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List of Acronyms

Acronym Definition

BECCS Bioenergy with Carbon Capture & Storage
CaaS Capture as a Service

CaaSCo Capture as a Service Company

CAPEX Capital Expenditure

CO, Carbon dioxide

CO.e Carbon dioxide equivalent

COD Commercial Operation Date

DAC Direct Air Capture

DCO Development Consent Order

DEVEX Development Expenditure

DPA Dispatchable Power Agreement

FEED Front-End Engineering Design

FID Final Investment Decision

GGR Greenhouse Gas Removal (technology) ’
IDHRS Industrial Decarbonisation and Hydrogen Revenue Support
ICC Industrial Carbon Capture

MoU Memorandum of Understanding

MWh or MW Mega-Watt Hour or Mega-Watt

OCP Operational Conditions Precedent

OPEX Operating Expenditure

T&S Transport and Storage (system)

T&Sco Transport and Storage Company

1 Check Definitions section.
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Definitions

Term Definition

Applicant Party / legal entity that intends to apply for support, is responsible for
submitting the Project Plan and associated Annexes to BEIS and will be taken
through to negotiations if successful (see also Project Representative).

Balancing A tool used by the System Operator to balance electricity supply and demand.

Mechanism The BM is used to either increase or decrease generation.

Business Contract mechanisms to support the implementation and operation of CCUS

Model(s) Clusters.

CaaSCo Capture-as-a-Service Company that arranges to capture the emissions of
another company as a service.

CaaS Group A group of industrial facilities operating CCUS in tandem with a CaaSCo.

CaaS Group The representative for the CaaS Group, responsible for submitting the Project

Lead Plan and associated Annexes to BEIS.

CCS & CCUS | Carbon Capture and Storage & Carbon Capture, Usage and Storage

Cluster T&S Network (incorporating the onshore and offshore network and offshore
storage facility) and an associated first phase of carbon capture Projects.

Cluster A review to ensure that the risk profile, resilience and affordability of a Cluster,

Integration including the costs of extending the T&S network to each Project, remain

Check satisfactory.

Cluster Lead Party responsible for submitting the Cluster Plan to BEIS in Phase-1. It should
be the entity primarily responsible for the T&S Network.

Cluster Plan The documents completed and submitted by the Cluster Lead as part of
Phase-1. Consisting of a series of key questions relating to the detail of the
cluster submission and formed the primary basis for scoring the evaluation
criteria. As part of the Cluster Plan, there were a number of associated
Annexes.
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Term Definition

CO.,e Carbon Dioxide equivalent. The amount of carbon dioxide emission that
would cause the same radiative forcing, over a given time horizon, as an
emitted amount of greenhouse gases (GHG). As calculated using global
warming potential (GWP) values for a 100 year time horizon, relevant to
reporting under UNFCCC, published by the IPCC in its Fourth Assessment
Report (AR4).

Cost of The costs incurred by the Project to deliver CO, compliant with the T&S

Connection specification (pressure, phase and composition) to the Project boundary limit.
This would include any compression/pumping and CO, treatment required but
does not include the costs of extending the T&S network to the Project.

Cross Chain All elements of the cluster including development, delivery and operation of all
Emitters as well as Onshore, Offshore and storage infrastructure.

DACCS Direct Air Carbon Capture and Storage

Direct Benefits relating directly to the developer’s own activity, and/or the activity of

Economic primary contractors.

Benefits

Embedded Emissions associated with the manufacture, supply and construction of the

Emissions capture plant.

Emitter Facility including carbon dioxide emission source(s) targeted for abatement.

Engineered Projects that ultimately achieve atmospheric CO, removal through geological

Greenhouse storage. This includes DACCS and BECCS Projects, and excludes other

Gas Reduction | engineering-based Projects such as enhanced weathering.

(GGR)

Heads of Preliminary and indicative draft contract terms. They provide a framework of

Terms the principal terms and conditions that will or are expected to be included in
the contract agreement between the successful Project and BEIS or their
selected counterparty.

Hydrogen CCUS-enabled hydrogen production.

Production
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Term Definition

Indirect Benefits relating to the remaining CCUS supply chain, outside of the
Economic developer and its primary contractors.

Benefits

Induced The wider economic benefits that are brought about by the development and
Economic operation of the Project in that local area.

Benefits

I-SEM Integrated Single Electricity Market (Republic of Ireland and Northern Ireland)

Levelised Cost

Calculation to consider overall lifetime costs of the Project and the overall

of Abatement | carbon abatement in the proposed Project Plan.

Operational Conditions that must be satisfied, or waived, in order for payments under the

Conditions Contract to commence.

Precedent

Offshore The offshore element of the CO, transportation network up to the point where
CO, enters the geological storage. Note: This excludes shipping
transportation.

Offtaker In the context of the Phase-2 submission process, an offtaker is both the end

(hydrogen) user of low carbon hydrogen and, where relevant, any intermediary party who
may purchase and resell hydrogen to end users. Where there is an
intermediary party or where end users do not purchase hydrogen directly from
producers, information and evidence of both end users and the intermediary
need to be included in the submission form and templates.

Onshore The onshore element of the CO, transportation network which may include
intermediate CO, storage for T&S operational purposes. Note: This excludes
non-pipeline transportation.

Project The Power, Industrial Carbon Capture or Hydrogen production development

that will be assessed via the Project Plan and associated Annexes as part of
Phase-2.

Project Plan

The Project Plan and associated Annexes are documents that the Project
Representative will need to complete and submit to BEIS as part of Phase-2
of the CCUS Cluster Sequencing Process. Consisting of a series of key
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Term Definition

questions relating to the detail of the Project submission, it will form the basis
for scoring the evaluation criteria. There is a separate version of the Project
Plan for each capture application (Power CCUS Project Plan, Industrial
Capture Project Plan and Hydrogen Project Plan).

Project Party responsible accessing the submission Portal and submitting the Project
Representative | Plan and associated Annexes to BEIS. This is expected to be the organisation
responsible for Project development which must be a legal entity.

Storage Geological store for the captured CO, from the end of the injection well.

Submission The total submission submitted by the Project including the Project Plan and
associated Annexes.

SuperPlace A pioneering world-leading hub, characterised by renewable energy, CCUS
and hydrogen coming together at the forefront of technological development.

Transfer points | Points on and within the Transport and Storage system where there is a
commercial boundary, and the ‘custody transfer’ of the CO, is passed from
one operational entity to another.

Transport & The network consisting (wholly or mainly) of:

Storage

Network (T&S | * pipelines used for the transportation of carbon dioxide from one capture
Network) plant to a storage facility or to or from any CO, pipeline network; or

* routes used for the transportation of carbon dioxide from one capture plant
to a storage facility or to or from any CO, pipeline network; and

» storage facilities for the permanent storage of carbon dioxide.
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Section 1: Introduction and Key Information

1.1 Background and Introduction

In November 2020, government published the Ten Point Plan for a Green Industrial
Revolution?, with commitments focused on driving innovation, boosting export opportunities,
and generating green jobs and growth across the country to level up regions of the UK. In
doing so, the government has set its agenda for a clean, resilient and sustainable economic
recovery, as the UK builds back from the impacts of COVID-19. To build on this, government
published the Net Zero Strategy? earlier this year to set out a long-term plan to deliver our
decarbonisation ambitions.

The Ten Point Plan established a commitment to deploy Carbon Capture, Usage and Storage
(CCUS) in two industrial clusters by the mid-2020s, and a further two clusters by 2030 and the
Net Zero Strategy goes further by setting out an ambition to capture 20-30MtCO,, per year
across the economy by 2030. Also set out in the Ten Point Plan, is the ambition for 5GW of low
carbon hydrogen production capacity by 2030 as well as for a possible hydrogen heated town
by the end of the decade.

In February this year, BEIS published a consultation* seeking input on a potential approach to
determine a natural sequence for locations to deploy CCUS in order to meet this commitment.
In May, we published a government response to this consultation, alongside launching Phase-
1 of the CCUS Cluster Sequencing Process®. In October we announced the Track-1 clusters
and an additional reserve cluster with more information in Section 1.2.

The purpose of Phase-1 was to identify at least two CO, transport and storage organisations
("T&SCos") whose readiness suggests they are most naturally suited to deployment of a CO,
transport and storage network ("T&S Network") in the mid-2020s, as part of our efforts to
identify and support a logical sequence of deployment for CCUS Projects in the UK. We refer
to these initial T&SCos and T&S Networks as ‘Track-1" or ‘Track-1 Clusters’.

Phase-2 of the process focuses on individual Projects across capture applications (industry,
power, hydrogen) which could connect to a Track-1 or Reserve T&S Cluster. This document
sets out the details of Phase-2 of the Cluster Sequencing Process and provides guidance and
supporting information for individual Projects seeking to enter the process by making a
submission aligned to their Project core concept.

The document also includes information for Greenhouse Gas Removal (GGR) Projects such
as Bioenergy Carbon Capture and Storage (BECCS) and Direct Air Capture (DAC) that could
feasibly connect to Track-1 T&S Networks. Due to the unique opportunity offered by GGRs,

2 hitps://www.gov.uk/government/publications/the-ten-point-plan-for-a-green-industrial-revolution/title

3 https://www.gov.uk/government/publications/net-zero-strateqy

4 https://www.gov.uk/government/consultations/carbon-capture-usage-and-storage-market-engagement-on-
cluster-sequencing

5 https://www.gov.uk/government/publications/cluster-sequencing-for-carbon-capture-usage-and-storage-ccus-
deployment-phase-1-expressions-of-interest
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and the need for appropriate Business Models, we do not intend for GGR Projects to apply for
the same Phase-2 process, as set out in the remainder of this document. Instead, Section 6
outlines a separate process including Business Model development that aims to run in parallel
with the Phase-2 process. Initially, we intend to run an Expression of Interest (Eol) for GGR
Projects which has been published alongside this document.

Projects selected in Phase-2 to connect to Track-1 T&S Networks will have the first opportunity
to be considered to receive any necessary support under the government’'s CCUS Programme.

This support includes:

e The £1bn CCS Infrastructure Fund (CIF), which will primarily support capital expenditure
on T&S Networks and industrial carbon capture Projects. Being sequenced onto Track-1
does not guarantee that CIF funding will be awarded CIF funding will be allocated
through the negotiations process in line with the approaches outlined in the ICC and T&S
Business Models detailed below. Any decision to award CIF funding would be subject to
the conditions set out in Section 1.6 below and government being comfortable that CIF
funding represents value for money for the consumer and the taxpayer in the context of
other government support mechanisms.

e CCUS business models as a support mechanism for T&S, power and industrial carbon
capture, as well as a business model for low carbon hydrogen. Further details on the
support for T&S®, power CCUS’, industrial carbon capture® and hydrogen® Projects via
these business models were set out earlier this year, including provisional Heads of
Terms (HoTs) for power'® and industrial carbon capture. In addition, government
published an update on the DPA and ICC business models in parallel with this
publication. Support for industrial carbon capture and hydrogen will be funded by our
new Industrial Decarbonisation and Hydrogen Revenue Support (IDHRS) scheme.

By commencing Phase-2 of the Cluster Sequencing Process, we hope to build on the
significant recent steps that government has taken to progress CCUS development,
including the following (set out below for information only):

e Publishing the National Infrastructure Strategy in November 20202

e Publishing the Energy White Paper in December 20203

6 https://www.gov.uk/Government/publications/carbon-capture-usage-and-storage-ccus-business-models

7 https://assets.publishing.service.qgov.uk/government/uploads/system/uploads/attachment data/file/1023071/dpa-
business-model-october-2021.pdf

8 https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1023095/icc-
business-model-october-2021.pdf
9https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1011469/Cons
ultation on a business model for low carbon hydrogen.pdf

10

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment data/file/1023072/dpa-
provisional-heads-terms-october-2021-annex-a.pdf

11 hitps://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment data/file/1023454/icc-
front-end-agreement-october-2021-annex-a.pdf

12 hitps://www.gov.uk/government/publications/national-infrastructure-strateqy

13 hitps://www.gov.uk/government/publications/enerqy-white-paper-powering-our-net-zero-future
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e Confirming Front End Engineering Design (FEED) funding for clusters under the
Industrial Decarbonisation Challenge, in March 20214

e Publishing a consultation on the CCUS Cluster Sequencing Process in February 2021
with a government response published in May 20213,

e Launching Phase-1 of the CCUS Cluster Sequencing Process in May 2021 with a call for
cluster submissions’®,

e Publishing ‘CCUS Supply Chains: a roadmap to maximise the UK’s potential’ in May
2021 which sets out how government and industry can work together to “harness the
power of a strong, industrialised UK CCUS supply chain, whilst ensuring that the CCUS
sector as a whole remains investible, cost effective and focused on delivery”."”

e In August, alongside the UK’s first-ever Hydrogen Strategy we published three
consultations on: the design for a Hydrogen Business Model'8; proposed design of the
Net Zero Hydrogen Fund (NZHF)'%; and a UK Low Carbon Hydrogen Standard?°. These
consultations closed to stakeholder responses on 25 October. Government will look to
publish responses to these consultations in due course.

e Publishing the Net Zero Strategy (NZS) in October 20212'. The NZS announced the
Industrial Decarbonisation and Hydrogen Revenue Support (IDHRS) scheme. The
IDHRS will fund the allocation of the hydrogen business model contracts to both
electrolytic and CCUS-enabled Projects from 2023, resulting in up to 1.5 GW of low
carbon hydrogen contracts awarded to Projects over the next few years. The Net Zero
Strategy sets out that we will be announcing a funding envelope in 2022 to deliver up to
3 MtCO.,/yr of industrial carbon capture by the mid-2020s through the Industrial Carbon
Capture Business Model. The Net Zero Strategy also states that: “Subject to costs
falling, we also committing to further allocation rounds for all types of eligible low carbon
hydrogen production and industrial carbon capture from 2025.”

e To further inform policy and associated legislative proposals to underpin the T&S
business model, we also published on 2 August consultations on the duties and
functions of the economic regulator for CO, transport and storage??, and on the
government’s proposals for a decommissioning regime for CCUS?23, both were open for

14 https://www.ukri.org/news/ukri-awards-171m-in-uk-decarbonisation-to-nine-Projects/
15 hitps://www.gov.uk/government/consultations/carbon-capture-usage-and-storage-market-engagement-on-

cluster-sequencing#download-the-full-outcome
16

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment data/file/986007/ccus-
cluster-sequencing-phase-1-guidance-for-submissions.pdf
7https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/984308/ccus-
supply-chains-roadmap.pdf

18 https://www.gov.uk/government/consultations/design-of-a-business-model-for-low-carbon-hydrogen

19 https://www.gov.uk/government/consultations/designing-the-net-zero-hydrogen-fund

20 hitps://www.gov.uk/government/consultations/designing-a-uk-low-carbon-hydrogen-standard

21 hitps://www.gov.uk/government/publications/net-zero-strateqy
22https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1007774/ccus
-economic-regulator-consultation.pdf
23https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1007773/ccus
-decommissioning-consultation.pdf

Page 12 of 112


https://www.ukri.org/news/ukri-awards-171m-in-uk-decarbonisation-to-nine-projects/
https://www.gov.uk/government/consultations/carbon-capture-usage-and-storage-market-engagement-on-cluster-sequencing#download-the-full-outcome
https://www.gov.uk/government/consultations/carbon-capture-usage-and-storage-market-engagement-on-cluster-sequencing#download-the-full-outcome
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/986007/ccus-cluster-sequencing-phase-1-guidance-for-submissions.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/986007/ccus-cluster-sequencing-phase-1-guidance-for-submissions.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/984308/ccus-supply-chains-roadmap.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/984308/ccus-supply-chains-roadmap.pdf
https://www.gov.uk/government/consultations/design-of-a-business-model-for-low-carbon-hydrogen
https://www.gov.uk/government/consultations/designing-the-net-zero-hydrogen-fund
https://www.gov.uk/government/consultations/designing-a-uk-low-carbon-hydrogen-standard
https://www.gov.uk/government/publications/net-zero-strategy
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1007774/ccus-economic-regulator-consultation.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1007774/ccus-economic-regulator-consultation.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1007773/ccus-decommissioning-consultation.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1007773/ccus-decommissioning-consultation.pdf

Cluster Sequencing for Carbon Capture Usage and Storage Deployment: Phase-2

responses until 26 September. We will look to publish a response to those consultations
in due course.

e Launching Phase-2 of the Industrial Energy Transformation Fund in September 202124,
The fund will support industrial sites to undertake studies into carbon capture
technologies, and to provide grants towards the capital costs of deploying these
technologies.

1.2 Track-1 Cluster Announcement

Alongside the government’s Net Zero Strategy we announced the Clusters that have been
selected to participate as Track-1 Clusters; these are Hynet and the East Coast Cluster. We
now intend to commence a new stage of engagement with the T&SCos of these Clusters in
accordance with Section 2.5 of this document. Projects that wish to apply for support as part of
Phase-2 must be able to connect to one of the Phase-1 Track-1 Clusters.

The delivery of at least two CCUS clusters by the mid-2020s is not the extent of our ambition,
and more information on future plans can be found in Section 1.8.

Reserve Cluster

We also announced the Scottish Cluster as a reserve cluster if a back-up is needed. A reserve
cluster is one which met the eligibility criteria and performed to a good standard against the
evaluation criteria in Phase-1. As such, we will continue to engage with the Scottish Cluster
throughout the Phase-2 process, to help it continue its development and planning. This means
that if government chooses to discontinue engagement with a cluster in Track-1, we can
engage with this reserve cluster instead.

By naming a reserve cluster, government retains the flexibility to alter the provisional Track-1
sequencing decision under certain circumstances.

Government may choose to discontinue engagement with a cluster in Track-1 and in such
circumstances reserves the right to engage with the reserve cluster instead. Some key
circumstances in which this situation might arise are described in further detail in Section 1.6,
below.

Projects intending to connect to the Scottish Cluster (“Reserve Cluster Projects”) are invited to
apply in Phase-2 but must note that there is no guarantee the reserve cluster will be
sequenced. References to Track-1 clusters in the eligibility criteria (including, but not limited to,
Sections 1.2, 2.3, 2.4, 3.2, 4.3 and 5.2 and the relevant Annexes) should be read as inclusive
of the reserve cluster in order to facilitate Submissions from Reserve Cluster Projects being
reviewed in the Phase-2 process. Please note that allowing Reserve Cluster Projects to apply
in this Phase-2 process does not in any way guarantee that Reserve Cluster Projects will
become eligible for support at any point.

24 https://www.gov.uk/government/publications/industrial-energy-transformation-fund-ietf-phase-2-autumn-2021
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As stated above, Reserve Cluster Projects are invited to apply in Phase-2 and should not
expect any further opportunities to apply for Phase-2 in the event that the reserve cluster is
sequenced. However, if Government chooses to discontinue engagement with a cluster in
Track-1 at any stage of the CCUS Cluster Sequencing Process or the subsequent negotiations
stage, it reserves the right to make any changes it may consider necessary to the CCUS
Cluster Sequencing Process and to issue updated guidance.

1.3 Objectives

The considerations set out in this document apply to the process that would take place for
Projects that meet the eligibility and evaluation criteria outlined in this document through to
negotiations with government and are part of the first tranche of Projects that can connect to
Track-1 clusters.

As this document and associated annexes represent the second phase of the CCUS Cluster
Sequencing Process, the objectives listed in Section 1.3 of the Phase-1 guidance document,
which aim to realise several key benefits of CCUS deployment, such as improving investor
confidence and willingness to commit to CCUS Projects by demonstrating the effectiveness of
the technology and commercial frameworks are still applicable.

