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Carbon capture, usage and storage (CCUS): consultation on non-
pipeline transport (NPT)

1. Who are you responding on behalf of, and what is your interest in this
consultation?

I am responding on behalf of Decarb Scotland (trading name of NECCUS) the alliance for
industrial decarbonisation in Scotland. We have chosen to respond to this consultation to
reflect the views given to us by our member organisations that hold an interest in the
development of Non-Pipeline Transportation systems for CO.,.

2. If you consent to members of the team reaching out for clarifications on
responses provided, please provide contact detail

philippa.parmiter@neccus.co.uk

3. Using the data template, please could you provide any information on any
prospective full chain unsupported or semi-supported NPT projects you may be
involved in?

N/A

4. Do you agree or disagree with the proposed mechanism to deliver NPT support
through the capture business models, and enable delivery of the three archetypes
(option E: store-led, capture-led and intermediary led)? In your view, is this
approach preferable to the other options considered in the consultation? Please
explain your reasoning

Our members are supportive of the selection of option E (delivering NPT support through
amendments to existing capture business models, enabling store-led, capture-led and
intermediary-led archetypes) as it is built on existing systems, prevents the need for the
creation of a new subsidy regime and potentially enables risks to sit with the party best-placed
to manage them.

However, there were concerns that the delivery support mechanism as outlined in the
consultation had some gaps that could cause risk to the delivery of NPT systems these were
primarily, the need for a focus on physical delivery (volumes, specifications etc.) in contracts
for the NPT service providers; and concerns around exposure of capital intensive receiving
terminals and port infrastructure to pass-through cashflow risks. It is also important that
support should levelise the opportunity and avoid penalising those not in an industrial cluster.

There was also a view that complimenting option E with some option D style capital co-
investment, for example from the National Wealth Fund or GB Energy, will allow for the
construction of the required infrastructure for NPT to operate at scale, including in particular
unsupported (non-RAB) stores.



~7 decarb
o\ SCOTLAND

5. Where could co-investment add the most value in enabling the deployment of
the first NPT projects?

Our members hold the view that there were several areas where co-investment would be most
effective and value-enabling, including fixed civil and subsea infrastructure, shared enabling
assets such as receiving terminals and buffer storage that have multi-user option value and
reduce cross-chain fragility, and pre-FID work programmes for first-of-a-kind (FOAK) NPT
projects, where coordination failures and first-mover disadvantage are greatest.

6. Do you agree or disagree with the proposed approach to provide support for NPT
costs via a separate payment element referred to as the ‘NPT fee’? Please explain
your reasoning.

Our members agreed with the deployment of a separate NPT fee, with some highlighting the
need to be clear on what is inside and outside the fee, and others stating that it should explicitly
cover receiving, transport, and injection costs at non-regulated stores. There was also a view
that by separating it out from the standard T&S charges it would be more transparent to system
users.

7. Please provide views on the challenges that could arise for your organisation if
the government agrees the NPT fee with capture projects, with NPT service
providers not being directly involved in negotiations.

The value of a separate fee depends on clear-auditable rules for what is inside and outside the
fee to avoid disputes at the emitter-NPT commercial interface; and the implications of the fee
design should be considered across the entire chain.

8. Do you agree or disagree with the proposed scope of NPT costs covered by the
NPT fee? Are there any costs that you believe should be included or excluded?
Please explain your reasoning.

The member view is that DESNZ should define eligible costs by function (what the costis for)
rather than by site boundary (where it physically sits). For example, infrastructure required in
the conditioning of CO, to be transport ready such as liquefaction, buffer storage might sit at
the emitter site but are requisite to the transport component, not the capture component.
Therefore, a site-boundary definition will not be appropriate.

Members note the importance of ensuring that the NPT costs enable emitters to move CO, from
their capture facility to the T&S delivery point. Such costs might include: liquefaction and
conditioning steps, temporary / buffer storage given the likely batch nature of NPT modes and
metering and monitoring.

It is also important to take into account the impacts of distance and transport mode on costs,
to avoid exposure to costs not encountered by those sited within an industrial cluster with
access to pipeline CO, T&S.
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9. Do you have any comments on the proposal for oversizing of NPT infrastructure?
What criteria should be used to assess appropriate sizing to deliver contractual
throughput? Please explain your reasoning.

In general, there was support for oversizing where this will lead to a reduction in whole-system
costs. However, it needs to be borne in mind that this will affect financing, particularly under a
throughput-only payment model: lenders will require predictable revenue floors. This will
extend to compressors, buffer storage, etc. but an important point is that NPT also allows
flexibility and inter-site transport (access to different storage sites). Members agreed that for
NPT, a modular, phased build out with expansion opportunities built-in will reduce the initial
fixed-cost burden.

10. Using the data template, please provide technical data and potential costs
associated with your NPT solution based on fee option 1. Please provide comments
on how costs may change and how risks could be managed commercially, based
on other NPT fee options presented.

N/A

11. Do you agree or disagree with the payment of the NPT fee, and where applicable
capture costs, on throughput at point D (indicative fee option 1)? If you believe that
another fee option presented may better support policy constraints and fiscal
constraints noted on page 23, please provide evidence to support this.

