infrastructure
and infrastructure planning.

ZEP provided a short presentation on the need for CO, infrastructure, focussing on the challenges
for the private sector in taking CCS investment decisions and the need to consider the particular
barriers to investment across the different parts of the CCS chain. ZEP also discussed the value of
CCS to different parts of the economy and the need for assessment of PCI bids to also consider
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the longer-term value of CO, infrastructure to jobs, inward investment, and energy system costs to
consumers (as opposed to just electricity costs).

The focus of the meeting was on the design of the selection process for PCI submissions. Potential
PCls need to be submitted — endorsed and supported by respective Member States — by February
2017 in order to be included in the updated PCI list expected in the summer. This is an incredibly
tight timeline, particularly considering that the methodology for assessment and the details of the
Cost Benefit Analysis (CBA) are not expected to be finalised until “early 2017”.

Consultants — Ramboll and Ecorys — have been tasked by DG Energy to:
o Develop a template for PCI applications and guidance for project promoters; and,
¢ Develop a specific CBA methodology for CO, PCI infrastructure.

The consultants presented their early findings and sought the views of attendees (slides attached).
They explained that this was just their early thoughts and that they hoped to present more detail at
the next meeting (date tbc). This statement exacerbated concerns about an already challenging
timeline for project promoters.

The consultants explained that they expect the CBA to have two main aspects: (1) the project
specific CBA; and, (2) a socio-economic analysis that could also incorporate some qualitative
analysis. The counterfactual that projects are expected to be judged against will be not having CO,
infrastructure available.

The CBA will be broken down according to strict criteria outlined in the TEN-E Regulation (see final
slide). ZEP provided comments here and reiterated the need to account for the longer-term and
economy-wide benefits of CCS infrastructure beyond the project-specific CBA. This point was
initially rejected by the Commission, as broader benefits such as jobs and inward investment are
not considered in analogous methodologies for assessing electricity and gas PCIs, but the UK
supported ZEP’s position and the consultants agreed to reconsider whether these aspects could
be included in the qualitative analysis. Avoidance of emissions will be assessed at the supra-
national (e.g. EU or EEA) level.

The Commission confirmed that PCI status would only be awarded to CO, transport projects where
the final point of the chain is geological storage. CCU could be considered alongside geological
storage if it supported the economic case but ultimately CO, would need to be permanently
geologically stored in line with the regulation.

A discussion was had about the social cost of carbon (not included in the consultants’ slide deck)

and the consultants indicated that they were considering suggesting that project promoters use an
initial social cost of carbon of €60/tCO,, rising over time. The consultants were encouraged by DG
Energy to share their thinking/modelling on this with stakeholders and the ZEP secretariat agreed

to follow up.

The Commission requested written feedback from stakeholders and explained that — due to time
constraints — submissions would need to be made in the next 2 weeks. ZEP agreed that it would
endeavour to provide feedback.
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SET-NAV Conference, 28th September

e The SET-NAV (Navgating the Roadmap for Clean, Secure and Efficient Energy Innovation)
held its first meeting in Brussels on 28" September (http://www.set-nav.eu/). The work is
supported through H2020 and has three aims:

o Development of a “modelling portfolio” to support decision making in the energy sector

o Analysis for future pathways and policies needed to deliver

o Stakeholder dissemination and dissemination.

e There was a presentation by Henrik Dam, DG Energy, Unit C2, New Energy Technologies,
Innovation and Clean Coal. Key points;

o Declaration of Intents (Dols) input received on potential targets from stakeholders,
developed by EC and then adopted by MS in SET-Plan Steering Group.

o | had a follow up conversation with Vassilios to see if the CCS Dol has been formally
adopted at the 14™ September meeting but he was not sure of their exact status and
agreed to check the meeting minutes. Expectation that approved although some
concerns raised by Germany on the targets (too ambitious and too many). They have
not blocked the CCS Dol but this could come up again as the implementation plans are
developed.

o Expected that all Dols will be adopted by Autumn 2016 and MS expected to develop
implementation plans and for these to be adopted by Spring 2017.

o Toillustrate the work ongoing Dam gave an update on the Resilience, Security and
Smartness of the Energy System Dol.