In addition, there are some further objectives for Phase-2, including those for individual capture
technologies:

e Supporting a range of CCUS Projects and technologies across Track-1 clusters through
broad and aligned support packages to deliver optimum Project combinations in line with
investment decision timelines.

e Stimulating new Projects to come forward via an ‘open’ approach to Phase-2. Through
this we aim to improve the diversity of Projects to help prove technological concepts and
improve cost certainty via increased competitive tension.

e Supporting the development of initial industrial CCUS Projects from a range of heavy
emitting sectors across industry to help deliver low carbon industrial facilities. Selected
Projects are intended to put us on the path to meet our ambition of capturing and storing
6MtCO, of industrial emissions per year by 2030, and 9MtCO, by 2035 as set out in the
Net Zero Strategy?® and in line with our 2050 Net Zero target.

e Supporting hydrogen Projects which help enable at-scale low carbon Hydrogen
Production for use across the economy. Projects selected are intended to put us on the
path to 5GW low-carbon hydrogen production capacity by 2030, and help deliver the
aims set out in the Hydrogen Strategy and hydrogen milestones in the 10 Point Plan.

25 The Industrial Decarbonisation Strategy set out the ambition to capture 3MtCO, of industrial emissions per year
by 2030 but to put us on the pathway for delivery of carbon budget 6 this ambition has increased to deliver
6MtCO, of industrial emissions per year by 2030, and 9MtCO, by 2035.
https://www.gov.uk/government/publications/net-zero-strategy
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e Supporting power Projects which will put us on the path to at least one operational power
CCUS in the mid-2020s and deliver firm low carbon power generation capacity to
balance renewable intermittency, maintain security of supply and keep total system costs
low.

e Minimising impact on T&S development through efficient Project evaluation and
negotiations and by selecting Projects which put us on the path to ensure the T&S
Network is optimally utilised across all operational phases.

Earlier this year, government accepted the Climate Change Committee’s Sixth Carbon Budget
recommendation and set in law the world’s most ambitious climate change target, cutting
emissions by 78% by 2035 compared to 1990 levels. This is a significant step in the UK's
global climate leadership and CCUS and hydrogen will be critical to meeting these important
commitments.

1.4 Process Overview

The Cluster Sequencing Process will be executed across two phases:

e In Phase-1, government received submissions from CO, transport and storage
organisations, and provisionally sequenced those which are most suited to deployment
in the mid-2020s onto Track-1 in accordance with government’s stated objectives.

e In Phase-2, government will receive submissions from individual Projects across capture
submissions (industry, power, hydrogen) to connect to the Track-1 T&S Networks.
Phase-2 will provisionally conclude following Project shortlisting and the announcement
of projects that will enter negotiations for possible support.

We viewed it necessary to conduct the Phase-1 evaluation at the cluster level to reflect the
inherent interdependency of the CCUS chain. Meanwhile, we have confirmed that the Phase-2
submission process will be open to all prospective power, Industrial Carbon Capture (ICC) or
Hydrogen Projects which could feasibly connect to one of the Track-1 T&S Networks
provisionally sequenced onto Track-1, regardless of whether they featured on the submission
made by that T&SCo. This allows for the opportunity to improve on those submissions and
achieve potentially improved value for money outcomes.

We have also retained the option for capture Projects to change T&S Networks in Phase-2. For
example, while a capture Project could appear on only one Cluster Plan in Phase-1, if that
capture Project’s original T&S Network is not sequenced onto Track-1 but the Applicant
considers that it could viably connect to a T&S Network that has been sequenced onto Track-
1, the Phase-2 submission could be submitted for that Track-1 T&S Network instead. More
information on Projects switching T&S Networks is found in Section 2.4.

Phase-1 launched on 7 May, with the publication of the Phase-1 guidance document and
associated annexes.

This document sets out the full details of the Phase-2 process for potential Applicants
(“Applicants”) wishing to connect to those Track-1 T&S Networks. Section 1.5 sets out a
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provisional timeline for Phase-2, while Section 2 provides guidance on the submission process.
Sections 3-5 provide more information for specific submissions (Power, ICC and Hydrogen).
The next steps for GGR Projects are outlined in Section 6. Finally, Section 7 outlines the next
steps for Projects taken through into negotiations.

To assist with Project submissions, Cluster Leads are expected to provide any necessary
information to prospective Applicants wishing to connect to their respective T&S Network.
Projects should factor this process into their timeline to ensure submission ahead of the
deadline below.

1.5 Phase-2 Timeline

Table 1 sets out the timeline on which we intend to execute Phase-2 of the Cluster Sequencing
Process as well as some of the key dates for Phase-1. Please note that these timelines are
indicative, and government reserves the right to alter these timelines at any stage in the
process.

Reflecting the latest information, including the data received in Phase-1 submissions,
government has amended the CCUS phases to a sequential approach. We do not expect this
timing change to impact our ability to bring forward at least 2 clusters by the mid-2020s.

Revisions to the provisional Phase-2 timeline as set out in the Phase-1 guidance document
include:

e Introduction of an Expression of Interest (Eol) window which opens in parallel with the
launch of Phase-2 and closes at 23:59 on 3 December 2021. This allows Projects that
are interested in applying to identify themselves, engage with BEIS during the
submission window and is intended to facilitate the Non-Disclosure Agreement (NDA)
process ahead of submission close. More information on these processes can be found
in Section 2.2.

e We moved the launch of the call for Phase-2 capture Projects to 8 November 2021 and
the submission window close to 23:59 on 21 January 2022. This move to a sequential
process allowed for the Track-1 T&S Network announcement ahead of the launch of
Phase-2.

e In the Phase-1 Launch Document we set out that particular capture Projects could
progress to negotiations shortly after the submission deadline. However, we now expect
to announce which Projects are being progressed into the negotiation phase from May
2022.

An indicative timeline is provided below. BEIS reserves the right to amend the dates at its
absolute discretion for whatever reason.

We expect formal support decisions to be made from Q2 2023, although this depends on the
progress of commercial negotiations.
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Table 1: Phase-2 Cluster Sequencing Timeline

Milestone Date

Phase-2 Launch — Expression of Interest and call for w/c 8 November 2021
capture Projects capable of connecting to the Track-1
and reserve cluster T&S Networks

Phase-2 - Expression of Interest window closes 3 December 2021

Phase-2 Engagement sessions w/c 6 December 2021

w/c 10 January 2022

Phase-2 submission deadline 21 January 2022

Phase-2 submission evaluation period 24 January — May 2022

Phase-2 decision — shortlisted Applicants are invited to From May 2022
participate in negotiation/due diligence stage

Decision in relation to allocation of support and Project From Q2 2023
offers allowing FID to take place

1.6 General Considerations

Without prejudice to any other rights reserved in this document, government reserves the right
to discontinue discussions with an Applicant at any point. In particular, government may
discontinue discussions with a particular Applicant where:

e the Applicant seeks to renegotiate elements of its Submission which would mean that it
no longer satisfies government’s eligibility criteria; or

e the Applicant seeks to renegotiate elements of its Submission which would have an
adverse effect on the score awarded to the Submission at any stage of the Phase-2
process; or

¢ the Applicant does not comply or is not able to demonstrate during the negotiation stage,
that it will be able to comply with the plans set out in its Submission (including in relation
to its supply chain) and/or under any of the evaluation criteria; or

e the Applicant does not comply with the requirements in relation to adherence to the
principles and/or terms of the relevant Business Model at any stage of this Phase-2
process or negotiations stage; or

e Government is unable to verify information contained within that Applicant's submission
which is relevant to the eligibility criteria and/or the score awarded at any stage of this
Phase-2 process; or
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e Government has otherwise determined in accordance with the rules provided to
Applicants during any stage of this Phase-2 process or subsequent negotiations stage
that the relevant Project will not be awarded financial support; or

e Government’s discussions with the relevant Track-1 T&SCo are delayed, aborted or
discontinued.

As regards the previous point, Applicants are advised that government may choose to
discontinue engagement with a Track-1 T&SCo and any associated emitters at any time. The
exercise of that discretion will be at government’s absolute and sole discretion. However,
examples of the circumstances in which government envisages exercising such discretion
include, but are not limited to government becoming aware that:

e the Track-1 cluster is no longer deliverable within the necessary timeframes. Reasons for
this conclusion might include discovery of a severe technical or commercial flaw which
significantly impedes the deliverability of the cluster.

e some or all of the benefits described in that Track-1 cluster’'s Phase-1 submission are
unattainable — for example if cost projections substantially increase, or if projected CO,
capture volumes fall.

e Government affordability envelopes are not sufficient to support the delivery of a Track-1
Cluster Plan within the Track-1 timescales.

Ultimately, the decision on whether to alter Track-1 will be discretionary and will sit with
ministers.

Applicants should also note that being invited to participate in any stage of this Phase-2
process does not mean that support will be awarded. The Secretary of State reserves the right
to cancel, amend or vary the Cluster Sequencing Process, including any envisaged stage and
any document issued pursuant to it, at any point and for any reason with no liability on his part.
In particular, the Secretary of State is not liable for any costs resulting from any amendment or
cancellation of, or delay to, the process, nor for any costs resulting from an Applicant
expressing an interest in this Phase-2 process, preparing a submission in this Phase-2 process
or discussing or negotiating any proposed support mechanisms.

The proposed terms of any support which may be offered to any Project following this Phase-2
process, including the form of the Business Models, are not final and remain subject to further
development by government in consultation with relevant regulators and the Devolved
Administrations, including in the light of the development and Parliamentary approval of any
necessary legislative amendments, and completion of necessary contractual documentation in
a way which is considered consistent with subsidy control principles.

It is expected that details of support offered for Projects with the exception of commercially
sensitive information, may be published following the completion of negotiations and awards.

The process will primarily be executed by BEIS and its technical, commercial, and legal
advisors. Support and expertise will also be drawn from across Whitehall including HM
Treasury, the Infrastructure Project Authority (IPA) and UK Government Investments (UKGI) as
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well as from its various Partner Organisations including OFGEM, Offshore Petroleum
Regulator for Environment and Decommissioning (OPRED) and the Oil and Gas Authority
(OGA).

The department may also share information provided by Projects (including information within
the Submissions or EOIs) with other parts of government for the purposes of policy
development and facilitating coordination in certain areas if relevant, for example, CCUS
supply chains. In addition, this information may be aggregated and anonymised for the
purposes of engagement with external audiences.

1.7 Interactions with Other Government Support

Section 1.1 outlines support which may be offered following Phase-2 of the CCUS Cluster
Sequencing Process for Power, Industrial Carbon Capture and Hydrogen production Projects.
This includes Business Models for each submission to provide operational support and
encourage private investment, and the CIF which will provide capital support towards the T&S
Network and ICC Projects.

In addition to the CIF, government is also providing capital support through the Industrial
Energy Transformation Fund (IETF) and the Net Zero Hydrogen Fund (NZHF).

Any negotiations to allocate support to Projects may need to adjust for allocations of capital
and revenue support funding received from other government support schemes where
relevant.

Industrial Energy Transformation Fund

The £315m Industrial Energy Transformation Fund (IETF), announced in the 2018 Budget, is
designed to help businesses with high energy use to cut their energy bills and carbon
emissions through investing in energy efficiency and low-carbon technologies.

Phase-1 of the IETF supports the deployment of energy efficiency Projects as well as energy
efficiency and decarbonisation studies and has supported FEED studies for deep
decarbonisation Projects, including CCUS technologies.

In Phase-2, launched in September, the IETF expands the Phase-1 offer to include capital
funding for deep decarbonisation deployment, including CCUS technologies. Phase-2 is
allocated across four competition windows, worth a combined £220m, with the first £60m
window running between 27 September 2021 and 6 December 2021.

Any assessment of Projects for IETF funding decisions are for IETF purposes only and will not
be used for decisions made as part of the CCUS Cluster Sequencing Process. Companies
cannot receive government support from multiple sources (i.e. from both CIF and IETF) for the
same eligible costs and this will be reviewed within due diligence processes.
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Net Zero Hydrogen Fund

The Net Zero Hydrogen Fund (NZHF) will support at-scale deployment of low carbon hydrogen
production during the 2020s. We recently ran a public consultation on the design of the NZHF
which closed in October. We expect to publish a response to this consultation in due course.

Hydrogen Projects that are successful as part of Phase-2 of the CCUS Cluster Sequencing
Process may be eligible for NZHF support.

1.8 Future Ambitions and Track-2

Through our legally binding commitment to reach net zero emissions by 2050, the UK
government has made clear its commitment to decarbonising the economy.

We are also clear on the key role that CCUS must play in enabling this transition; the Climate
Change Committee (CCC) state that CCUS is a necessity if we are to reach net zero by
2050.The Cluster Sequencing Process described in the Phase-2 and Phase-1 documents,
including the package of available support outlined above, represent the next step in pursuing
this aim.

We have committed to support four clusters by 2030 at the latest. Government is also clear
that in order to reach net zero all industrial clusters will need to decarbonise, and CCUS will
play a key role in enabling this.

Having identified the clusters most suited to deployment in the mid-2020s, we will continue to
work with industry to map and support a logical sequence for future CCUS deployment which
balances the needs of CCUS developers with strategic government objectives. On which
government recently published an update on Track-226.

With this in mind, we would further emphasise that Track-1 and Track-2 are both seen as key
components of the overall Cluster Sequencing Process, and that the Track-1 sequencing
decision will not impact upon government’s long-term commitment to CCUS deployment in any
given cluster.

26 https://www.gov.uk/government/publications/cluster-sequencing-for-carbon-capture-usage-and-storage-ccus-
deployment-phase-1-expressions-of-interest/1-november-2021-update-carbon-capture-usage-and-storage-ccus-
track-2
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Section 2: General Submission Guidance

2.1 Submission Structure

This submission guidance applies to Power, Industrial Carbon Capture and Hydrogen Projects
only. For GGR Projects, details of the separate Expression of Interest process are set out in
Section 6.

Projects wishing to apply must select a Project Representative who will be provided access to
the online submission portal and will be responsible for submitting all the relevant Project
information. The Project Representative is expected to be from the primary, or partner,
organisation responsible for Project development which must be a legal entity. For Capture-as-
a-Service (CaaS) this is expected to be the CaaS Group Lead.

Project Representatives must provide completed copies of each of the relevant submission
forms found on the Phase-2 landing page, along with supporting evidence where required, to
be considered under the Phase-2 process. The five forms required are as follows:

e Annex A - Power CCUS Project Plan (A1), Industrial Capture Project Plan (A2),
Hydrogen Project Plan (A3): these documents consist of a series of key questions
relating to the details of the Project submission. The relevant Project Plan (and
associated supporting documentation) will form the primary basis for scoring under the
deliverability, emissions reduction and learning and innovation criteria, and will
supplement the two templates described below in assessing against the economic
benefits and cost criteria. Our intention in designing the Project Plans is to avoid making
the process unnecessarily onerous for Projects, and to allow for references to supporting
documentation, rather than reproduction of information, wherever possible. This
supporting documentation should be concise and referenced within the Project Plan and
submitted alongside it, via the online submission portal.

e Annex B — Economic Benefits Template: this document requires Projects to provide a
range of key data inputs, which are used to assess a submission’s potential for
generating economic benefits such as number and quality of jobs and transparency of
supply chain procurement process. This template together with the relevant section of
the Project plan forms the primary basis of evaluation against the economic benefits
criterion.

e Annex C — Power Cost Model (C1), Industrial Carbon Capture Cost and Emissions
Template (C2), Hydrogen Cost and Emissions Template (C3): these documents
require Applicants to input a range of information regarding the lifetime costs of their
Projects. Along with information provided in the Project Plan, this template is used to
calculate a combined Levelised Cost of Abatement (LCOA) for industrial carbon capture,
Levelised Cost of Hydrogen (LCOH) for hydrogen Projects and to capture information
underpinning the Availability Payment Rate (APRI) bid for power CCUS. These are the
primary metrics for evaluation against the cost considerations criterion. For industrial
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carbon capture and hydrogen, the Annex C also includes a tab for emissions reduction
metrics.

e Annex D - Financial Statements Template: this document requires Applicants to input
a range of financial information including income statements and forecasts to allow
government to assess the financial status and resilience of the Applicant. These figures
should be supported by relevant accounting notes and documentation.

e Annex E — Power References matrix (E1), Industrial Capture References matrix
(E2) Hydrogen References matrix (E3): this document enables Projects to cross-
reference the additional evidence and documents provided with the questions in the
Project Plan. This will help to ensure all relevant documents are being considered within
the evaluation.

We would encourage Applicants to be aware of the word limits attached to each question in the
Project Plan. Any information provided above the word limits will be removed before
information is provided to assessors and will not count towards the score.

The relevant components must be uploaded by the Project Representative through the online
submission portal. In addition, the Project Representative is required to provide a range of
further information directly via the portal, including:

e Corporate information relating to the Project and its parent company/companies (if
applicable).
e Project details including outline, employment and timescale.
e Declarations in relation to:
o Compliance of the Project with equalities obligations.

o Applicability of either mandatory or discretionary exclusions to the Project
Representative

o The accuracy of any and all information contained within the submission.
Please note that all information requests within the portal should be taken as relating only to
the Project Representative, unless clearly indicated otherwise.

After submitting, Applicants will be notified via email to confirm that the submission has been
received by BEIS.

BEIS reserves the right to take any piece of information provided in any section of the
submission into account in relation to any component of the Phase-2 scoring to which it is
pertinent, including shortlisting considerations.

Information submitted may also be used in Project negotiations as outlined in Section 7.
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2.2 Entry Process

The entry process for Phase-2 of the Cluster Sequencing Process consists of 3 key stages, as
set out in the timeline above:

e Expression of Interest
e Submission Window Engagement
e Final Submission

Expressions of Interest and Non-Disclosure Agreements

To be considered under Phase-2 of the Cluster Sequencing Process, the Project
Representative should submit an Expression of Interest (Eol) to BEIS on behalf of their Project
(or Projects for CaaS submissions) by 23:59 on 3 December. Submitting an Eol by this date
will allow Projects access to the engagement sessions listed below and ensure Non-Disclosure
Agreements (NDAs) can be discussed and signed ahead of the submission window close. The
Eol template can be found on the Phase-2 Cluster Sequencing landing page.

A separate Eol process for GGRs is provided in Annex F and described in Section 6.

Projects should ensure they meet the relevant eligibility criteria (Power, Industrial or Hydrogen,
found below) before returning the Eol. Once BEIS receives the Eol, we will provide the Project
Representative access to the online submission portal as detailed above.

The Project Representative, as the entity responsible for information submission, will be
required to enter into an NDA with BEIS. This NDA will help to ensure that comprehensive and
credible supporting information can be effectively provided throughout the evaluation process.
The NDA will set parameters for government’s use of potentially sensitive information provided
as part of the Submissions taking into consideration the Secretary of State’s statutory
obligations (including under the Freedom of Information Act 2000 (FOIA), the Data Protection
Act 2018 (DPA), General Data Protection Regulation (GDPR) and the Environmental
Information Regulations 2004 (EIR)).

The NDA will also set out criteria that the Project/CaaS Group will be expected to follow in
respect of information-sharing arrangements that they must put in place with Project partners,
as further detailed in the section on Anti-Competitive Behaviour, below.

Although under no obligation to do so, BEIS reserves the right to process Eols received after
the above deadline at its absolute discretion. Projects that wish to participate in Phase-2 but
have not submitted an Eol by this date should contact BEIS immediately.