There were differing opinions between members on this question.

One member favoured fee Option 1 (throughput-only payment at point D) and has reservations
about base components (Options 2 and 3). They felt that revenue certainty would be better
provided by send-or-pay obligations on emitters, with a time-limited LCCC backstop in early
contracts, rather than embedding base components into the fee. They pointed to the LNG
market as precedence for this: long-term take-or-pay contracts funded the infrastructure, with
spot trading developing once markets had grown.

Another member disagreed with the fee option 1 as they felt it would leave NPT operators
vulnerable to financial risks out of their control, such as store outages, emitter capture issues,
etc. and would have a negative effect on the investability of NPT projects due to their CAPEX
and OPEX costs.

Another member stated that the impacts on capture projects and T&SCos if an NPT solution
failed is a critical issue that needs to be resolved before Option 1 can be appropriately
reviewed.

12. Do you believe any of the three subsidy options are more suitable for specific
capture project sectors, transport modes, organisational structures, or financing
strategies? Please explain your reasoning.
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There may be differences between the costs emitters can bear where carbon capture provides
another income stream, such as those producing biogenic carbon dioxide.

13. Do you have any views on the administrative role which capture projects may
have under fee options 2 and 3? For responses by capture projects, it would be
helpful to understand the potential cost implications of this administrative role.

The view from our members was that the administrative costs on capture projects to collect
data from across the chain for options 2 and 3 would be significant and would be even higher
for Option 3 where there are multiple NPT operators or shared terminal infrastructure.

14. Do you have any concerns in relation to payments for comingled CO2 under any
of the three NPT fee options? Please explain your reasoning and provide alternative
suggestions.

Members felt that learning from the oil and gas sector would be useful here, co-mingling is
standard practice.

15. Do you have any views on potential payment or other policy mechanisms to
realise cost efficiencies, as more users join or greater operational efficiencies are
achieved over the lifetime of a capture contract?

Some members preferred a base component to cover fixed costs with incentives to
decarbonise and add users. This additional payment should be time-bounded and
performance-related (unavailable if NPT provision fails due to negligence or mismanagement)
and decline over time. All agree that the objective is to develop a market that delivers without
ongoing government support.

16. Do you have any views on a proposed optimisation mechanism? What are the
benefits and challenges in the creation of an optimisation mechanism?

Optimisation should enable whole-chain improvement whilst providing protection for transition
costs, stranded costs and contingent liabilities. Existing TRI Change in Scope and Variation
processes and CCS Network Code tools provide useful guidance.

17. What are your views of the proposed position on stranded asset risk for the NPT
solution? Please provide detail to your response in reference to areas such as
investability and bankability, and where required, additional scenarios where you
believe stranded asset protection may be required.

Some members’ views are that the current proposal on stranded assets was not sufficient to
support project financing. The Existing TRI discontinuation framework could be adapted.

For others the view was that stranded asset protection may be effectively provided through
robust contractual arrangements, plus an LCCC backstop.
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18. Please can you provide suggestions for how the termination fee for the NPT
solution is calculated. We welcome views on what cost components should be
considered in the structure and how the residual value of the assets is calculated.

19. Do you agree or disagree that CO2 quality risk within the NPT project can be
effectively managed by industry? Please explain your reasoning.

Members agree that CO, quality risk can be effectively managed by industry, on a basis broadly
aligned with the CCS Network Code at the T&S interface. There was a concern that NPT
operators would have to manage quality risk exclusively through bilateral agreements without a
common framework. This may act as a barrier to addition of further parties, adding risk and
cost.

In addition, there will be a need for independent verification and dispute resolution, and a
common data protocol, standard templates, and independent verification reserved for
exceptions to reduce dispute risk.

20. Do you agree or disagree that the NPT project is best placed to manage the
timing mismatch risk? Please explain your reasoning.

We received a comment that the current system is too blunt and transfers risks onto parties not
at fault. There was a view that this was not compatible with the financing required
and that operators should receive OPEX support if they are shown to not be at fault.

21. Do you agree or disagree with the creation of an NPT solution readiness OCPs
and ICPs? Please explain your reasoning

22. To what extent is being able to access CCU markets significant for the
commercial viability of your project (during operations and in cross-chain risk
events) and to government's missions (e.g. kickstarting economic growth and
accelerating the transition to net zero)?

23. Beyond mechanical failures, do you have any views on what scenarios could
result in an unplanned disruption within the NPT value chain that could resultin
system availability losses? Please use the data template to share scenarios,
potential likelihood, impact and mitigations.

24. What are the cost implications of using technical and commercial strategies
(e.g. extra vessels/interim storage/permanent storage capacity; cross-sector
redeployable design rather than fixed assets) to mitigate cross-chain risks?

25. Do you have any views on potential mechanisms needed to enable CO2 to be
transported to another store in the event of a T&S outage?