o Clearly potential for these other Dols to impact CCS discussions. For example the
Resilience Dol includes actions on the ‘flexibilisation’ of thermal power generation,
these are:

¢ Doubling of average ramping rates
e Halving efficiency losses for part-load
e Reducing minimum load by 30%

o While DG Energy and RTD are leading the work on issues on the competitiveness

angle they will liaise with DG Grow

e The next presentation was by Gustav Resch, TU Wien, who is the SET-Nav coordinator.
o Of particular interest was his description on the modelling activities;
o Accept that no single model can capture all relevant interdependencies; therefore will
develop subsidiarity principle and look at multiple-model integration.
o Modelling workshop will be held in Trondheim on 24/25 November 2016 to look at this.
More workshops will follow.
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o Will have group of case studies that look at individual issues. This includes a case study
on CCS that will be led by DIW Berlin. He agreed to put me in touch with the leads on
the CCS case study. | have not come across DIW Berline before and am unsure on
their CCS competency.

o | asked a question on whether the modelling focus is just delivering 2030 goals or also
2050 goals. He said both and they will try and give equal weight to both goals.

¢ There are another three workshops planned on transport, gas and electricity sector coming up.

e Inresponse to questions around innovation the EC noted that covers a very broad range and
often abused, does not occur just at low TRLs but also for high TRL technologies that are
already in the market place.

o Recognise that market uptake is a big challenge, however often missing. EC discussed
the risk sharing instruments that help technologies to market.

e Good understanding on some of the challenges that have resulted from EU choices, i.e.
missing money problem and resultant need for capacity markets.
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9.c. ZEP messaqging on UK Parliamentary Advisory Group report

The following points outline ZEP’s response to the UK Parliamentary Advisory Group on CCS
report, “Lowest Cost Decarbonisation for the UK: The Critical Role of CCS”, also known as the
Oxburgh Report.

These points are intended to be used by ZEP External Relations Group and ZEP members in
communicating the views of the Platform on the report.

e ZEP warmly welcomes the publication of the report and supports its conclusion that CCS
will be an essential technology in decarbonising the UK energy system at lowest cost.

o The report comes from a cross-party group of politicians, academics and independent
experts. ZEP welcomes the engagement of individuals from across the political spectrum
and believes building a cross-party consensus will be key to building political will,
maintaining public support and creating the right environment for private sector investment.

e As ZEP’s own modelling work has demonstrated, the real value of CCS comes from its
ability to contribute to the decarbonisation of a range of sectors, including energy intensive
industry, heating and the power sector.

e The report highlights the challenges that industrial and other medium-scale emitters have in
investing in CCS deployment and recommends that the UK Government should play a key
role in supporting the development of early projects and infrastructure. This aligns closely
with the conclusions of ZEP’s work on building a business case for CO, storage and the
need for ‘Market Makers’ to unlock investment in regional CO, transport and storage
infrastructure.

e ZEP also agrees with the importance of developing a regional approach to the deployment
of CCS. The development of CCS “hubs and clusters” enables significant economies of
scale and is key to commercialising CCS. Developing CCS hubs and clusters in the North
Sea region, for instance, could enable the safe storage of CO, from much of Europe’s
industry.

e The report concludes that Carbon Capture and Utilization (CCU) could potentially play an
important role in minimizing the barriers to CCS deployment but that, alone, CCU is not an
alternative to CCS. ZEP supports this conclusion and calls for an integrated approach to be
taken to CCS and CCU policy development within the EU.

e The conclusions of the report are well-tuned to the particular circumstances of the UK and
the character of its industrial regions. In this context, the report recommends an approach
led by the power sector. Whilst this conclusion may offer the most cost-effective route for
the UK, other Member States may reach different conclusions and focus on the role of CCS
in decarbonising other industrial sectors. It is important that Member States develop CCS in
the way that is most appropriate to their national circumstances.

e The Oxburgh report has reignited the debate on CCS in the UK at an important time. If the
EU is to meet its aspirations around the Paris Agreement, ZEP believes CCS will have a
vital role to play and we stand ready to work with EU Member States to help them assess
the potential role and contribution of CCS to meeting national targets.
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