Submission Window Engagement

In order to support Projects in preparing submissions that fit the Phase-2 evaluation criteria
BEIS intends to carry out engagement sessions, to ensure Projects have a clear understanding
of government’s criteria and objectives in Phase-2 of the Cluster Sequencing Process.
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Invitations for these sessions will be extended to all Applicants which submit an Eol, as above;
indicative dates for the engagement sessions as follows:

e Week commencing 6 December 2021

e Week commencing 10 January 2022

These dates should be treated as indicative at this stage; BEIS will issue invitations to each of
the Project Representatives confirming the date once Eols have been submitted. Project
Representatives may in turn forward the meeting invite onto relevant Project partners (subject
to compliance with the section on Anti-Competitive Behaviour, below). We expect the sessions
to focus on general and submission (Power, Industrial, Hydrogen) specific queries.

In addition to these engagement sessions, Projects may submit clarification questions on the
process by emailing one of the email addresses, depending on the topic of the question:

e Questions relating to power Projects - powerccusphase2@beis.gov.uk

e Questions relating to hydrogen Projects - hydrogenccusphase2@beis.gov.uk

e Questions relating to industrial Projects - industrialccusphase2@beis.gov.uk

In the email, you should explain why the question has been raised so the context is clear. The
question should clearly identify the document and text for which clarification is being sought.
You should also only email questions to the relevant address to prevent any delays in a
response. If you have questions covering more than one area, you should send these as
separate emails.

BEIS will publish the question and the response provided, except in circumstances where the
Project sending the question has requested that the question and response is treated as
confidential (further details below). This principle is also applicable to any questions raised in
the submission engagement sessions which are not specific to the individual Project
concerned.

A Project may request, at the time of submitting a question, that BEIS treats a clarification
question and its response as confidential. BEIS will advise the Project in advance of providing
the answer if it considers that all or any part of the question cannot be treated as confidential,
at which time the Project may either withdraw the question or accept that the question and its
response will be treated (in whole or part), as non-confidential.

The deadline for the submission of clarification questions is 23:59 on 13 January 2022, ahead
of the submission window closing on 21 January.

Final Submission

As per the timeline set out in Section 1.5 of this document, finalised submissions must be
submitted on the online portal by the Project Representative to BEIS by 23:59 on Friday 21
January 2022. Full details and further guidance on the materials which should be included in
final submissions are set out in Sections 3 (Power), 4 (Industrial Carbon Capture) and 5
(Hydrogen) of this document.
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BEIS may issue supplementary questions in relation to the information submitted. BEIS
reserves the right to consider a response to any supplementary question at its absolute
discretion. Unless specified otherwise, Projects will have three working days to respond to
these requests. For any reason, including, but not limited to, if an answer is not received within
the time limit, BEIS reserves the right not to consider the answer to a supplementary question
in its evaluation.

Anti-Competitive Behaviour

The Competition Act 1998 prohibits anti-competitive behaviour such as collusion (including bid-
rigging).

In Phase-1 we set out several obligations on Cluster Leads to ensure that confidential
information was collated, stored and only shared in a way intended to minimise the risk of anti-
competitive behaviour. The details of these obligations can be found in Section 2.1 of the
Phase-1 Guidance Document.

Accordingly, Cluster Leads each entered into an NDA with BEIS confirming their obligations
which apply throughout this process, including but not limited to mitigating anti-competitive
behaviour and managing conflicts of interest. Notably, the NDA required that individuals that
have received Confidential Information as part of Phase-1 must not be involved in the
preparation of proposals as part of Phase-2 of the CCUS Cluster Sequencing Process.

The NDA between BEIS and each Cluster Lead also requires the Cluster Leads to provide
prospective Phase-2 Applicants wishing to connect to the Cluster Lead’s T&S Network with the
information and documentation reasonably required for the purposes of preparing a
submission at Phase-2. This includes both Projects that formed part of the Cluster Lead’s
original Cluster Plan as part of Phase-1 as well as Projects that did not form part of the Cluster
Lead’s original Cluster Plan.

As outlined above, Project Representatives will be required to enter into NDAs, to help to
ensure that they can share accurate and timely information about the Project, including
updating data where applicable, with BEIS. Projects bidding as a consortium are expected to
nominate a Project Representative which can act on behalf of the Project and BEIS expects
such Projects to have adequate data sharing agreements between Project partners in place.

Phase-2 NDAs will also include requirements for Projects to share information and
documentation that may be reasonably required with the relevant Cluster Lead to inform
discussions and align Final Investment Decisions across the Cluster.

Phase-2 NDAs entered into with CaaS groups are also expected to require CaaS groups to
take appropriate measures to prevent anti-competitive behaviour. We expect the parties and
Projects within the CaaS group to put in place their own arrangements for information sharing
across the group, where it is anticipated that the CaaS Group Lead (the CaaSCo) will collate
the information, and that information relating to an emitter within a CaaS group must only be
passed ‘up’ to the CaaSCo and not be shared by a CaaSCo with other emitters.
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Process Evaluation

BEIS may also contact the Project Representative at a later point to request feedback on its
experience of the submission process for evaluation purposes. Any information collected for
this purpose will be collected and stored in line with General Data Protection Regulation
(GDPR) principles.

2.3 Eligibility and Evaluation

The eligibility criteria set out in the individual capture technology sections have been
specifically developed for Phase-2 of CCUS Cluster Sequencing Process. Only those Projects
that meet the relevant eligibility criteria will be evaluated further and be capable of being
shortlisted to participate in the negotiation/due diligence stage.

For Phase-2, we intend to apply the same five categories of evaluation criteria as set out in
Phase-1: Deliverability, Emissions Reduction, Cost Considerations, Economic Benefits, and
Learning & Innovation; with refinements around sub-criteria and weightings to better represent
individual capture submissions (Power, Industrial and Hydrogen). Projects’ overall scores will
be calculated using their final scores against each criterion, which will then be combined
according to the associated weightings, as set out in the individual capture technology
sections. Projects will then be ranked comparatively within capture applications.

Projects will next be assessed against individual shortlisting considerations and selected for
negotiations based on their final ranking. These shortlisting factors and how they will be
applied is described in the relevant submission section below. The selected Projects will then
be taken forward to negotiations and due diligence as outlined in Section 7, noting that
government will look to publish more detail on this part of the process in due course.

The considerations set out in this document apply to the final allocation process that would
take place for eligible Projects that are shortlisted through the evaluation criteria outlined in this
document as part of the first tranche of Projects that can connect to Track-1 clusters. For
Track-2 and any potential expansion of Track-1 clusters, we will consider reviewing the
eligibility criteria. This might include, for example, amending the minimum operational start
date to support Projects that will be deployed to later than the mid-2020s.

2.4 Non-Cluster Plan Projects and Projects changing Clusters

As outlined in the Phase-1 Guidance Document, we have confirmed the position set out in the
consultation, that the Phase-2 process will be open to all prospective capture Projects which
could viably connect, via pipeline or non-pipeline transport, to one of the T&S Networks
provisionally sequenced onto Track-1, regardless of whether they featured on the relevant
T&SCo’s Phase-1 submission.

In line with Section 5 of the February Consultation we have retained the option for capture
Projects to change T&S Network at Phase-2. Specifically, whilst a capture Project could
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appear on only one Cluster Plan in Phase-1, if that capture Project’s original T&S Network is
not named onto Track-1 but the developer considers that it could feasibly connect to a T&S
Network that has been sequenced onto Track-1, the Phase-2 submission could be submitted
for that Track-1 T&S Network instead. Noting, for the avoidance of doubt, that each Project
must select a single T&S Network in their Submission, as set out in the relevant submission
section below.

As noted above, the Phase-1 NDA with each Cluster Lead sets out that the T&SCo must
provide prospective Phase-2 Applicants wishing to connect to its T&S Network with the
information and documentation reasonably required for facilitating the CCUS Cluster
Sequencing Process and implementing the CCUS business models. We expect Projects to
contact Cluster Leads directly.

2.5 T&SCo process overview

In October 2021, government announced which T&SCos had been provisionally sequenced
onto Track-1.

The Track-1 T&SCos will be required to develop their proposals. In this regard, discussions
with the Track-1 T&SCos will be progressing in parallel with this Phase-2 process and the
negotiations/due diligence stage. However, please refer to Sections 1.2 and 1.6 of this
document which note that government may choose to discontinue engagement with a Track-1
T&SCo at any time in its absolute and sole discretion and set out examples of the
circumstances in which that discretion may be exercised.

The Department envisages that there will be a period of definition and due diligence, whereby
the Track 1 T&SCos will engage with government on a variety of technical and commercial
issues as plans for the T&S infrastructure progress. A significant amount of collaboration and
coordination is expected during this period. During this period, the T&SCo would be expected
to be able:

e to advise on how Projects, which may or may not be part of its original Cluster Plan, may
be incorporated.

e to demonstrate commitment to FEED and to optimise the design of the T&S
infrastructure;

e to move forward with all the regulatory processes and consents needed to realise the
T&S infrastructure;

e to agree a programme of work through to FID, taking account of government processes;
and

e to share new information across a wide range of issues, including the management of
risk, costs and respond to requests for information from advisers as due diligence
commences.
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During this period, government will also continue to progress the development of the T&S
Business Model (the TRI model). Early consideration with regards to the nature of support to
be provided from the CCS Infrastructure Fund may commence during this period. At the end of
this period and aligned with May 2022 Phase 2 milestone, it is intended that there will be a
review of progress of the development of the T&S Business Model and engagement with Track
1 T&SCos.

Following this it is contemplated that a detailed period of engagement on the key terms within
the T&S Economic Licence and other documentation will begin with the Track-1 T&SCos. This
exercise will build upon the TRI model updates published to date.

Key terms will need to be agreed on the economic licence, the government Support Package
and the CCS Infrastructure Funding Agreement. In addition, there are likely to be other
commercial agreements to be finalised. The Track-1 T&SCos will need to agree key terms
with Projects and the counterparty to emitter contracts.

Separately, the Track-1 T&SCos will need to have in place certain regulatory approvals and
consents before key terms can be finalised?’. The overall length of this engagement with
Track-1 T&SCos will be determined as part of the discussions to agree a programme of work
through to FID, taking account of government processes. Engagement will conclude once the
necessary clearances ahead of FID and financial close have been obtained.

The conclusion of the process would be without prejudice to any planning decision that needs
to be taken by the Secretary of State. Any future decision to offer any economic licence and
contract to the Track-1 T&SCos will also be subject to value for money considerations,
interactions with this Phase-2 process and the negotiations/due diligence stage, affordability
constraints, compliance with subsidy control rules and fiscal policy with regards to UK balance
sheet treatment. Projects must also obtain all the necessary regulatory approvals and
consents.

Further details on the process of concluding terms with the Track-1 T&SCos will be made
available alongside future T&S Business Model publications.

2.6 General Considerations

Credibility and Consistency of Information

In seeking to identify Projects which are most suited to deployment in the mid-2020s, BEIS will
place significant emphasis on the credibility and consistency of information provided. This will
also be taken as evidence of the maturity of submissions.

With this in mind, we would advise Project Representatives to ensure that all Projections made
in their Project Plan and wider submission (including deployment dates, capture volumes, and

27 This could include, for example, a decommissioning plan as proposed in the recent consultation, subject to any
required legislative process.
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cost profiles) are robust and properly supported by the accompanying documentation that they
submit. Across each of the evaluation criteria set out in Sections 3, 4 and 5 of this document,
Projects should provide supporting information and evidence which demonstrates the
credibility of Projections made in their submission. The onus will be on the Project
Representative to demonstrate to BEIS the credibility of information in a way that the Project
considers to be most appropriate; this may be, for example, through evidence of board sign off
and/or letters of intent.

Applicants must consider their obligations under competition law before agreeing to share any
information that could amount to competitively sensitive information; and Applicants will not be
penalised in the scoring for refusing to share information in circumstances in which the sharing
of that information could give rise to a breach of competition law.

Furthermore, as the Department has published Business Models or intends to publish
Business Models as soon as practicable, as detailed in Section 1.1, which have been
discussed with expert stakeholders from industry and which set out how the Department
intends to provide support to Projects, including the split of liabilities and the expected costs to
be borne by the public and private sectors, it is expected that the Project Representative shall
reflect this in the information and cost proposals it puts forward in its submission accordingly.
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Section 3: Power Submission and
Evaluation

3.1 Support Package

Projects that are selected following successful evaluation and negotiations are expected to
receive a Dispatchable Power Agreement (DPA), which will be funded through consumer
subsidies. For further details as to the design of the Power CCUS Business Model please refer
to the Business Model updates.??

Entering a negotiation does not mean that a DPA will be awarded. Any decision to award
support would only be made subject to the successful completion of any negotiation and due
diligence. Any negotiation would only conclude successfully once government has satisfied
itself of the desirability of the Project through a value for money evaluation. BEIS reserves the
right to pause or terminate these negotiations at any time.

Funding would not be committed unless at least: all subsidy control requirements have been
met, government is comfortable with any balance sheet implications, all relevant statutory
consents have been complete, and government is comfortable that the Project represents
value for money for the consumer and the taxpayer. BEIS may direct the Low Carbon
Contracts Company (LCCC) to enter into one or more DPA. BEIS shall reserve the right to
interrupt or terminate these negotiations at any time.

Projects which pass the Power eligibility criteria evaluation will be scored against the Power
evaluation criteria. We will then consider how Projects perform in combination by performing
an affordability check and assessing Projects against the shortlisting factors. The highest-
ranking Projects at this stage will then be placed on a shortlist to progress to the
negotiation/due diligence stage. The negotiation/due diligence stage will be closed out with a
Best and Final Offers (BAFO) submission, which—subject to Cluster Integration Check—will
inform the final decisions to allocate financial support (more information on this process is set
out in Section 7).

3.2 Eligibility Criteria

The eligibility criteria set out below have been specifically developed for Phase-2 of CCUS
Cluster Sequencing Process. Only eligible Projects will progress onto the evaluation stage.

28 Available at: https://www.gov.uk/government/publications/carbon-capture-usage-and-storage-ccus-business-
models
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Project Representatives are required to declare during the submission process that their
Project meets the eligibility criteria set out below. Eligibility, and supporting evidence, will then
be checked prior to the evaluation process.

During the evaluation process we will perform additional checks on the credibility of the
evidence provided and the robustness of any calculations involved, and Projects which fail to
provide sufficient evidence in respect of their satisfaction of the eligibility criteria will not
progress further into the evaluation process.

We reserve the right to adjust the delivery and milestone dates in the eligibility criteria if a
significant number of Projects are delayed such that we are unable to deliver CCUS
programme strategic objectives.

For Phase-2 Project selection, power Projects will be considered eligible if they meet the
following criteria:

Located onshore in GB

Projects are required to be located onshore in Great Britain to ensure that they are compliant
with the technical and commercial parameters of the Power CCUS Business Model.

Projects in Northern Ireland are not eligible for support in this phase of the process because
electricity policy is devolved, and Northern Ireland has a separate electricity market from Great
Britain. We have engaged the Northern Ireland Executive to scope out the desirability and
feasibility of supporting power Projects in Northern Ireland in future, noting challenges around
funding, legislation, and the impact on the I-SEM (potentially including subsidy control).

Have one of the eligible configurations
The power CCUS plant must be natural gas fuelled thermal generation.
The power CCUS plant could be:

e new build (where both generation and capture units are constructed); or

o retrofit (where CCUS technology is applied to an existing generating station, which
could range from adding a capture unit, through to repowering the generating station
and adding a capture unit). The award of support to retrofit CCUS is subject to the
outcome of a consultation (which closed on 8 September 2021) and implementation of
the necessary regulatory amendments.?®

The power CCUS plant must be one of the following technology types:

e Post-combustion.

29 Consultation page available at: https://www.gov.uk/government/consultations/carbon-capture-usage-and-
storage-amendments-to-contracts-for-difference-regulations
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e Pre-combustion (on-site).%°

e Oxy-fuelled combustion.

Have a minimum abated capacity of 100MWe

Through the Power CCUS Business Model, we are aiming to bring forward commercial scale
power CCUS plants that are able to make a significant contribution to electricity system
decarbonisation. Therefore, Projects must be able to generate and export at least 100
megawatts of low-carbon electricity (100 MWe) to the electricity grid to be eligible.

Have access to a CO, transport solution and Track-1 or reserve cluster CO, storage site

The Phase-2 process is open to Projects across Great Britain regardless of geographic
location and proximity to a T&S network. Projects are expected to demonstrate they have a
CO, transport solution and access to a Track-1 or reserve cluster CO, store. To demonstrate
access, Projects should have a provisional agreement, or evidence of progress towards an
agreement, with their preferred Track-1 or reserve cluster CO, store and CO, transportation
provider, and clear integration plans.

Have a minimum Projected capture rate of 90%

Projects must be designed to achieve a minimum of a 90% capture rate when the plant is
operating at full load. Capture rate calculations should include any associated on-site CO,
emissions required for the provision of energy input to the capture process (where applicable).
Operating at full load means a full load of combustion gas to deliver the BM (Balancing
Mechanism) unit as defined in the Balancing and Settlement Code.

Capture rate should be calculated by using:

Capture Rate (%) = __tew
co, gen
Where the terms are set out in Table 2 below.
Table 2: Definitions of terms in Capture Rate calculation
Term Definition
COz,xp Total projected flow of CO, into the T&S Network during an hour
of operation at full load.
COzgen Total projected generation of CO, during an hour of operation at
full load, including any associated combustion sources required

30 Power CCUS Projects with pre-combustion carbon capture are only eligible if the pre-combustion power
generation and capture plant are located on the same site and are owned and operated by the same organisation.
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for the provision of energy input into the capture process (where
appropriate).

This information should be confirmed within the Heat and Material Balance or Process Basis of
Design of the plant, which should be provided as part of the submission.

Demonstrated access to finance

To ensure Projects which enter the evaluation stage have the appropriate support to reach
operation, Projects must be able to show information about their financing plan and the status
of discussions with financiers. This could be shown, for example, by a letter from the board of
equity partners which commits to financing the Project and/or letters of support from financiers.
Government recognises that the support offered will likely be conditional upon the outcome of
negotiations.

Show that the Project is able to be operational no later than December 2027

This criterion has been proposed to align with government commitment to deploy CCUS in the
UK in the 2020s, with at least two clusters by the mid-2020s and at least one power CCUS
Project operational by the mid-2020’s. December 2027 is intended as a backstop date and
having a credible earlier operational date will count favourably towards the Project evaluation
stage.

Have commenced pre-FEED studies or be ready to commence pre-FEED no later than
the end of December 2022.

To ensure Projects are at an appropriate stage to align with operational dates of December
2027 or earlier, Projects must at a minimum be at pre-FEED stage or ready to commence pre-
FEED no later than December 2022. This must be set out in a Project execution plan as part of
the Project Plan.

We recognise that there are different processes for developing a capital-intensive Project and
different methods of describing the design stages and stage-gates to pass through. However,
the definition of pre-FEED for the purposes of eligibility for the Power CCUS Business Model is
as follows:

e Pre-FEED is the stage in which a Project undergoes feasibility studies with further
definition around cost estimates and technology specification to prove Project feasibility
and provide a basis to enter into the FEED stage. This stage may also be referred to as
Front End Loading (FEL) 2. It is expected that during the Pre-FEED stage the following
activities will be undertaken:

o The technical concept is defined evaluating viable options with respect to
technical, efficient energy utilisation, HSE, and economical aspects and
recommending the most feasible option for further development during FEED.

o Determining the preliminary plant configuration and battery limit conditions.

Page 33 of 112



Cluster Sequencing for Carbon Capture Usage and Storage Deployment: Phase-2

o Investigation and selection of equipment and potential providers.

o Review and recommendation of CO, capture technologies.

o Evaluation of utility requirements.

o An initial risk register is developed.

o A preliminary cost estimate and schedule are prepared for delivering the Project.

Pre-FEED is preceded by a screening / options appraisal stage (FEL 1) which takes the
Project from a statement of intent through to potential options being considered with a
recommendation of the preferred option to be taken forward.