26. If you have suggested that you need government support to manage any
crosschainrisks, please explain what market conditions would be required in
order for your NPT project to operate unsupported?
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27. What are your views on the effectiveness of the current regulatory framework
provided by the Competition Act 1998 and the Enterprise Act 2002 in addressing
potential anti-competitive behaviours related to the NPT sector? If you believe

There was agreement with the position that blanket economic licencing of all NPT services from
day one would be excessive and may hold back this nascent market. There were concerns that
current competition law frameworks may not be sufficient for cases where there is a monopoly
gateway into permanent storage for example, where there is only one economically feasible
port connection or an economically licensed T&SCo also owns/operates the NPT infrastructure.

28. Do you have views regarding competition if NPT infrastructure was operated by
economically licensed T&SCos? Please explain your reasoning.

It was recognised by members, and as stated in the consultation, that this could create a
market imbalance as T&SCos can benefit from regulatory treatment, balance-sheet strength
and allowed-revenue recovery unavailable to NPT service providers.

29. Do you have views on the carbon storage licensing requirements for the
intermediate storage of CO2? Do your views differ for different types of
intermediate storage? Please gives reasons for your answer(s).

Batch delivery, rather than the continuous flow associated with pipeline transport, is inherent in
most NPT modes and buffer storage is therefore a key enabler. Whilst the licencing
requirements are appropriate for long term geological storage they are not proportionate for
short term, non-geological, buffer storage. For this intermediate storage one member proposed
a separate set of regulations that does not copy across the full geological storage framework;
another member suggested that an exemption regime would be most appropriate.

30. Do you have views on the interactions between storage licensing requirements
for intermediate storage of CO2 and the ETS or other regulatory frameworks?

Members agree that it is important to enable interoperability and UK-EU alighment.

31. Do you have views on whether access obligations should apply to facilities
used for the onshore intermediate storage of CO2 as part of NPT value chains?

32. Do you agree or disagree with our proposal for an industry and regulator-led
approach to NPT standardisation? Please explain your reasoning.

Members agreed with the proposal that an industry and regulator-led approach to NPT
standardisation gives early projects flexibility; regulatory involvement will be needed to ensure
interoperability across the UK and with Europe, and alignment with Network Codes; but will
also require government oversight to monitor delivery and take action where bankable market
practice is slow to develop.

33. Are there any potential issues with how NPT standardisation is currently
developing both in the UK and Europe? Please explain your reasoning.
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34. Which existing international standards do you consider most relevant for
review and potential adoption by the UK NPT sector?

35. As an NPT service provider, how confident are you in the ability of the value
chain to reliably and promptly characterise whether a CO2 stream (from a single
source or mixed) is compliant with the CO2 specification as it enters the T&S
network?

36. At the point of delivery into the T&S network, do you consider that technical
operating processes inherent to the NPT value chain could affect how CO2 quality
should be assessed, as compared to on a piped network? Please outline any
differences and explain the potential impacts.

37. How will testing requirements at the point of entry to the T&S network be
impacted by the batch transfer nature of NPT-derived CO2 flows (as opposed to the
continuous flow associated with pipeline-based networks)? Additionally, what
could be the role of NPT’s batch-wise delivery in remediating any non-compliant
CO2 before it enters the T&S network?

38. Do you have a preference for which entity within the NPT value chain (in Figure
5) should hold Registered Capacity in the T&S network? Please explain your
reasoning.

39. Would NPT service providers require a constant rate of flow, or can they vary
their flow rate into the T&S network? If varying flow is an option, what is required
(from a technical, commercial, and operational perspective) to enable this and
how quickly can the CO2 flow be stopped and started, from both the NPT service
provider and a receiving T&S network’s perspective?

40. Do you have any suggestions for new/different capacity products that can
effectively accommodate NPT flows and their inherent flexibility? Please explain
your reasoning.

41. Should modification of CCS Network Code seek to simultaneously enable all
three archetypes supported by the government’s preferred option E (as set out in
Chapter 1)? Or should modification be phased? Please explain your reasoning, and
if phased, please indicate respective priorities for the archetypes.

42. Do you have any additional comments or views not covered by the questions
above? We welcome any further input you consider relevant to the consultation.

From a Scottish perspective, NPT enables the vast storage capacity in Scottish waters to be
unlocked (two thirds of the potential 78Gt of storage in UK waters). For T&SCos in Scotland the
international import of CO, is not a distraction from domestic deployment but a key enabler -
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improving store utilisation, diversifying revenues and ultimately removing the need for subsidy.
Carbon storage development and NPT build provides a major economic opportunity to retain
and create jobs in Grangemouth, the North East of Scotland and communities in the Highlands
and Islands such as Shetland - the skills required for NPT and storage operations closely match
those of the existing oil and gas and chemicals industries workforces.

In addition, NPT supports decarbonisation of dispersed emitters, not located in industrial
clusters, and the aggregation of biogenic CO,, enabling delivery of GGRs and NETs and should
be deployed in a timescale that makes a real contribution to UK Carbon Budgets.

Feedback from members highlighted the need to accelerate NPT timelines and provide early
clarity on interoperability of UK and EU emissions trading schemes and mutual recognition for
CO, storage permitting regimes.