Pre-FEED is followed by FEED (FEL 3) in which the design and cost estimate are defined to a
level sufficient for a financial investment decision to be taken and the implementation stage to
commence.

Note that we would expect Projects with earlier operational dates to be further ahead with their
FEED studies and this will be considered as part of Project evaluation.

Show that the Project will be able to have relevant consents in place no later than
December 2024

Applicants are required to show that planning consents and applicable agreements have been
obtained or demonstrate a proposed process and timetable that allows sufficient time for
planning consents and applicable agreements for connecting to gas and electricity networks to
be obtained in advance of entry into a potential DPA. Applicants are required to show that any
applicable agreements for connecting to the gas and electricity networks can be executed on
or before the start of the Target Commissioning Window for the installation. This will be
considered in further detail at the assessment stage. Timetabling should factor in the expiration
of any challenge period for the consents, and we reserve the right to delay or prevent entry into
a DPA where a valid challenge has been brought within the relevant time period.

3.3 Evaluation Criteria

Approach to Scoring

This section sets out the evaluation criteria which will be used in assessing the power CCUS
submissions for Phase-2. Projects will be allocated a score against each of the criteria. This is
explained below.

Where scores for a criterion are determined at least partially via qualitative evaluation — that is,
for Deliverability, Economic Benefits, Cost Considerations and Learning and Innovation — we
have provided a set of scoring descriptors to indicate how performance against the criterion
results in the score awarded.

Scores will be allocated based on the assessment of the relevant evidence against the scoring
tables outlined below. If evidence provided for a criterion is assessed to fall between or across
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more than one scoring descriptor then the Project will receive the score which most closely
represents the overall evidence provided against that criterion.

Weightings

Table 3 below sets out the weightings allocated to each of the Phase-2 evaluation criteria for
power CCUS projects. The headline criteria and weightings are unchanged from Phase-1.

Table 3: Power CCUS Phase-2 Evaluation Criteria

Criterion Weighting
Deliverability 30%
Emissions Reduction 25%
Economic Benefits 20%
Cost Considerations 15%
Learning and Innovation 10%

Power CCUS Projects’ overall scores will be calculated using their final scores against each
criterion, which are then combined according to the associated weightings set out above.

Minimum Scoring

Projects will be assessed against the deliverability criterion and need to achieve a minimum
score of 2 (as defined in Table 4 — Deliverability, below) to be shortlisted to participate in the
negotiation/due diligence stage. Projects that do not achieve a minimum of 2 for this criterion
will not progress any further in the Phase-2 Cluster Sequencing Process. This is to ensure only
viable Projects are shortlisted.

Deliverability (30%)

The deliverability criterion will consider the Project’s capability and capacity to deliver
successfully and the time at which the Project will come online.

The primary tool for assessing against the deliverability criterion will be the Project’s adjusted
Commercial Operation Date (COD). We define the COD as the date the plant is confirmed to
meet the Operational Conditions Precedent (OCP) and the Project begins operating and
transporting captured CO, emissions to permanent storage. In order to determine the adjusted
COD, the COD stated in the Project Plan will be assessed by BEIS and its advisors and
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adjusted according to our level of confidence in this date. In determining the level of
adjustment required, assessors will consider the credibility of the Project submission, with the
onus on the applicant to provide sufficient supporting information to demonstrate its credibility.
In this way, the adjusted COD acts as a combined measure of deliverability and maturity on the
one hand, and pace on the other.

By considering the adjusted COD along with a more general evaluation of the Project’s
deliverability profile, we will assign a deliverability score based on performance against three
key factors:

Government’s confidence that the Project is capable of delivering by December 2027
at the latest, such that a Project will score higher if we have a greater level of
confidence in delivery in this period.

The Project’s pace of delivery, such that a Project with an adjusted COD in, for
example, 2025 will score higher than a Project with an adjusted COD in, for example,
2027 all else being equal.

The Project’s suitability to meet the strategic and technical requirements of the power
CCUS programme and provide dispatchable, low-carbon mid-merit power to the
electricity system. The factors we will consider are:

o How the Project has been, or will be, designed to add dispatchable, low-carbon
power generation capacity to the electricity system. In particular, how the Project
has been designed to react to market conditions (i.e., start-up and shut-down)
quickly while minimising residual carbon emissions, especially emissions which
are not fed into the capture plant.

o The ability of the Project to connect to the electricity system and the gas grid.

In assessing against this criterion, Projects will be credited for providing clear and credible
evidence of the following in particular:

The capability and the organisational structure of the Project Representative and the
other companies developing the Project.

The preliminary basis of technical design or similar. This evidence should contain a
high-level description which details the technical proposal for the Project.

An integrated Project Plan with strong schedule logic that incorporates activity
durations which are judged to be within reason, for example in comparison to similar
activities undertaken on other Projects and considering any applicable processes, such
as acquiring any necessary planning permissions or procuring suppliers. The critical
path and relevant lead times should be clearly identified with floats incorporated as
required.

Progress to date against the stated Project Plan, with documentation and engineering
information provided to demonstrate that the Project is progressing to plan.
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e Progress in applying for and/or securing grid connection agreements for the electricity
and gas grids; if not yet secured, this should be properly accounted for in the Project
schedule.

¢ Accurate identification of the critical planning and consent stages, including
environmental permitting and abstraction licensing, with these properly accounted for in
the Project schedule.

¢ Financing arrangements for progressing the Project and the status of key commercial
agreements needed to realise the Project, with these properly accounted for in the
Project schedule.

¢ An agreement or evidence of progress towards an agreement to connect to an
appropriate T&S Network. We recognise that the level of commitment in place between
Projects and T&SCos may naturally vary depending on the Projects and T&SCos
stages of development. However, relevant evidence could include:

o A letter of support from a T&S provider(s).

o Memoranda of Understanding, connection agreements or draft Heads of Terms
with the T&S provider(s).

e Business plans for the organisations involved and details of how the Project fits with
the company’s overall strategic ambition as well as information relating to financial
health. This information should be supported by the Financial Statement Template
(Annex D).

e Detailed registers in place to identify key risks, with mitigations populated and pre- and
post-mitigation scores. The Project should demonstrate where mitigations are already
in place and present a clear implementation plan where they are not. This should take
account of cyber risks to both the Project and the resilience of the infrastructure once
commissioned, demonstrating secure by design principles. The Project should also
provide evidence of the steps taken to identify and assess cyber risks and the
mitigations that will be put in place to ensure strong cyber resilience.

e Clear adherence to safety regulations, and identification and mitigation of any residual
safety risks such that they are as low as reasonably possible across all components of
the Project.

¢ Ability of Project organisations to access the proper level of resource and capability
necessary to deliver their Project. Specifically, the following may be taken as evidence
of this:

o Key contracts in place with core suppliers — or, at a minimum, substantial
engagement with prospective suppliers.

o Evidence of engagement with technology licensors.

o Demonstration of the Project Representative’s competence to manage and
coordinate a programme of the scale and complexity of a Project.

o Evaluation of capability and capacity of supply chains to deliver required
materials, goods, and skills.
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The Project Plan includes further prompts as to the specific pieces of supporting evidence
which may be beneficial in supporting the Project to perform well against the deliverability
criterion.

In light of the responses and supporting evidence provided, assessors will assign a final score
to the Project by reviewing both the corrected COD and general deliverability evaluation in
aggregate, considering all information provided by the Project as well as its credibility. The
scoring categories for this criterion are defined as follows:

Table 4: Scoring Categories — Deliverability

Score Description

Low (1) e Evidence and responses provided in relation to one or more
relevant questions are missing or incomplete.

¢ Little to no confidence in the ability of the Project to deploy by
December 2027 at the latest and meet our strategic and
technical requirements, or in its delivery capability more
generally.3!

Low-Medium (2) e Adequate responses given to all relevant questions, with some
level of supporting evidence provided.

e Some possibility that the Project may be capable of deployment
by December 2027 at the latest and meet our strategic and
technical requirements, but limited confidence or certainty that
this is attainable.

Medium (3) e All relevant questions are fully answered and a reasonable
level of supporting evidence is provided.

¢ Responses and supporting information give a reasonable level
of confidence in the ability of the Project to deploy by
December 2027 at the latest and meet our strategic and
technical requirements.

e However, there may be reservations regarding the credibility of
some supporting information, or the Project’s capability in
certain delivery areas.

31 While delivery assumptions might be more uncertain for less mature Projects (e.g. those at
pre-FEED stage), it is expected that they may be in a position to receive a score above Low (1)
provided that sufficient evidence and responses are provided in the Project Plan and
uncertainties are adequately reflected in the submitted risk registers, costs, Projects schedule,
emissions reduction and other contingencies.
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Score Description

Medium-High (4) e Comprehensive responses given to all relevant questions and a
reasonable level of largely credible supporting evidence is
provided.

e Responses and supporting information give a strong level of
confidence in the ability of the Project to deliver by December
2027 at the latest and meet our strategic and technical
requirements, but potentially less confidence in its ability to
deliver at pace within that window.

High (5) e Comprehensive responses given to all relevant questions, with
clear and credible evidence provided to demonstrate delivery
capability.

e Responses and supporting evidence give a high degree of
confidence in the ability of the Project to support a COD by
December 2027 at the latest, meet our strategic and technical
requirements, and to deliver at pace within that window.

Emissions Reduction (25%)

The emissions reduction criterion will assess the potential offered by each Project to
decarbonise the electricity system by adding low carbon, dispatchable electricity capacity to
the energy mix.

Projects will be assessed based on the residual carbon dioxide equivalent that is emitted into
the atmosphere per kilowatt-hour of electricity produced, Loss Adjusted Metered Electricity
Output, while running at a steady state during reference conditions. This measure is called the
“carbon intensity” of the electricity produced, and is calculated as:

CO,e generated per hour (g) — CO,e captured per hour (g)

Carbon Int ity =
arbon Intensity Electricity output per hour (kWh)

Each Project is required to have a projected capture rate of at least 90% to be eligible for the
Phase-2 evaluation process, so these residual emissions should be significantly less than the
most efficient unabated closed cycle gas turbines currently available and Projects with the
lowest carbon intensity will score the highest.

Projects will be scored based on Table 5, which have been calculated using a baseline plant of
a H Class CCGT which has a carbon intensity of 327.2gC0O,e/kWh.3?

32 Data Table 2a of the Green Book supplementary guidance: valuation of energy use and greenhouse gas
emissions for appraisal (https://www.gov.uk/government/publications/valuation-of-energy-use-and-greenhouse-
gas-emissions-for-appraisal), updated on 15 July 2021, sets out that natural gas has a carbon intensity of
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Table 5: Scoring Categories — Emissions Reduction

Carbon Intensity (% of

Carbon Intensity* (gCO2e/kWh)

baseline)
5 0.00% < x < 2.50% 0.0=x<8.2
4.5 2.50% < x < 5.00% 8.2<x<16.4
4 5.00% < x < 7.50% 16.4<x<24.5
3.5 7.50% < x < 10.0% 245<x<327
3 10.0% < x < 12.5% 32.7<x<40.9
2.5 12.5% < x < 15.0% 40.9<x<491
2 15.0% < x < 17.5% 49.1<x<57.3
1.5 17.5% < x <20.0% 57.3<x<65.4
1 20.0% < x < 22.5% 65.4<x<73.6
0.5 22.5% < x 73.6 <X

* The carbon intensity figures in gCO,e/kWh have been provided for representative purposes
only and are rounded to one decimal place; the thresholds presented as a percentage of the
baseline plant will be used for assessing Projects.

Economic Benefits (20%)

This criterion aims to assess the potential contribution that the Project can make to the
government’s objective of supporting clean, resilient and sustainable economic growth as we
build back from the impacts of Covid-19. Projects should look to demonstrate the contribution
the power CCUS Project can make to the UK economy and government'’s levelling up agenda.

183.87gC0O2e per kWh of gross calorific value. The Electricity Generation Costs 2020 report
(https://www.gov.uk/government/publications/beis-electricity-generation-costs-2020) published in August 2020 set
out the efficiency for a H Class CCGT as 56.2% on a higher heat value (HHV) basis. To establish our baseline
carbon intensity, we have calculated 183.87 + 56.2% to give a carbon intensity for a H-Class CCGT of
327.1708gC0O2e/kWh.
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Evaluation against this criterion will be undertaken on the basis of information provided through
the Economic Benefits Template (Annex B) and answers provided within the Project Plan
alongside any associated supporting documentation.

Projects will be assessed against the economic benefits criterion with reference to four key
factors:

e Number and quality of jobs

e Transparency of supply chain procurement process
e Investment in CCUS skills

e Wider economic benefits

Number and quality of jobs

This will consider the number of direct and indirect jobs the Project can create and safeguard
as well as when these jobs will be realised and where they are located, and the overall wage
premium generated by these jobs. The template will consider the salaries of these jobs as a
contribution to GVA, with the data being evaluated using standard Green Book appraisal
methods (refer to Annex B for completion of this section).

Transparency of supply chain procurement processes

Projects will need to demonstrate how they will make their procurement strategies as
transparent as possible. For example, identifying supply chain opportunities, advertising them
as early as possible, and beginning meaningful engagement with CCUS supply chain
companies.

Investment in CCUS skills

We welcome evidence that demonstrates where Projects are individually or collectively
investing in training programmes to develop skills in CCUS, for example in apprenticeships and
retraining programmes, and the skill level of jobs. We will evaluate the wage uplift generated
via plans for future upskilling, to the extent that these factors support the delivery of the
Project, via standard Green Book appraisal methods. We ask that Projects provide detail on
these programmes and how they will target impacts to regions, local communities and at a
national level, as well as how they will support retraining workforces transitioning from other
sectors (refer to Annex B for completion of this section).

Wider economic benefits

In line with the commitments made in the Ten Point Plan, which set out the government’s
objective to drive local and regional growth to level up across the UK, Projects should ensure
their responses address their contribution to economic growth within the local area, in line with
the following key strategic priorities:

e Synergies with other decarbonisation programmes and potential to be a SuperPlace.
This could be demonstrated through, for example, the mapping of a broader
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decarbonisation pathway for the region, identifying the economic benefits and
opportunities of decarbonisation, as well as the development of skills required to
realise these benefits.

Regeneration and community renewal: Projects should consider how they can
contribute to improving and widening the economic benefits associated with their
development and impact on local communities. This could include but is not limited to,
for example, impacts on air quality, increased attractiveness to other businesses, local
transport links or land value. Projects should provide evidence of any wider economic
benefits that they deem to be relevant. Any engagement with local communities or
institutions that has taken place, or will take place, in support of these plans will be
seen as beneficial.

Equality, diversity and inclusion: Projects should consider how they can ensure the
diversity and inclusivity of their workforce, as well as how to incorporate hiring practices
which do not disadvantage those with protected characteristics.

In light of the responses and supporting evidence provided, assessors will assign a final
score considering all information provided by the Project, as well as its credibility. The
scoring categories for this criterion are defined as follows:

Table 6: Scoring Categories — Economic Benefits

Score

Low (1)

Description

The Project submission demonstrates only minimal levels of
economic benefit or no economic benefit at all.

Limited evidence provided which gives little to no confidence
in the ability of the Project to implement and realise the
expected plans (if any) and any consequential economic
benefits.

Low-Medium (2)

The Project submission demonstrates limited levels of
economic benefit.

Supporting evidence around economic benefits may be
limited in places but gives some confidence in the ability of
the Project to implement and realise the expected plans and
economic benefits.

Medium (3)

The Project submission demonstrates a reasonable level of
economic benefit.

Range of supporting evidence provided, giving confidence in
the ability of the Project to implement and realise the
expected plans and economic benefits.
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Score Description

Medium-High (4) e The Project submission demonstrates a high level of
economic benefit.

e Good level of supporting evidence provided throughout,
giving a good degree of confidence in the ability of the
Project to implement and realise its Projected plans and
economic benefits.

High (5) e The Project submission demonstrates a very high level of
economic benefit.

e Comprehensive and highly credible supporting evidence
gives a high degree of confidence in the ability of the Project
to implement and realise its plans and economic benefits.

Cost Considerations (15%)

Projects will be assessed based on their APRI bid, which should be expressed as the
£/MW/Settlement Unit that they would hope to receive if they were awarded a DPA.

To calculate their APRI bids, Projects should use the information published to date on the
Availability Payment, including in our DPA Business Model updates.33

We will assess Projects against this criterion by considering their APRI, including detailed
information provided in the Cost Considerations Template (Annex C1) and the Power CCUS
Project Plan (Annex A1), alongside any associated supporting documentation. Projects should
provide a detailed breakdown of the elements they have considered to develop their APRI bid,
and the assumptions and calculations that fed into their bid. We will use the detailed
information and supporting evidence provided to assess the confidence we have in the APRI
bid, which will inform the scoring as below. Annex C1 is a template that will aid evaluation, but
Projects may wish to adapt and/or supplement it to improve the confidence in the APRi bid.
This may include, but is not limited to, providing their own Project cost model.

The annexes will also capture information on the term length that the Project is proposing, but
this will not be used to assess cost.

Determining APRI bids

The Availability Payment Rate (APRi), measured in £/ MW/Settlement unit, is the term which
defines the size of the Availability Payment that will be made to the Project, as adjusted by the
net dependable capacity,3* availability of power generation and the capture rate of the Project.

33 https://www.gov.uk/government/publications/carbon-capture-usage-and-storage-ccus-business-models

34 As defined in the DPA business model update published in October, available here:
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1023071/dpa-
business-model-october-2021.pdf
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The final APRI for a Project will be agreed as part of the negotiation process between that
Project and the government if it passes the evaluation stage.

When determining the value of the APRi submitted for evaluation, some of the elements
Projects may wish to consider include:

e The anticipated costs associated with the Project, in particular its DEVEX, CAPEX and
fixed OPEX.

e The confidence interval associated with these cost estimates.

e The anticipated weighted average cost of capital for the Project and assumptions as to
how the Project will be financed.

e The average capture rate the Project will operate at in market conditions, including
assumptions for reductions in capture rate while starting up and shutting down
operations due to market conditions.

e The anticipated availability of low carbon generation, which is the percentage of the
term length of a DPA that the Project would anticipate being available to dispatch
power, including assumptions for generation outages, derating events and shutdowns
for maintenance.

e Projections for market revenues and other sources of income for the Project, including
those Projected post-DPA term, and assumptions that are used to derive these
Projections.

A detailed breakdown of these elements, including rationale for assumptions and supporting
evidence, where relevant, should be provided in the Power CCUS Project Plan (Annex A1) and
Cost Considerations Template (Annex C1). More information about the Availability Payment is
available in the Business Model updates released in December, May and October.

Government will then use the APRI bid together with the detailed information and supporting
evidence provided as the primary tools for assessing the cost considerations criterion. The
scoring categories for this criterion are defined as follows:

Table 7: Scoring Categories — Cost Considerations

Score

Description

Low (1) e APRI bid is high cost relative to other eligible Projects
(defined as in highest 30%) and we have moderate or low
confidence in the Project’s cost estimates and
contingencies.3%

OR

35 While assumptions might be more uncertain for less mature Projects (e.g. those at pre-FEED stage), they could
be assessed as moderate confidence if appropriate evidence and responses are provided in the Project Plan and
uncertainties are adequately reflected in the APRI calculation, confidence intervals and contingencies.
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Score Description

¢ APRI bid is competitive with other eligible Projects (defined
as between 30th and 70th percentile) and we have low
confidence in the Project’s cost estimates and contingencies.

Low-Medium (2) e APRI bid is low cost relative to other eligible Projects
(defined as in lowest 30%) and we have low confidence in
the Project’s cost estimates and contingencies.

OR

e APRI bid is high cost relative to other eligible Projects
(defined as in highest 30%) and we have high confidence in
the Project’s cost estimates and contingencies.

Medium (3) ¢ APRI bid is competitive with other eligible Projects (defined
as between 30th and 70th percentile) and we have moderate
confidence in the Project’s cost estimates and contingencies.

Medium-High (4) ¢ APRI bid is low cost relative to other eligible Projects
(defined as in lowest 30%) and we have moderate
confidence in the Project’s cost estimates and contingencies.

OR

¢ APRI bid is competitive with other eligible Projects (defined
as between 30th and 70th percentile) and we have a high
confidence in the Project’s cost estimates and contingencies.

High (5) ¢ APRI bid is low cost relative to other eligible Projects
(defined as in lowest 30%) and we have high confidence in
the Project’s cost estimates and contingencies.

Learning and Innovation (10%)

The creation and sharing of knowledge from early CCUS deployment will be a crucial step in
de-risking and enabling cost reduction for future CCUS Projects. The sharing of information will
also promote innovations and collaboration both within and between Projects. Within this
criterion government will be looking for a Project to demonstrate:

e That it will deliver replicability benefits, including having plans in place to reduce future
costs of power CCUS Projects. In particular, Projects which contribute to moving a
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technology, or multiple technologies, from one technical readiness level (TRL) or
commercial readiness level (CRL) to another.

e That it will contribute to the development of innovative technologies.

e That it will generate and share knowledge. Government will be considering both the
Key Knowledge Deliverables (KKDs) that will be generated and shared as well as the
plans the Project has in place to proactively disseminate this knowledge in a way to
benefit future Projects. This may include working with government, research
institutions, universities, Local Enterprise Partnerships, Higher Education Colleges, and
businesses to maximise impact. In particular, we would like to see evidence of:

o Open Technology, where the operator has the appropriate rights in relation to
the installed technologies to work with third parties such as researchers and
suppliers to adjust and develop the capture technology over the lifetime of the
plant. By being able to develop adjustments during the lifetime of the plant,
further learning and innovation can be realised, and costs can be reduced.

o Open Access, where few or no restrictions on sharing information and learnings
from the Project apply, and those that do are limited in scope.

o A commitment to knowledge sharing.

Previous government CCUS funding allocations have resulted in important information sharing
through KKDs. We would expect a similar level of information sharing as in previous funding
allocation rounds.®® The onus will be on the Project to describe what KKDs it will produce and
which ones it will be willing to share (either in full or redacted as appropriate).

We are not prescribing a specific level of information sharing, but Projects willing to share more
information, especially key information that will produce greatest learning, and proactively work
to maximise the benefits of information shared, will be advantaged through the scoring.
However, we acknowledge that some Projects will be unable to share some proprietary
information about their Project, and Projects will not be penalised for not sharing this
proprietary information.

Projects should consider their obligations under competition law before agreeing to share any
information that could amount to commercially sensitive information. Projects will not be
penalised in the scoring for refusing to share information in circumstances in which the sharing
of that information could give rise to a breach of competition law.

Table 8: Scoring Categories — Learning and Innovation

Description

Low (1) e Low confidence in the Project’s ability to deliver innovation,
meaningful learnings and cost reductions.

36 More detail on previous allocation rounds can be found here:
https://www.gov.uk/government/collections/carbon-capture-and-storage-knowledge-sharing
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Score Description

e Little or no willingness to share information.

Low-Medium (2) e Some confidence in the Project’s ability to deliver innovation,
meaningful learnings and cost reductions.

e Some willingness and/or commitment(s) to share
information.

Medium (3) e Good confidence in the Project’s ability to deliver innovation,
meaningful learnings and cost reductions.

e Moderate commitment(s) to share information.

Medium-High (4) e Good confidence in the Project’s ability to deliver substantial
innovation, meaningful learnings and cost reductions.

e Strong commitment(s) to share information.

High (5) ¢ High confidence in the Project’s ability to deliver substantial
innovation, meaningful learnings and cost reductions.

e Very strong commitment(s) to share information.

3.4 Shortlisting Process

After the evaluation process, Projects will be ranked by total Project score from lowest to
highest. We will then longlist Projects for further consideration on the basis of their ranking. We
will then identify a shortlist of the highest ranking Projects with regard to the bounds of our
affordability constraint, considering the need to drive competitive tension and accounting for
Projects potentially leaving the process or negotiations breaking down.

Following the approach in Phase-1, we will then step back to consider how plants perform in
combination. In the course of this process, evaluation rankings will remain the key determinant
of which Projects are shortlisted, but a lower ranking Project on the longlist may replace a
higher ranking one on the shortlist in specific circumstances. Only the lowest ranked shortlisted
Project could be replaced, and only then if the next highest ranked longlisted Project performs
better on a shortlisting scorecard.

The shortlisting factors which will be considered on the scorecard are as follows:

e Capacity added to the system: Power CCUS is vital to support the decarbonisation of
the UK'’s energy mix and to reach net zero. Within our affordability envelope, and
subject to the value for money of each Project, government will seek to maximise the
total low carbon dispatchable power added to the system.
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e Constraints on the electricity system: if multiple Projects come forward in one
location this could cause or exacerbate congestion on the electricity system and plants
may not be able to dispatch power when the electricity system as a whole requires it. It
will be necessary for government to assess the shortlisting of Projects to ensure that
constraints on the electricity system are accounted for and where possible mitigated.

¢ Diversity of technologies: a key objective of deploying power CCUS is to generate a
wide range of learnings and improve cost certainty for future rounds of CCUS
deployment. Having a diverse set of power CCUS technologies in Track-1 will
maximise the proportion of future Projects which are able to benefit from these
learnings.

It is important to note that these shortlisting considerations are not absolute requirements, but
considerations that will be assessed qualitatively in the shortlisting scorecard following the
evaluation process. Projects shortlisted in Phase-2 will progress to the negotiation/due
diligence phase, which is detailed in Section 7.
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Section 4: Industrial Carbon Capture
Submission and Evaluation

4.1 Support Package

Projects that are selected for Track-1 following evaluation and negotiations are expected
to receive ICC Business Model support through:

- An element of capital co-funding through the CCS Infrastructure Fund (CIF), where
relevant.

- An Industrial Carbon Capture Contract to provide revenue support through the Industrial
Decarbonisation and Hydrogen Revenue Support (IDHRS) scheme.

Projects will submit one submission for Phase-2 selection to be considered for capex co-
funding from the CIF and business model revenue support through the industrial carbon
capture contract, funded by the IDHRS?’. Information submitted will be used to inform the
negotiations stage in respect of CIF and IDHRS support. We may ask for further information as
part of our due diligence process for approving CIF grants and IDHRS support.

Entering a bilateral negotiation does not mean that any funding or contract will be awarded.
Any negotiations to allocate CIF and/or IDHRS may need to adjust for allocations of capital and
revenue support funding received from other government support schemes where relevant.
Any decision to award support would only be made subject to the successful completion of any
negotiation and due diligence. Any negotiation would only conclude successfully once
government has satisfied itself of the desirability of the Project through a value for money
evaluation. BEIS reserves the right to pause or terminate these negotiations at any time (more
information on this process is set out in Section 7).

Any decision to award support at any stage of this process will only be made subject to
government being comfortable with: the application of subsidy control requirements, any
balance sheet implications, the status of any relevant statutory consents and that the Project
represents value for money for the consumer and the taxpayer and is deliverable.

Further details on the business model can be found in the October Industrial Carbon Capture
Business Model update published earlier this year3?.

37 Capture-as-a-service (CaaS) Projects will be assessed as one single Project. Section 4.2 provides further detail
on how we intend to evaluate CaaS group Projects.

38 The ICC Business Model publications can be found at: https://www.gov.uk/government/publications/carbon-
capture-usage-and-storage-ccus-business-models
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4.2 CaaS Submission Structure

Each Capture as a Service (CaaS)3° Project must identify a CaaS Group Lead which should be
the representative for the CaaS Group, responsible for submitting the Industrial Capture
Project Plan and associated annexes. We expect the CaaS Group Lead to be the CaaSCo
(Capture as a Service provider) and submit on behalf of the capture Projects in the CaaS
Group.

The CaaS Group Lead should submit only one submission to BEIS on behalf of the Projects in
the group, including completed copies of each of the relevant submission forms detailed earlier
in Section 2.1.

CaaS Group Leads submitting on behalf of the CaaS Group are reminded that care must be
taken to ensure that any commercial information passing between the CaaS Group Lead and
CaaS Group entities relates solely to the preparation of a Phase-2 Cluster Sequencing
submission and any other information provided by one party to the other must be provided on a
strictly ‘need to know’ basis. For reasons of commercial sensitivity, CaaS Group entities can
submit information separately from the main submission for defined sections of the Industrial
Capture Project Plan, as outlined in Annex A2. Further detail on information sharing-
arrangements and anti-competitive behaviour considerations is detailed in Section 2.2.

The Industrial Capture Project Plan will set out what additional information is required from the
CaaSCo in order to assess the CaaS Group as a whole. All CaaS Group entities will be
individually assessed according to the relevant criteria. Given the interdependencies and
shared viability, the CaaS Group criterion scores will be an aggregated score of the individual
entities across the Group, except for cost which is both assessed and scored as a group. The
CaaS Group will receive a single overall score which will be calculated using the finalised
CaaS Group scores determined against each criterion and then be combined according to their
associated weightings. Further detail on these weightings can be found in in Section 4.4.

It is the responsibility of both the CaaSCo and CaaS Group capture Projects to ensure there is
sufficient information across any and all submissions made to fulfil the requirements of the
evaluation.

The information provided should, to the best ability of the CaaS Group Lead, not duplicate
emissions, costs or benefits to reduce the risk of assessors double counting evidence. The
CaaS Group Lead should state where evidence is attributed to an individual capture Project in
the CaaS Group or where evidence represents the CaaS Group as a whole. Requests for
clarification may be made to facilitate interpretation of the bid(s). If assessors interpret or infer
duplication of information, BEIS may contact the CaaS Group Lead to clarify the evidence that
has been submitted.

Individual capture Projects applying in a CaaS Group will only be considered as part of the
entire CaaS Group. A submission received from an industrial capture Project in addition to its

39 A company may offer ‘Capture as a Service’ (CaaS) on behalf of an industrial emitter(s) to capture the
emissions as a service, please see the May and October ICC Business Model publications for further details.
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submission as part of the CaaS Group will not be considered. There will be no recourse option
to reconfigure the CaaS Group if one of the CaaS Group entities demonstrates ineligibility, or
failure to achieve minimum deliverability or emissions reduction criteria scores. In this scenario
the CaaS Group will not be further assessed. BEIS will not reconsider the CaaS Group with the
remaining capture Projects or accept additional or re-submissions of individual capture
Projects to that CaaS Group.

The number of CaaS Group entities may mean that an increase to the word count limit is
needed to ensure quality submissions. Further details on CaaS word count adjustments can be
found in the Industrial Capture Project Plan (Annex A2).

4.3 Eligibility Criteria

The eligibility criteria set out below have been specifically developed for Industrial Capture
Projects entering Phase-2 of the CCUS Cluster Sequencing Process.

Projects will be asked to self-declare eligibility through the online portal and will only be invited
to submit upon successful completion of this stage. After the submission window closes, each
Project will go through an initial eligibility check to make sure that the evidence submitted
demonstrates that the Project is consistent with the eligibility criteria. Applicants will be notified
via email if they have been successful or unsuccessful after the eligibility stage. Only eligible
Projects will progress to the next stage where they will be assessed against the evaluation
criteria.

We reserve the right to adjust the delivery and milestone dates in the eligibility criteria if a
significant number of Projects are delayed such that we are unable to deliver CCUS
programme strategic objectives.

For Phase-2 Industrial Carbon Capture Project selection, Applicants will be considered eligible
if they meet the following criteria:
e Must be located in the UK.

e Must have access to a CO, transport solution and Track-1 or reserve cluster CO,
storage site.

e Must show that it is able to be operational*® no later than the end of December 2027.

e Must have commenced pre-FEED studies or be ready to commence pre-FEED no later
than the end of December 2022.

e Must meet the definition of an industrial facility.
e Must deploy an eligible CCUS technology.

e Must be able to demonstrate the ability to meet high capture rates of at least 85%%'.

40 We define operational as when there is continuous export of CO, volumes into the store.
41 We define capture rate as the percentage of CO, emissions captured from the specific emissions stream that
the capture technology is applied to.
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e For Projects in the Oil and Gas, CCUS-Enabled Hydrogen, Waste Management or
Combined Heat and Power (CHP) sectors, the Project must meet specific eligibility
criteria.

Further details on each of these criteria are set out below.

For CaaS submissions, in order to progress to the next stage of the evaluation, the CaaS
Group treated as a single Project will need to meet all the above eligibility criteria. The specific
treatment of criteria for CaaS submissions would be addressed in their respective sections.

Must be located in the UK

This criterion has been set to reflect UK government’s commitment across the UK to support
decarbonisation in line with our 2050 net zero target and Sixth Carbon Budget obligations.

For CaaS Groups, this criterion applies to individual capture Projects and the CaaSCo.

Must have access to a CO, transport solution and Track-1 or reserve cluster CO,
storage site

The Phase-2 process is open to submissions from Projects across the UK regardless of
geographic location and proximity to a Track-1 or reserve T&S Network. Projects are required
to demonstrate they have a CO, transport solution and access to a Track-1 or reserve cluster
CO, storage site. To demonstrate access, Projects should have an agreement or evidence of
progress towards an agreement with their preferred Track-1 or reserve cluster CO, store and
CO,, transportation provider, with clear plans on how they will integrate with a CO, store.

The eligibility check will review if the evidence submitted in the Industrial Capture Project Plan
demonstrates that the Project is consistent with this eligibility criterion. In the evaluation stage,
the deliverability criterion will assess whether the provisional agreements and integration plans
credibly align with the rest of the evidence submitted in the Industrial Capture Project Plan at a
more detailed level.

For CaaS Groups, this criterion only applies specifically to the CaaSCo. individual capture
Projects must have infrastructure in place for transport of emissions from the industrial facility
to the CaaSCo.

Must show that the Project is able to be operational no later than the end of December
2027

This criterion has been set to align with the government’s commitment to deploy CCUS in the
UK in the 2020s, with at least two clusters to be operational by the mid-2020s and supports
ambitions to abate 6MtCO, of industrial emissions per year by 2030, and 9MtCO, by 2035 as
set out in the Net Zero Strategy. Note that this is intended as a backstop date; having a
credible earlier operational date will count favourably towards the Project in the evaluation of
the deliverability at the evaluation stage.
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The eligibility check will review if the evidence submitted in the Industrial Capture Project Plan
demonstrates that the Project is consistent with this eligibility criterion. In the evaluation stage,
the deliverability criterion will assess the operational timelines at a more detailed level.

This date covers the operation of carbon capture technologies in existing industrial facilities
retrofitting carbon capture and new facilities built with carbon capture.

For CaaS Groups, this date refers to the CaaSCo’s earliest commercial capture of the first
Industrial Capture Project emissions and transfer to storage. Further details on how operational
dates are defined is provided in Section 4.4.

Must have commenced pre-FEED studies or ready to commence pre-FEED no later than
the end of December 2022

To ensure Projects are at an appropriate stage to align with operational dates of December
2027 or earlier, Projects must at a minimum be at pre-FEED stage or ready to commence pre-
FEED no later than December 2022. This must be set out in a Project execution plan as part of
the Project Plan.

We recognise that there are different processes for developing a capital-intensive Project and
different methods of describing the design stages and stage-gates to pass through. However,
the definition of pre-FEED for the purposes of eligibility for the ICC business model is as
follows:

e Pre-FEED is the stage in which a Project undergoes feasibility studies with further
definition around cost estimates and technology specification to prove Project feasibility
and provide a basis to enter into the FEED stage. This stage may also be referred to as
Front End Loading (FEL) 2. It is expected that during the Pre-FEED stage the following
activities will be undertaken:

o The technical concept is defined evaluating viable options with respect to
technical, efficient energy utilisation, HSE, and economical aspects and
recommending the most feasible option for further development during FEED.

o Determining the preliminary plant configuration and battery limit conditions.

o Investigation and selection of equipment and potential providers.

o Review and recommendation of CO, capture technologies.

o Evaluation of utility requirements.

o An initial risk register is developed.

o A preliminary cost estimate and schedule are prepared for delivering the Project.

Pre-FEED is preceded by a screening / options appraisal stage (FEL 1) which takes the
Project from a statement of intent through to potential options being considered with a
recommendation of the preferred option to be taken forward.
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Pre-FEED is followed by FEED (FEL 3) in which the design and cost estimate are defined to a
level sufficient for a financial investment decision to be taken and the implementation stage to
commence.

Note that we would expect Projects with earlier operational dates to be further ahead with their
FEED studies and this will be considered as part of Project evaluation.

For CaaS Groups, this criterion applies individual industrial capture Projects and the CaaSCo.
Must meet the definition of an industrial facility
For the purpose of this criterion, an ‘industrial facility’ is defined as a:

o facility;

e part of a facility (which can include an industrial process or collection of industrial
process(es));

which manufactures products, treats materials and/or provides services for use in or as part of
an industrial process or collection of industrial process(es) and falls within one or more eligible
sectors, set out below.

Eligible sectors:

We have set out which sectors are in scope for the ICC business model support for the first
ICC Contract allocation round under Phase-2 of the Cluster Sequencing Process. However,
please note that eligibility is also subject to relevant Projects meeting sector specific criteria set
out below.

Sectors in scope for the ICC business model support are Combined Heat and Power (CHP)
and those sectors that fall within the Standard Industry Classification (SIC) codes 5 to 33 and
38 (excluding 24.46). This includes (but is not limited to) oil and gas (such as crude oll
processing, natural gas processing, refining), iron and steel, cement, lime, chemicals (such as
fertilisers and hydrogen), waste management, food and drink, non-metallic minerals, paper and
pulp, and nonferrous metals.

However, Projects should note that there may be cases where a Project that falls within an
eligible sector is out of scope owing to the application of sector-specific criteria. These are:

e Offshore operations for oil and gas (such as the extraction of oil and gas from offshore
platforms); and

e New build CCUS-enabled hydrogen production facilities (refer to Section 5 for details on
eligibility for a hydrogen business model); and

e CHP and waste management Projects that do not meet the sector-specific criteria set out
below.
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Please refer to the sector-specific criteria set out further below for more details of the specific
eligibility criteria for oil and gas, CCUS-enabled hydrogen, waste management and CHP
Projects.

The eligibility check will review if the evidence submitted in the Industrial Capture Project Plan
demonstrates that the Project is an eligible type of industrial facility. Examples of evidence
Applicants could use to demonstrate they meet the definition of an industrial facility include: the
facility’s SIC code(s) and/or process design basis, demonstrated via an official document (such
as planning permissions or environmental permits) that describes the purpose of the facility.
However, it is recognised that the type of documentation available will not be uniform across all
facilities. Therefore, BEIS may accept alternative evidence that sufficiently demonstrates that
the Project meets this criterion.

For CaaS Groups, individual industrial capture Projects within the Group must all individually
meet the definition of an industrial facility as set out above.

Must deploy an eligible CCUS technology
Technologies in scope:

With the exception of new build CCUS-enabled hydrogen production, both existing industrial
facilities retrofitting carbon capture and new industrial facilities built with carbon capture
technology intrinsic to the process are in scope. In the case of new industrial facilities, only
costs related to the capture element of a new facility will be in scope to receive ICC business
model support.

Both full-scale carbon capture and modular carbon capture are in scope and all carbon capture
configurations (including pre- and post-combustion, oxyfuel and emerging technologies) are
eligible.

Technologies out of scope:

Industrial carbon capture and utilisation (CCU) Projects are out of scope of the Phase-2
Cluster Sequencing Process*2. Projects that are looking to implement a combination of CCS
and CCU, are within scope of the Phase-2 Cluster Sequencing Process. However, these
Projects will only be eligible for ICC business model support in relation to the captured CO,
emissions directed to the T&S Network and will not be supported for captured CO, directed to
utilisation.

Projects that utilise Direct Air Carbon Capture and Storage (DACCS) and other GGR
technologies are out of scope for ICC business model support. A project in receipt of ICC
business model support may not be eligible to apply for potential future GGR business model
support over the duration of the ICC Contract term. This is because, although the ICC business

42 Please see the October 2021 ICC Business Model update for further details. We will keep this position under
review for future ICC allocation rounds as the evidence base for CCU is developed. In the meantime, Projects
demonstrating or deploying CCU may be able to apply for government funding under the Industrial Energy
Transformation Fund (IETF), CCUS Innovation 2.0 or future rounds of the BEIS Energy Entrepreneurs Fund.
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model is not intended to provide supplementary support to incentivise negative emissions, if
any negative emissions occur as a consequence of utilising sustainable biomass feedstocks in
that installation (e.g. biogenic waste in an Energy from Waste plant), then support for the costs
of the capture plant would already have been provided. More information on next steps for
GGR Projects can be found in Section 6.

For CaaS Groups, this criterion regarding CCUS technology deployment eligibility only applies
specifically to the CaaSCo.

Must achieve high capture rates of at least 85%

Projects must be able to demonstrate the ability to meet a minimum CO, capture rate of at
least 85% for both new build and retrofit facilities*3. We define CO, capture rate (technology
efficiency) as the percentage of CO, emissions captured from the specific emissions streams
that the capture technology is applied to*4,4°.

In the event that the emitter does not require a new build capture plant (i.e. pre-combustion
capture is part of the process plant design), the CO, capture rate will still be defined as the
technological efficiency of the plant.

The minimum of 85% CO, capture rate refers to the minimum capture rate which must be
demonstrated in the Project’s submission. This will be evaluated initially as part of the eligibility
evaluation and at a more detailed level as part of the emissions reduction criterion.
Furthermore, this CO, capture rate must subsequently be demonstrated as part of the OCPs
under the ICC Contract. For more detail on ICC OCPs please see the October 2021 ICC
Business Model update.

Note that whilst 85% represents a minimum CO, capture rate; having a credible higher
proposed CO, capture rate will count favourably towards the Project in the evaluation stage
(refer to Section 4.4 for further detail on how the capture rate is scored within the Emissions
Reduction evaluation criterion). Incentivising higher CO, capture rates will reduce residual
emissions and drive our net-zero policy objectives.

The eligibility check will review if the evidence submitted in the Industrial Capture Project Plan
demonstrates that the Project is consistent with this eligibility criterion. In the evaluation stage,
the emissions reduction criterion will assess capture rates at a more detailed level.

For CaaS Groups, this criterion only applies specifically to the CaaSCo.

43 Please note that we are still considering any interactions this may have with a requirement for the Project to
meet any future UK Low Carbon Hydrogen Standard in order to secure support, which is subject to consultation.
All Industrial Carbon Capture Projects are required to meet the at least the 85% minimum capture rate
requirements set out in the ICC Business Model.

44 CO; capture rate does not refer to the percentage of captured emissions from the whole site, otherwise known
as application rate, or the additional emissions created by providing heat and power to the capture plant; it only
refers to the technology efficiency of the capture plant itself.

45 This calculation will only take into consideration how effective the capture facility is at capturing CO,, and not
whether it is injected to the T&S network or used for other purposes i.e. legal obligations to supply the food and
drink industry.
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Must meet specific eligibility criteria for Projects in the Oil and Gas, CCUS-Enabled
Hydrogen, Waste Management and CHP sectors only

In addition to eligibility criteria listed above, oil and gas, CCUS-enabled hydrogen, waste
management and CHP Projects implementing carbon capture must meet the sector-specific
criteria set out below.

The eligibility check will review if the evidence submitted in the Industrial Capture Project Plan
demonstrates that the Project is consistent with the eligibility criterion.

For CaaS Groups, the technical requirements set out in this criterion apply to individual
industrial capture Projects that are in the oil and gas, CCUS-enabled hydrogen, waste
management and CHP sectors only.

Oil and Gas

Onshore operations for oil and gas are in scope for ICC business model support. This refers to
up-, mid- and downstream onshore operations in the oil and gas sector, such as crude oll
processing, natural gas processing and refining. However, offshore operations in the oil and
gas sector, such as the extraction of oil and gas from offshore platforms, are not eligible for
ICC business model support.

CCUS-Enabled Hydrogen

Whilst retrofitting CCUS in existing ‘grey’ hydrogen facilities*® is within the scope of ICC
business model support, new build CCUS-enabled hydrogen production facilities are out of
scope. This is because hydrogen production in existing facilities has already proven to be
commercially viable and ICC business model support will cover retrofitting a capture
component. Therefore, existing hydrogen facilities retrofitting CCUS will only be able to apply
to the ICC Business Model for support and will be ineligible to apply for support under the
Hydrogen Business Model. However, the Hydrogen Business Model will cover new build
CCUS-enabled hydrogen production plants where commercial viability is less established. See
Section 5 for further details. Projects with industrial processes that produce hydrogen as a by-
product or intermediate product, will be considered eligible for ICC business model support if
they meet the wider eligibility criteria conditions and sector-specific criteria (if applicable) set
out in the rest of the eligibility criteria section and will not be treated as a CCUS-enabled
hydrogen Project.

The government consulted on options for a UK Low Carbon Hydrogen Standard that hydrogen
projects (including retrofit CCUS-enabled hydrogen and industrial processes that produce
hydrogen as a by-product) applying for ICC business model support may need to meet in order
to receive funding support. This position depends on the outcome of the consultation and
future decisions on compliance requirements with a final UK Low Carbon Hydrogen Standard
for retrofit CCUS-enabled Projects and Projects with industrial processes that produce
hydrogen as a by-product. If a decision is made to require these Projects to comply with a final

46The production of hydrogen from the reformation of natural gas, this does not include any processes that
produce hydrogen as a by-product or intermediate product.
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UK Low Carbon Hydrogen Standard in order to receive ICC business model support and
Projects are taken through to negotiations that may not initially meet that standard, there may
be scope to negotiate additional provisions for Projects to be able to meet the UK Low Carbon
Hydrogen Standard.

Waste Management

In order for a waste management facility to be eligible for Phase-2, the facility must meet the
general eligibility criteria for ICC business model support set out above, and it must also:

e Have a minimum of 20 years of remaining operational life; and
e Be classed as an eligible waste technology; and
e Have high efficiency ratings (for specified waste management technology types).

Further details on these criteria are provided below.
Must have a minimum of 20 years of remaining operational life

The waste management facility (either existing or new build) must have at least 20 years of
remaining operational life (from the expected operational date of the CCUS plant), to ensure
that we are only supporting plants that are still expecting to be operational after the ICC
Contract term.

This evidence must include documentation showing the original design life of the waste
management facility and the date when the plant is expected to come online. For design life
extensions, it must also include evidence to demonstrate (i.e. funding evidence) that the design
life of the plant can be extended through refurbishments already made or planned, including
any proof of commitments or rectification work.

The eligibility check will review if the evidence submitted in the Industrial Capture Project Plan
demonstrates that the Project is consistent with this eligibility criterion. In the evaluation stage,
the deliverability criterion will assess the evidence submitted in the Industrial Capture Project
Plan at a more detailed level, including evidence on how feasible any new build facility is.

Must be classed as an eligible waste management technology

In order to be eligible for ICC business model support under Phase-2 Cluster Sequencing, the
facility must be classed as an eligible waste management technology. Eligible waste
management technologies are:

e Energy from Waste (EfW): The incineration or combustion (with energy recovery*’) of
Municipal Solid Waste (MSW)?#& and/or Clinical Waste (CW)*°. Existing MSW and/or CW
incineration or combustion facilities with no form of energy recovery currently will be

47 The conversion of waste into usable electricity and/or heat only.
48 Domestic and/or commercial waste.
49 Waste produced from healthcare or similar activities.
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asked to set out credible plans for applying energy recovery (by the time of CCUS
operations) in order to be eligible for support.

e Advanced Thermal Treatment (ATT) or Advanced Conversion Technologies
(ACT): Using gasification or pyrolysis for the conversion of waste into either useful
energy (i.e. electricity or heat), chemicals or fuel. These facilities are not required to have
energy recovery in order to be eligible; however, if the facility has energy recovery, it
must meet the efficiency requirement stated below.

e Hazardous Waste Incinerators (HWI): The incineration of hazardous waste®® (here,
hazardous waste does not include CW). Energy recovery from HWI facilities may present
as a challenge due to a variety of reasons, such as the requirement for as much heat to
be utilised for the process as possible, and therefore, these facilities are not required to
have energy recovery in order to be eligible.

Any other types of waste technology are not eligible for support, including:

e Incineration or combustion of MSW and CW without plans for energy recovery; and

e Advanced Biological Treatment (i.e. Anaerobic Digestion).
Must have high efficiency ratings (for specified waste management technology types)
Government intends to provide support only to the most efficient waste management
technologies to ensure we are supporting facilities that maximise the energy value of waste,
aligning with the government’s Resources and Waste Strategy for England. Table 9 below sets

out details of the required efficiency, i.e. Recovery Operation (R1)%',%2, for various technology
types.

Table 9: Efficiency requirements for waste management technologies.

ATT/ACT
Efw
(Incineration/combustion | Gasification to Gasification | Pyrolysis e
of MSW and/or CW with | energy (electricity | to molecule
energy recovery) and/or heat) only | (chemicals
or fuels)
Efficiency R1 R1 Not applicable
Rating

A Project in receipt of ICC Business Model support may not be eligible to apply for potential
future GGR business model support over the duration of the ICC Contract term. Although the

50 Often using High Temperature Incinerators for waste containing substances harmful to humans or the
environment such as chemicals or asbestos: https://www.gov.uk/dispose-hazardous-waste

51 More detail on R1 status can be found at: https://www.gov.uk/guidance/waste-incinerator-plant-apply-for-ri-
status

52 R1 requirement refers to the efficiency of the plant before the CCUS facility has been installed only and does
not take into consideration any requirement from the capture plant.
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ICC Contract is not intended to provide supplementary support to incentivise negative
emissions, if any negative emissions occur as a consequence of utilising sustainable biomass
feedstocks in that installation (e.g. biogenic waste in an EfW plant), then support for the costs
of the capture plant would already have been provided.

Combined Heat and Power

In order for a current or proposed industrial CHP facility to be eligible for Phase-2, the facility
must meet the general eligibility criteria for ICC business model support set out above, and it
must also provide at least 70% of its energy output®3 to industrial facilities. Further details on
this criterion are provided below. The intention is for the ICC Business Model to only provide
support in circumstances in which the CHP facility (including where the CHP facility is owned
by a different entity (i.e. a standalone CHP))is primarily used by industrial facilities.

In cases where a CHP facility is embedded in an industrial process(es) and thereby its flue gas
stream is combined with other industrial process(es)’ streams directed to the capture plant®4,
the CHP facility as part of the wider industrial facility is eligible for support, but the CHP facility
would not be subject to the 70% criterion. Please note that, in such cases, the CHP facility will
not need to submit its own submission to BEIS, since the wider industrial facility with the CHP
is considered a single Project as its flue gas streams will be combined and directed to the
capture plant as one stream. As such, the CHP facility should be included as part of the
submission of the Project that its flue gas stream will be combined with. Projects looking to
apply CCUS to a CHP facility as well as a non-industrial process(es) are out of scope for ICC
Business Model support.

In the October ICC Business Model update, BEIS set out that CHP facilities must also be
certified under the CHP Quality Assurance (CHPQA) scheme or show plans to be certified at
the time of CCUS operations (with an appropriate time period to be allowed for the certification
process) in order to be eligible. The CHPQA scheme assesses CHP sites on the basis of their
energy efficiency and environmental performance and is used to ensure that the

associated fiscal benefits are in line with environmental performance®®.

However, further work has shown that there may be cases where it is not appropriate to
assess CHPQA certification at the eligibility stage. Instead, we are minded to require that full or
partial CHPQA certification®® be demonstrated by the time of CCUS operations. How any
CHPQA requirements may apply within the ICC business model will be set out in a future
business model update. For example, the Project may need to present a valid certificate to the
Counterparty in order to trigger support, where a valid certificate is an F3 certificate in the case

53 Energy output refers to the heat and electricity output. We do not require that the heat and electricity output
must both individually meet the 70% threshold, only that at least 70% of the energy output of the CHP plant must
be directed to industrial facilities.

54 Please note that this does not refer to the combination of multiple emitters’ flue gas streams in a CaaS Group,
but the combination of flue gas streams within the wider industrial facility.

55 Further details on the CHPQA scheme can be found at: https://www.gov.uk/guidance/combined-heat-power-
quality-assurance-programme.

56 A facility is fully or partially certified under the CHPQA scheme if it qualifies as Good Quality CHP (GQCHP) for
all or part of their inputs and outputs. For the threshold criteria for GQCHP, please refer to Guidance Note 10,
which can be found here: https://www.gov.uk/guidance/chpga-guidance-notes
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of a proposed CHP facility with less than one month of operational data, or an F4 certificate in
the case where the CHP is existing and is in normal operation. We will confirm with further
details in the next business model update®’.

Please note that the sector-specific eligibility criteria for CHP facilities do not apply to waste
management facilities with a CHP facility attached. Please refer to the waste management
eligibility criteria for further details.

Must provide at least 70% of energy output to industrial facilities

In order for an industrial CHP facility to be eligible for support, it will need to supply a minimum
threshold of 70% of its energy output to industrial facilities, unless the CHP facility’s flue gas
stream is combined with other industrial process(es)’ streams directed to the capture plant®8.
For CHP output only, we define an ‘industrial facility’®® as a facility or part of a facility that is
classified under SIC codes 5 to 33 (excluding 24.46). Capture plants that are solely capturing
emissions from the CHP facility are also an eligible end-use of the energy output, where
energy output is also provided to industrial facilities®®.

In cases where a CHP facility does not provide at least 70% of its energy output to industrial
facilities, there may be other government subsidy/revenue support schemes that are more
suitable forms of support. For example, if the majority of electricity generated from the plant is
sold to the grid, which results in less than 70% of overall energy output to industrial facilities, a
DPA may be the most appropriate business model to support the deployment of CCUS,
subject to the CHP facility being able to satisfy the separate eligibility criteria for the award of a
DPA. Please refer to Section 3 for further details.

Applicants will be asked to provide evidence that at least 70% of the energy output of the CHP
facility is, or will be by the time of CCUS operations (for new build or otherwise), utilised by
industrial facilities. Such evidence could include the capacity of the CHP facility, identifying end
user(s), information on the type of industrial activity taking place at the site of the end user(s),
details of the amount of heat and electricity used by the identified end users in relation to the
total output of the CHP facility and contracts, provisional agreements or invoices for energy
use.

4.4 Evaluation Criteria

General Considerations

57 This paragraph was updated on 21/12/2021.

58 Please note that this does not refer to the combination of multiple emitters’ flue gas streams in a CaaS Group,
but the combination of flue gas streams within the wider industrial facility.

59 The ‘industrial facility’ definition provided here is for the purpose of the CHP energy output only. Please refer to
eligibility criteria above for the full definition of industrial facility.

60 We have only referred to a CHP facility’s dedicated capture plant here because a CHP facility that supplies the
capture plant with energy to capture emissions from industrial facilities (as well as its own emissions, i.e.
combining emissions streams) will not be subject to the 70% criterion.
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This section sets out the evaluation criteria which will be used in assessing the Industrial
Carbon Capture submissions for Phase-2. The objective of Phase-2 for Industrial Carbon
Capture Projects is to select which Projects will go through to negotiation to potentially receive
revenue through the Industrial Carbon Capture Contract and capex co-funding support through
a Grant Funding Agreement. The evaluation process has been designed to select Projects
going through to negotiations that align with the following objectives:

e Commercial and technical viability
e Demonstrate value for money

e Contribute to government ambition of capturing and storing 6MtCO,, of industrial
emissions per year by 2030 and 9MtCO, by 2035 as set out in the Net Zero Strategy®’
and ultimately Net Zero by 2050.

e Supports a diverse set of industrial sectors to provide the broadest support to UK
industry and maximise learning and innovation potential in order to achieve net zero
ambitions.

Approach to Scoring

Projects will be allocated a score out of 5 against each of the criteria according to the
weightings explained below.

Where the Projects’ scores against a particular criterion are determined at least partially via
qualitative evaluation — that is, for Deliverability, Emission Reduction, Economic Benefits, and
Learning and Innovation — we have provided a set of scoring definitions to indicate how
particular levels of performance against those criteria map onto particular scores.

Scores will be allocated based on the assessment of the relevant evidence against the scoring
tables outlined below. If evidence provided for a criterion is assessed to fall between or across
more than one scoring descriptor then the Project will receive the score which most closely
represents the overall evidence provided against that criterion. In addition to this process, there
are further details on the scoring process for the Deliverability and Emissions Reduction
criteria, please see the additional scoring guidance relating to these criteria within their
respective sections below.

Table 10: Industrial CCUS Phase-2 Evaluation Criteria

Criterion Weighting
Deliverability 30%
Emissions Reduction 25%

61 https://www.gov.uk/government/publications/net-zero-strategy
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Criterion Weighting
Economic Benefits 20%
Cost Considerations 15%
Learning and Innovation 10%

Projects’ overall scores will be calculated using their finalised scores against each criterion,
which will then be combined according to their associated weightings as set out in the table
above. Similarly, for CaaS submissions both the Industrial Capture Project and the CaaSCo
will be individually assessed according to the relevant criteria. Given the interdependencies
and shared viability, the CaaS Group criterion scores will be an aggregated score of the
individual entities across the group, except for cost which is both assessed and scored as a
group. The CaaS Group will receive a single overall score which will be calculated using the
finalised CaaS Group scores determined against each criterion and then be combined
according to their associated weightings.

Once a Project or CaaS Group has been fully assessed and given an overall score, a
shortlisting process will be used to determine which Projects will be invited to participate in the
negotiations/due diligence stage. Further details in relation to the process are provided in
Section 4.5

Minimum Scoring

Projects will be assessed against deliverability and emissions reduction criteria and need to
achieve a minimum score of 2. Projects that do not achieve a minimum score of 2 for each of
those criteria will not progress any further in Phase-2 of the Cluster Sequencing Process.

Any individual capture Project or CaaSCo that does not achieve the minimum scores for both
deliverability and emissions reduction criteria will result in the entire CaaS Group Project being
ruled out of the evaluation.

Deliverability (30%)

The deliverability criterion will consider the industrial carbon capture Project and (where
applicable) the CaasCo’s capability and capacity to deliver its Project successfully and the
timeline on which the Project will come online.

The primary tool for assessing against the deliverability criterion will be the Project’s adjusted
Commercial Operation Date (COD). For the purpose of this assessment, the COD means the
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first date when continuous export of CO, emitter volumes into the store begins®? (for CaaS
Group Projects this would be when first continuous CO, exports from the CaaSCo into the
store begins®?), where this injection is confirmed to meet the Operational Conditions Precedent
(OCPs).

In order to determine the adjusted COD, the COD stated in the Industrial Capture Project Plan
will be assessed by BEIS together with our advisors and adjusted according to our level of
confidence in this date. In determining the level of adjustment required, assessors will consider
the credibility of the submission, with the onus on the Applicant to provide sufficient supporting
information to demonstrate this credibility. In this way, the adjusted COD acts as a combined
measure of deliverability on the one hand, and pace on the other.

By considering the adjusted COD along with a more general evaluation of the Project’s
deliverability profile, we will assign a deliverability score based on performance against two key
factors:

e Government’s confidence that the Project is capable of deploying no later than the end of
December 2027, such that a Project will score higher the greater the level of confidence
in delivery in this period.

e The Project’s pace of delivery within the mid-2020s, such that a Project with an adjusted
COD in, for example, 2024 will count more favourably than a Project with an adjusted
COD in, for example, 2026.

In assessing against this criterion, the credibility of the following evidence in particular will be
considered:

e The capability to deliver and the organisational structure of the Industrial capture Project
representative and, for CaaS, the companies involved in the group.

e An integrated Project plan with strong schedule logic that incorporates activity durations
which are judged to be within reason, for example in comparison to similar activities
undertaken on other Projects and taking into account any applicable processes, such as
acquiring any necessary planning permissions or for procuring suppliers. The critical
path and relevant lead times should be clearly identified with floats incorporated as
required.

e Progress to date against the stated Project plan, with documentation and engineering
information provided to demonstrate that the capture Project is progressing to plan.

62 The COD must reflect the date upon which OCPs are fulfilled in order for the store to accept continuous CO,
export from the Project. OCPs are conditions that must be satisfied, or waived, in order for contractual payments
to commence. The minded-to-positions on OCPs for the ICC Business Model contract are published in the ICC
October Business Model update and Projects should refer to these in establishing their COD date for the purpose
of this assessment. https://www.gov.uk/government/publications/carbon-capture-usage-and-storage-ccus-
business-models

63 For the purpose of this assessment, CaaS groups must consider their COD as the date upon which their first
emitter is able to export continuous CO, emitter volumes into the store on the basis of it having met the OCPs as
provisionally set out in the October Business Model update.
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e Progress in applying for and/or securing any permits; if not yet secured, this should be
properly accounted for in the Project schedule.

Accurate identification of the critical planning and consent stages, including
environmental permitting and abstraction licensing, with these properly accounted for in
the Project schedule®.

e Financing arrangements for progressing the Project and the status of key commercial
agreements needed to realise the Project.

o The evaluation will not seek to determine and score Projects on their stated
capex co-funding levels (other than the extent set out below) but evaluate the
credibility of the capex schedule, how funding gaps are settled and if this is in line
with the Project’s requirements. This information will be used to inform future
negotiations in respect of capital and business model revenue support.

o Any capex co-funding grant would be less than 50% of the total capital costs of
the Project. Projects are required to take these capex co-funding limits into
account when preparing their submissions. This limit will be considered as part of
the assessment of the credibility of stated capex co-funding grant required from
the Project.

e An agreement or evidence of progress towards an agreement to connect to a Track-1 or
reserve cluster CO, storage site and CO, transport solution. We recognise that the level
of commitment in place between an early-stage Project and its partners may naturally
vary depending on the Project’s stage of development so any evidence of agreements
would be welcome. For example, this could be:

o A letter of intent or provisional agreement with the T&S provider(s);

o Memoranda of Understanding, collaboration agreements or draft Heads of Terms
being in place between the Projects and the T&S provider(s).

e Business plans for the organisations involved and details of how the Project fits with the
company’s overall strategic ambition as well as information relating to financial health.
This information should be supported by the Financial Statement Template (Annex D).

e Detailed registers in place to accurately identify key risks, and with mitigations populated.
The Project should demonstrate where mitigations are already in place and present a
clear implementation plan where they are not. This should take account of cyber risks to
both the Project and the resilience of the infrastructure once commissioned,
demonstrating secure by design principles. The Project should also provide evidence of
the steps taken to identify and assess cyber risks and to identify mitigations to ensure
strong cyber resilience.

e Clear adherence to safety regulations, and identification and mitigation of any residual
safety risks such that they are as low as reasonably possible across all components of
the Project.

64 We reserve the right to delay or prevent entry into a contract where a valid planning approval or permit consent
challenge has been brought which could undermine the ability of the Project to achieve its COD.
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e Ability of Project organisations to access the proper level of resource and capability
necessary to deliver the Industrial Capture Project. Specifically, the following may be
taken as evidence of this:

o Key contracts in place with core suppliers — or, at a minimum, meaningful
engagement with - prospective suppliers.

o Evidence of engagement with technology licensors.

o Demonstration of the Project organisation’s competence to manage and
coordinate a Project of this scale and complexity.

o Evaluation of capability and capacity of supply chains to deliver required
materials, goods, and skills.

e Additional information required from CaaS Projects:

o Commercial agreements between individual industrial capture Projects and the
CaaScCo.

o Evidence of engineering studies and designs specifically for the CaaSCo
arrangements, aside from the capture plant, and associated interconnecting
infrastructure design.

o Plans for initial CaaS Group structure that including indications of minimum
capture Project requirements and volume for CaaS Group viability

e Additional information required from Waste Management Projects:

o Evidence that the facility has a minimum of 20 years operational life remaining
(from the expected COD of the carbon capture plant).

The Industrial Capture Project Plan includes further prompts as to the specific pieces of
supporting evidence which may be beneficial in supporting the Project to perform well against
the deliverability criterion.

In light of the responses and supporting evidence provided, assessors will assign a
deliverability score to the Project by reviewing both the adjusted COD and general deliverability
evaluation in aggregate, considering all information provided by the Project as well as its
credibility and consistency.

Deliverability minimum score - Projects that do not sufficiently demonstrate commercial or
technical viability to deliver the Project before the end of December 2027 will not be able to
score the minimum score of 2 or above and will be removed from further evaluation,
shortlisting considerations or negotiations. This additional level of scrutiny is to ensure only
Projects assessed to be viable are considered and progressed through to negotiations.

The scoring categories for this criterion are defined as follows.
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Table 11: Scoring Categories — Deliverability

For interpreting these categories in the context of CaaS Group submissions, the term ‘Project’
would refer to the entire aggregate Group submission, with the descriptors referring to the
Group in aggregate or the entity(s) within the Group most appropriate to fulfil or evidence the

criterion.

Score

Low (1)

Description

Evidence and responses provided in relation to one or more
relevant components of the Industrial Capture Project Plan are
missing or incomplete.

Little to no confidence in the ability of the Project to deploy no later
than the end of December 2027, or in its delivery capability more
generally®. Little to no evidence of commercial arrangements with
other relevant companies.

Low-Medium

(2)

Adequate responses given to all relevant questions, with some
level of supporting evidence provided. Adequate responses and
supporting information to give confidence in the ability of the
Project to deploy no later than the end of 2027. Adequate
evidence of commercial arrangements with other relevant
companies.

However, there may be reservations regarding the credibility of
some supporting information, or the Project’s capability in certain
delivery areas.

Medium (3)

Comprehensive responses given to all relevant questions in the
Industrial Capture Project Plan and are supported by a reasonable
level of largely credible supporting evidence.

All relevant questions in the Industrial Capture Project Plan are
fully answered and a reasonable level of supporting evidence
provided.

Responses and supporting information give a reasonable level of
confidence in the ability of the Project to deploy no later than the
end of December 2027 .Evidence of commercial arrangements
with other relevant companies is reasonable.

65 While delivery assumptions might be more uncertain for less mature Projects (e.g. those at pre-FEED stage), it
is expected that they may be in a position to receive a score above Low (1) provided that sufficient evidence and
responses are provided in the Project Plan and uncertainties are adequately reflected in the submitted risk
registers, costs, Projects schedule, emissions reduction and other contingencies.
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Medium-High e Comprehensive responses given to all relevant questions in the
4) Industrial Capture Project Plan and are supported by a reasonable
level of largely credible supporting evidence.

e Responses and supporting information give a strong level of
confidence in the ability of the Project to deploy no later than the
end of December 2027, but potentially less confidence in its ability
to deliver at pace within that window. Good level of evidence of
commercial arrangements with other relevant companies.

High (5) e Comprehensive responses given to all relevant questions in the
Industrial Capture Project Plan, with clear and credible evidence
provided to demonstrate delivery capability.

e Responses and supporting evidence give a high degree of
confidence in the ability of the Project to deploy no later than the
end of December 2027, and to deliver at pace within that window.

e Strong level of evidence of commercial arrangements with other
relevant companies.

Emissions Reduction (25%)

The emissions reduction criterion will assess the potential offered by each Project to generate
reductions in CO, emissions in line with government ambitions. There will be an assessment of
the credibility of evidence throughout the evaluation of this criterion. We further divide and sub-
weight this into three sub-criteria:

e Emissions reduction effectiveness (50%)
e Total CO, emissions reduction (40%)

e Potential for future CO, emissions reduction (10%)

To assess the credibility of evidence submitted for this criterion, Projects will be asked to
include references to the project risk register and set out the key uncertainties in the emissions
profile or risks that could reduce capture volumes and otherwise affect any submitted evidence
in the Industrial Capture Project Plan.

Projects are asked to provide responses and supporting evidence for the Emissions Reduction
criteria in the Industrial Capture Project Plan (Annex A2) and to include quantitative emissions
metrics and emission capture profiles (emissions captured and stored) for their capture plant(s)
up to 2050 (or lifetime period if earlier), in the Cost considerations and Emissions Reduction
template (Annex C2).

Page 68 of 112



Cluster Sequencing for Carbon Capture Usage and Storage Deployment: Phase-2

Emissions reduction effectiveness

Projects will be asked to provide details and supporting evidence of the Industrial Capture
Project’s or CaaSCo’s effectiveness in reducing CO, emissions of the wider industrial facility or
CaaS Group. The following areas will be considered:

CO,, capture rate of the capture plant (the percentage of CO, emissions captured from
the specific emissions stream(s) that the capture technology is applied to) (%).

CO,, capture rate of the capture plant when including CO, emissions from additional fuel
used for the supply of heat and/or power to the capture plant and associated equipment
including compression/pumping/liquefaction and any other associated operations
performed at the capture plant site, together with indirect emissions associated with
imported heat and electrical power supplied to the capture plant (%).

Application rate (CO, emissions captured from the specific emissions stream(s) that the
capture technology is applied to, as a percentage of total CO, emissions across the
whole site) (%). CaaS Groups should provide the application rates for each Project in the
group.

Energy performance of the capture plant and energy penalty of the capture plant,
including compression/pumping/liquefaction and any other associated operations
performed at the capture plant site (i.e. electrical and thermal energy consumption per
tonne of CO, captured (MWh/tonne of CO5,)).

CO, emissions intensity associated with the operation of the industrial facility per tonne
of product prior to the installation of carbon capture. CaaS Groups should report CO,
emissions intensity for each Project in the group prior to the installation of the CaaSCo
carbon capture facility.

CO, emissions intensity associated with the operation of the industrial facility per tonne
of product following the installation of carbon capture. CaaS Groups should report CO,
emissions intensity per tonne of input CO, (CO,/tonne of product®®) for the CaaSCo and
CO, emissions intensity for each Project in the group.

Embedded emissions associated with the construction of the capture plant (tonnes CO,)
and processes the Project is using to reduce embedded emissions during construction of
the capture plant.

Emissions reduction strategy to demonstrate that the Industrial Capture Project is part of
a whole-site strategy. This may include methods on how the industrial facility will deploy
other emissions reduction technology, such as fuel switching using e.g. hydrogen and/or
electrification and other technology, across other emissions streams across the site to
reduce CO, and CO, equivalents of greenhouse gases. This strategy could also set out
why CCUS is being deployed on certain emissions streams and the emissions impact of

66 For waste management Projects this term is the equivalent of volume of CO, per tonne of waste
consumed/combusted; for CHP projects it is volume of CO, per MWh of thermal energy/electricity produced; for
fuel producers it is volume of CO, per tonne of fuel produced. For all other Projects it is volume of CO, per tonne
of product produced.
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the industrial site without the proposed carbon capture facility installed, confirming that it
is the most appropriate decarbonisation method.

CO,, capture rate minimum score — Projects that do not sufficiently demonstrate an ability to
deliver a minimum 85% CO, capture rate®” will be unable to achieve the minimum score of 2
for this sub-criterion and not be considered further in this Phase-2 Cluster Sequencing
Process. This additional level of scrutiny of the CO, capture rate is important to incentivise the
development of innovative and ambitious capture technologies which will contribute to
government’s net zero targets; reduce the residual emissions which are not subject to a
decarbonisation strategy and determine an achievable expected CO, capture rate to refer to as
part of any potential business model contract. In addition, a credible higher proposed CO,
capture rate will count favourably towards the Project in this evaluation stage.

Table 12: Scoring Categories — Emissions Reduction Effectiveness

Note that in the table below, capture rate refers to the percentage of CO, emissions captured
from the specific emissions stream(s) that the capture technology is applied to.

For interpreting the below categories in the context of CaaS Group submissions, the term
‘Project’ would refer to the entire aggregate Group submission, with the descriptors referring to
the Group in aggregate or the entity(s) within the Group most appropriate to fulfil or evidence
the criterion.

Score Description

Low (1) e Responses and evidence provided in relation to one or more relevant
components of the Industrial Capture Project Plan are missing or
incomplete.

¢ Insufficient confidence in Project’s ability to deliver on minimum CO,
capture rate (85%).

e The Project has no or very limited insight into the technological
efficiency and effectiveness of CCUS deployment and wider
emissions reduction on the site. If carbon capture is not being applied
to all emissions across the industrial site, there is no consideration
given to other emissions reduction strategies and how they could be
deployed across other emission streams across the site. No
justification of why CCUS is being deployed on certain emissions
streams and why it is the most effective decarbonisation method.

Low-Medium e Reasonable confidence in Project’s ability to deliver on minimum CO,
(2) capture rate (85%).

67 This capture rate refers to the percentage of CO, emissions captured from the specific emissions stream that
the capture technology is applied to.
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The Project has some insight into the technological efficiency and
effectiveness of CCUS deployment and wider emissions reduction on
the site. If carbon capture is not being applied to all emissions across
the industrial site, there is very little consideration given to other
emissions reduction strategies and how they could be deployed
across other emission streams across the site. Limited justification of
why CCUS is being deployed on certain emissions streams and why
it is the most effective decarbonisation method.

Medium (3)

High confidence in Project’s ability to deliver on minimum CO,
capture rate (85%), and proposed capture rate is higher than the
minimum CO, capture rate (proposed capture rate is between 86-
89%).

The Project has good insight into the technological efficiency and
effectiveness of CCUS deployment and wider emissions reduction on
the site. If carbon capture is not being applied to all emissions across
the industrial site, there is a good understanding of the impact of
other emissions reduction strategies and how they could be deployed
across other emission streams across the site. Some justification as
to why CCUS is being deployed on certain emissions streams and
why it is the most effective decarbonisation method.

Medium-High
(4)

High confidence in achievement of proposed CO, capture rate, and
proposed CO, capture rate is higher than the minimum eligible CO,
capture rate (proposed capture rate is between 90-94%).

The Project has optimised some of their CCUS deployment and wider
emissions reduction on the site. If carbon capture is not being applied
to all emissions across the industrial site, the Project has started to
consider other emissions reduction strategies in detail and how they
could be deployed across other emission streams across the site.
Strong justification as to why CCUS is being deployed on certain
emissions streams and why it is the most effective decarbonisation
method.

High (5)

High confidence in achievement of proposed CO, capture rate, and
proposed CO, capture rate is higher than the minimum eligible CO,
capture rate (proposed capture rate is 95% or above).

The Project has fully optimised their CCUS deployment and wider
emissions reduction on the site. If carbon capture is not being applied
to all emissions across the industrial site, robust consideration has
been given to other emissions reduction strategies and how they
could be deployed across other emission streams across the site.
Robust and detailed justification as to why CCUS is being deployed
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on certain emissions streams and why it is the most effective
decarbonisation method.

Total CO, emissions reduction

For this criterion, Projects will be evaluated on the emissions reduced over a 15-year period to
assess the extent to which Projects can contribute to government’s net zero targets (6MtCO,
of industrial emissions captured and stored per year by 2030, 9MtCO, by 2035, and net-zero
by 2050). This will include:

e CO, emission capture and storage profiles or their capture plants over a 15-year period.

e (CO, emissions associated with the energy consumption of the capture plant.

e CO, emissions associated with the transport of the captured CO, from the industrial
facility to the store. This should include direct and indirect emissions associated with
compression/pumping/liquefaction and any other associated operations. Where these
emissions result from fuel or electricity consumption of the T&S, Projects should include
a breakdown of the electrical and thermal energy consumption (MWh). This should
include an explanatory note setting out how these emissions and energy consumption
data have been determined, and the process by which the emissions and energy
consumption are designed to be as low as reasonably possible. If these emissions
cannot be included, then the note should explain why this is the case.

e Qualitative consideration of the negative emissions delivered through the use of biogenic
content, for example in fuels or through other methods.

The Project’'s CO, emissions reduction levels will be subject to credibility evaluation.

Table 13: Scoring Categories — Total CO, Emissions Reduction

For interpreting these categories in the context of CaaS Group submissions, the term ‘Project’
would refer to the entire aggregate Group submission, with the descriptors referring to Group’s
aggregate emissions reductions.

Score

Low (1)

Description

Responses and evidence provided in relation to one or more relevant
components of the Industrial Capture Project Plan are missing or
incomplete.

Low confidence in the proposed volume of CO, captured and stored
over the length of the contract. The Project will make a low
contribution to government targets (including 6MtCO,, of industrial
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emissions captured and stored per year by 2030, 9MtCO, by 2035,
and/or pathways towards net-zero by 2050).

Low-Medium e Responses and supporting information give some confidence in the
(2) proposed volume of CO, captured and stored over the length of the
contract. The Project may contribute to government targets (including
6MtCO, of industrial emissions captured and stored per year by
2030, 9MtCO, by 2035, and/or pathways towards net-zero by 2050)
but limited certainty that this is attainable.

Medium (3) ¢ Responses and supporting information give a reasonable level of
confidence that the proposed volume of CO, captured and stored
over the length of the contract will contribute to government targets
(including 6MtCO,, of industrial emissions captured and stored per
year by 2030, 9MtCO, by 2035, and/or pathways towards net-zero by

2050).
Medium-High e Responses and supporting information give a strong level of
4) confidence that the proposed volume of CO, captured and stored

over the length of the contract will meaningfully contribute to
government targets (including 6MtCO, of industrial emissions
captured and stored per year by 2030, 9MtCO, by 2035, and/or
pathways towards net-zero by 2050).

High (5) e Clear and credible evidence provided to demonstrate that the
proposed volume of CO, captured and stored over the length of the
contract will contribute significantly to government targets (including
6MtCO, of industrial emissions captured and stored per year by
2030, 9MtCO, by 2035, and/or pathways towards net-zero by 2050).

Potential for future CO, emissions reduction

It is important for government to consider the potential future expansion of the Project and the
Project’s potential for future CO, emissions reduction, considered necessary and appropriate
through CCUS, as in order to reach the net zero target we will require a significant increase in
the level of decarbonisation as we approach 2050. Projects are required to present longer-term
projections for emissions reduction (emissions captured and stored) beyond the 15-year
contract duration. Whilst evaluation against this component of the emissions criterion will
primarily be qualitative, Projects are required to give a projection of their long-term abatement
(emissions captured and stored) potential in annual capture and stored volumes. Projects are
also required to include a qualitative account of their plans to develop future capture capacity.

CaaS Groups are required to provide projections of their long-term abatements and accounts
of their plans to develop future capture and storage capacity during and beyond the length of
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the 15-year contract, including emissions from anticipated additional emitters joining the CaaS
Group at a later stage in the 15-year period.

As with other criteria, BEIS will make an evaluation of the credibility of the Project’s projected
long-term abatement (emissions captured and stored) volumes and plans to develop future
capture capacity, which will be factored into the scoring process.

Table 14: Scoring Categories — Potential for future CO, emissions reduction

For interpreting the below categories in the context of CaaS Group submissions, the term
‘Project’ would refer to the entire aggregate Group submission, with the descriptors assessing
the potential for emissions reductions in aggregate for the whole Group.

Score Description

Low (1) e Responses and evidence provided in relation to one or more relevant
components of the Industrial Capture Project Plan are missing or
incomplete.

e Low confidence in the proposed volume of CO, captured and stored
beyond the length of the contract, the Project will make a low
contribution to government targets (net-zero by 2050).

Low-Medium e Responses and supporting information give some confidence in the
(2) proposed volume of CO, captured and stored beyond the length of
the contract, the Project may contribute to government targets (net-
zero by 2050) but limited certainty that this is attainable.

Medium (3) ¢ Responses and supporting information give a reasonable level of
confidence in the proposed volume of CO, captured and stored
beyond the length of the contract and will provide reasonable
demonstration that it will contribute to government targets (net-zero

by 2050).
Medium-High e Responses and supporting information give a strong level of
4) confidence that the proposed volume of CO, captured and stored

beyond the length of the contract will meaningfully contribute to
government targets (net-zero by 2050).

High (5) e Clear and credible evidence provided to demonstrate that the
proposed volume of CO, captured and stored beyond the length of
the contract will contribute significantly to government targets (net-
zero by 2050).
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Economic Benefits (20%)

This criterion aims to assess the potential contribution that the Project can make to the
government’s objective of supporting clean, resilient and sustainable economic growth as we
build back from the impacts of Covid-19. Projects should look to demonstrate the contribution
the Project can make to the UK economy and the government’s levelling up agenda.

e Evaluation against this criterion will be undertaken on the basis of information provided
through the Economic Benefits Template (Annex B) and answers provided within the
Industrial Capture Project Plan alongside any associated supporting documentation.

e The economic benefits template is structured to allow Projects to provide data for both
the direct and indirect jobs they expect to provide through Project development and
operations. For a CaaS group submission, data on economic benefits provided by
Projects should be separated between the CaaSCo and each Industrial Capture Project
site. As with other criteria, the onus will be on the Project to provide sufficient supporting
information and justification for any assumptions made, and assessors will be instructed
to score accordingly.

Projects will be assessed against the economic benefits criterion with reference to four key
factors:

e Number and quality of jobs

e Transparency of supply chain procurement process
e Investment in CCUS skills

e Wider economic benefits

Number and quality of jobs

This will consider the number of direct and indirect jobs the Project can create and

safeguard as well as when these jobs will be realised and where they are located, and the
overall wage premium generated by these jobs. The template will also consider the salaries of
these jobs as a contribution to GVA, with the data will be evaluated using standard Green Book
appraisal methods (refer to Annex B for completion of this section).

Transparency of supply chain procurement processes

Projects will need to demonstrate how they will make their procurement strategies as
transparent as possible. For example, identifying supply chain opportunities, advertising them
as early as possible, and beginning meaningful engagement with CCUS supply chain
companies.

Investment in CCUS skills

We welcome evidence that demonstrates where capture Projects are individually or
collaborating with other Projects to invest in training programmes to develop skills in CCUS, for
example in apprenticeships and retraining programmes, and the skill level of jobs. We will
evaluate the wage uplift generated via plans for future upskilling, to the extent that these
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factors support the delivery of the Project, via standard Green Book appraisal methods (refer to
Annex B for completion of this section). We ask that Projects provide detail on time and
duration of these programmes and specifically how they will support retraining workforces
transitioning from other sectors — locally, regionally, and nationally.

Wider economic benefits

In line with the commitments made in the Ten Point Plan and the government objective to drive
local and regional growth to level up across the UK, Projects should ensure their responses
address their contribution to economic growth within the local area, in line with the following
key strategic priorities:

e Synergies with other decarbonisation programmes and potential to contribute to the
development of a ‘SuperPlace®®: A SuperPlace will support (and enable) the growth of
the new hydrogen and CCUS industries at scale and combine clean industry with
transport and power, or through the mapping of a broader decarbonisation pathway for
the region, identifying the economic benefits and opportunities of decarbonisation, as
well as the development of skills required to realise these benefits.

e Regeneration and community renewal: Projects should consider how they can contribute
to improving and widening the economic benefits associated with their development and
operation to local communities. This could include but is not limited to, for example,
impacts on air quality, increased attractiveness to other businesses, local transport links
or land value. Projects should provide evidence of any wider economic benefits that they
deem to be relevant. Any engagement with local communities or institutions that has
taken place, or will take place, in support of these plans will be seen as beneficial.

e Equality and inclusion: Projects should consider how they can ensure the diversity and
inclusivity of their workforce, as well as how to incorporate hiring practices which do not
disadvantage those with protected characteristics.

The economic benefits criterion will be scored in aggregate, where all relevant information
provided by the Projects across both the Industrial Capture Project Plan and Economic
Benefits template can be considered and contribute to a score out of 5. Scoring categories for
this criterion are defined below.

Table 15: Scoring Categories — Economic Benefits

For interpreting the below categories in the context of CaaS Group submissions, the term
‘Project’ would refer to the entire aggregate Group submission; as for generic model
submissions, this criterion will be scored in aggregate and consider the benefits accruing to all
members of the Group.

68 https://www.gov.uk/government/publications/the-ten-point-plan-for-a-green-industrial-revolution/title
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Score

Low (1)

Description

The Project submission demonstrate only minimal levels of
economic benefit or no economic benefit at all.

Limited evidence provided which gives little to no confidence
in the ability of the Project to implement and realise the
expected plans (if any) and any consequential economic
benefits.

Low-Medium (2)

The Project submission demonstrates limited levels of
economic benefit.

Supporting evidence around economic benefits may be
limited in places but gives some confidence in the ability of
the Project to implement and realise the expected plans and
economic benefits.

Medium (3)

The Project submission demonstrates a reasonable level of
economic benefit.

Range of supporting evidence provided, giving confidence in
the ability of the Project to implement and realise the
expected plans and economic benefits.

Medium-High (4)

The Project submission demonstrates a high level of
economic benefit.

Good level of supporting evidence provided throughout,
giving a good degree of confidence in the ability of the
Project to implement and realise its Projected plans and
economic benefits.

High (5)

The Project submission demonstrates a very high level of
economic benefit.

Comprehensive and highly credible supporting evidence
gives a high degree of confidence in the ability of the Project
to implement and realise its plans and economic benefits.

Cost Considerations (15%)

Through the cost considerations criterion, BEIS will determine a Levelised Cost of Abatement
(LCOA). This will be calculated using the costs of the capture plant and the overall CO,
abatement over the lifetime of the plant. Evidence related to this criterion should be inputted
within the LCOA template (Annex C2).
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This will be calculated using two steps:

e A robustness check of the cost estimates provided.
e A calculation of the LCOA, adjusting for robustness.

Robustness check of cost estimates

The robustness check will be an evaluation performed by technical advisers to BEIS of the cost
information provided by Projects. This evaluation will only assess the robustness of the
methodology to produce cost information and will be based on the AACE cost estimate
classification system.®® The conclusion will inform the LCOA calculation.

Levelised Cost of Abatement calculation

Following the robustness check, the LCOA calculation will be performed on the basis of the
summated costs (as adjusted for robustness) and carbon abatement of the Project.

The LCOA will be calculated by the formula:
LCOA = PV (Lifetime Costs of Capture Plant in £)/NPV (Lifetime CO, Abatement in tonnes)

Lifetime costs of the plant shall cover development costs, capital costs, operational costs,
including replacement costs and Cost of Connection, which includes processes associated
with delivering CO, that is compliant with the T&S specification, such as compression,
pumping and liquefaction, on an annual basis across the complete construction and
operational period of the plant and up until 2050.

The NPV of the Project’s lifetime CO, abatement will be calculated using the volumes inputted
by the Project as part of the Emissions Reduction criterion, as described above.

For CaaS Projects, cost will be considered as a calculation of the CaaS Group’s total Project
costs (as adjusted for robustness) and CO, abatement, over the lifetime of the Project, in line
with the approach of treating CaaS Groups as a single Project during evaluation. Lifetime costs
of the capture plants and CaaSCo should cover the same costs on an annual basis across the
complete construction and operational period of the CaaS Group and up until 2050 requested
for Project’s as above.

The CaaS Group LCOA will be calculated by the formula:

LCOA = PV (Lifetime Costs of CaaS Group in £)/NPV (Lifetime CO, Abatement of CaaS Group
in tonnes)

The LCOA model is expressed through the Cost Template (Annex C2), which must be filled out
by Projects as part of their submission. Further details and instructions are included within the
template. Annex C2 includes references to a 3.5% discount rate; this is a societal discount rate

69 https://web.aacei.org/resources/publications/recommended-practices
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that has been used as a modelling assumption. It is not a reflection of the financing cost that
we think will be achieved.

The cost considerations criterion will be scored proportionally, with the Project with the lowest
LCOA scoring a 5 and all other Projects scored relative to that based on their respective LCOA
values:

Cost score for Project X = 5 x (Lowest LCOA of all Projects)/ (Project LCOA for X)

Learning and Innovation (10%)

The creation and sharing of knowledge from early industrial CCUS deployment will be a crucial
step in de-risking and enabling cost reduction for future CCUS Projects. The sharing of
information will also promote innovations and collaboration both within and between Projects.
Within this criterion government will be looking for a Project to demonstrate:

e That it will develop plans to innovate and contribute to scale up of CCUS deployment to
support wider industrial decarbonisation. Evidence may include:

o Application of carbon capture in a novel sector.

o Demonstration of CCUS application of a particular industrial site or sector where
there are currently no other plans for similar demonstration across
UK/internationally taking place.

o Ability to unlock or add to synergies with other decarbonisation innovation
programmes e.g. use of low carbon materials in Project supply chain.

e That it will contribute to the innovation in CCUS deployment and technologies. Evidence
may include:

o Ability to support innovation in novel CCUS technology increasing its technology
readiness level (TRL).

o Technology Maturation Plan (TMP) to define which areas of technology will be
matured as part of this Project, what the approach consists of and how risks will
be managed.

o R&D (Research and Development) plan covering technology de-risking activities
the Project can expect to be doing during pre-FEED and/or FEED, into
commissioning and through the Project lifetime.

o Ability to support development of commercial innovation in how CCUS is
deployed e.g. Capture as a Service.

o Ability to increase efficiencies and cost reductions.

o Incorporation of non-pipeline transport/shipping of CO, and integration with
dispersed sites.

That it will deliver replicability benefits, including having plans in place to reduce future
costs of Industrial CCUS Projects.
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e That it will generate and share knowledge. Here, government will be considering both the
Key Knowledge Deliverables (KKDs) that will be generated and shared as well as the
plans the Project has in place to proactively disseminate this knowledge in a way to
benefit future Projects. This may include working with government, research institutions,
universities, Local Enterprise Partnerships, higher education colleges, and businesses to
maximise impact. In particular, we would like to see evidence of a commitment to:

o Open Technology, where the operator has the appropriate rights in relation to the
installed technologies to work with third parties such as researchers and
suppliers to adjust and develop the capture technology over the lifetime of the
plant. By being able to develop adjustments during the lifetime of the plant,
further learning and innovation can be realised, and costs can be reduced.

o Open Access, where few or no restrictions on sharing information and learnings
from the Project apply, and those that do are limited in scope.

o A commitment to knowledge sharing.

e Government will assess the range of technologies that would be developed under each
Project submission, on the basis that a wider range of technologies will naturally support
a broader set of learnings for future rounds of deployment.

e Previous government CCUS funding allocations have resulted in important information
sharing through KKDs. We would expect a similar level of information sharing as in
previous funding allocation rounds’. The onus will be on the Project to describe what
KKDs it will produce and which ones it will be willing to share (either in full or redacted as
appropriate).

We are not prescribing a specific level of information sharing, but Projects willing to share more
information, especially key information that will produce greatest learning, and proactively work
to maximise the benefits of information shared, will be advantaged through the scoring.
However, we acknowledge that some Projects will be unable to share some proprietary
information about their Project, and Projects will not be penalised for not sharing this
proprietary information.

Applicants should consider their obligations under competition law before agreeing to share
any information that could amount to commercially sensitive information. Projects will not be
penalised in the scoring for refusing to share information in circumstances in which the sharing
of that information could give rise to a breach of competition law.

Table 16: Scoring Categories — Learning and Innovation

For interpreting the below categories in the context of CaaS Group submissions, the term
‘Project’ would refer to the entire aggregate Group submission, with the descriptors referring to
the Group in aggregate or the entity(s) within the Group most appropriate to fulfil or evidence
the criterion.

70 https://www.gov.uk/government/collections/carbon-capture-and-storage-knowledge-sharing
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Score Description

Low (1) e Low confidence in the Project’s ability to deliver innovation,
meaningful learnings and cost reductions.

e Little or no willingness to share information.

Low-Medium (2) e Some confidence in the Project’s ability to deliver innovation,
meaningful learnings and cost reductions.

e Some willingness and/or commitment(s) to share information.

Medium (3) e Good confidence in the Project’s ability to deliver innovation,
meaningful learnings and cost reductions

e Moderate commitment(s) to share information.

Medium-High (4) e Good confidence in the Project’s ability to deliver substantial
innovation, meaningful learnings and cost reductions

e Strong commitment(s) to share information.

High (5) e High confidence in the Project’s ability to deliver substantial
innovation, meaningful learnings and cost reductions

e Very strong commitment(s) to share information.

4.5 Shortlisting Process

The ICC Shortlisting Process will help determine which Projects will be taken through to
negotiations.

Government has a stated objective of supporting the development of initial Industrial CCUS
Projects from a range of sectors that the shortlisting process reflects. The basis of this
Shortlisting Process will be a consideration of the overall Project score, sector and cluster they
plan to connect to whilst bearing in mind the overall affordability envelope for ICC Projects.
Specifically, we will:

e Take through the highest scoring Project in each chosen cluster.

e Take through any additional Projects in the rank order of their overall Project score as
long as there are no more than 'S' number of Projects from the same sector across the
Track-1 Clusters. If there are already 'S' Projects from the same sector, the next highest
ranked Project from a different sector will be selected. This use of 'S' will demonstrate
sector diversity. The value of ‘S’ will be determined based on our shortlisting constraint,
see below.
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e Continue to take through Projects within the bounds of our shortlisting constraint. We will
shortlist a number of Projects with regard to the bounds of our affordability constraint,
considering the need to drive competitive tension and accounting for Projects potentially
leaving the process or negotiations breaking down.

In addition, Applicants should note:

e ‘S’ is the maximum number of Projects from the same sector across the Track-1
Clusters to ensure we support a diversity of ICC Projects. This is to support wider
deployment of CCUS across a range of industrial sectors and maximise
decarbonisation across UK industry.

¢ |If after having followed this process, the shortlisting constraint is not reached, we will
retain the option but not the obligation, to include Projects in rank order that were
removed due to the sector diversity objective.

e For"S", CaaS capture groups will be considered as their own sector when assessing
sectoral diversity.

Projects shortlisted in Phase-2 will progress to the negotiation/due diligence phase, which
is detailed in Section 7.
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Section 5: Hydrogen Submission and
Evaluation

5.1 Support Package

Government plans to select which new CCUS-enabled hydrogen Projects go through to
negotiations for support through the Phase-2 Cluster Sequencing Process. Projects that are
selected through Phase-2 and are then successful following the negotiations are expected to
receive revenue support from the IDHRS scheme via the Hydrogen Business Model. The
Hydrogen Business Model aims to facilitate the deployment of low carbon hydrogen production
by overcoming the existing higher cost of low carbon hydrogen compared to high carbon
alternatives.

In August, we published a consultation”' setting out our proposal for a contractual business
model for hydrogen producers in the form of a ‘variable premium’ price support mechanism
with a sliding scale. In the consultation we explain why we think this position would best
manage the volume and price risks that hydrogen producers currently face, and how we
propose to set a reference price. More details on the possible options for other design aspects
such as contract length and volume scaling as well as compatibility with other revenue support
policies can also be found in the consultation document.

The consultation document and the Net Zero Strategy also sets out our proposed approach for
Projects who wish to receive Hydrogen Business Model support but not eligible for this Phase-
2 process (such as electrolytic Projects). The Net Zero Strategy states that the IDHRS wiill
provide up to £100 million to award contracts of up to 250 MW of electrolytic hydrogen
production capacity in 2023 with further allocation in 2024. We are minded to launch the first of
these allocation rounds in 2022.

Alongside the Hydrogen Business Model consultation, a number of other relevant hydrogen
documents were published and are referred to throughout this document. These are:

e The Hydrogen Strategy-— setting out government’s vision for a Hydrogen Economy
with a hydrogen roadmap setting out the steps to achieve this”2.

e The UK Low Carbon Hydrogen Standard consultation— seeking views on options
for a UK low carbon hydrogen standard that Projects applying for hydrogen business
model support are intended to meet to receive revenue support. The consultation is
now closed but we encourage all Projects applying through this Phase-2 process to
read the consultation and consider the options carefully”s.

7 https://www.gov.uk/government/consultations/design-of-a-business-model-for-low-carbon-hydrogen
72 https://www.gov.uk/government/publications/uk-hydrogen-strateqy
73 https://www.gov.uk/government/consultations/designing-a-uk-low-carbon-hydrogen-standard

Page 83 of 112



https://www.gov.uk/government/consultations/design-of-a-business-model-for-low-carbon-hydrogen
https://www.gov.uk/government/publications/uk-hydrogen-strategy
https://www.gov.uk/government/consultations/designing-a-uk-low-carbon-hydrogen-standard

Cluster Sequencing for Carbon Capture Usage and Storage Deployment: Phase-2

e The Net Zero Hydrogen Fund (NZHF) consultation — setting out the proposed policy
design framework for the NZHF, a fund of up to £240 million to support low carbon
hydrogen production Projects between 2022 and 202574,

It is important to note that the outcomes of the various hydrogen consultations will contribute to
the final requirements hydrogen producers selected to go through to negotiations will need to
meet before concluding negotiations for the Hydrogen Business Model. For example, we set
out in the UK Low Carbon Hydrogen Standard and Hydrogen Business Model consultations
our intention to require hydrogen producers to meet the requirements of a final low carbon
hydrogen standard in order to secure Government funding support. We expect to finalise the
design of the standard ahead of the negotiations commencing. If a decision is made to require
Projects to comply with a final UK Low Carbon Hydrogen Standard in order to receive
hydrogen business model support and Projects are taken through to negotiations who may not
initially meet the final low carbon hydrogen standard, there may be scope to negotiate
additional provisions for Projects to be able to meet the low carbon hydrogen standard.

Projects applying for IDHRS via the Hydrogen Business Model may also benefit from capital
co-funding from the NZHF. We therefore propose that Projects that require a hydrogen specific
business model should be allowed to apply for NZHF capital co-funding, subject to meeting the
relevant eligibility criteria. For the NZHF, we propose to run a series of competitions

at intervals, which may be in conjunction with other government support mechanisms.

Negotiations and awards

Entering a bilateral negotiation does not mean that any funding or contract will be awarded.
Any decision to award support would only be made subject to the successful completion of any
negotiation and due diligence. Any negotiation would only conclude successfully once
government has satisfied itself of the desirability of the Project through a value for money
evaluation. BEIS reserves the right to pause or terminate these negotiations at any time (more
information on this process is set out in Section 7).

Funding would not be committed unless: all subsidy control requirements have been met,
government is comfortable with any balance sheet implications, the Project represents value
for money and all relevant statutory consents have been complete. It is also our intention that
the Project will meet the low carbon hydrogen standard (as noted above).

5.2 Eligibility Criteria

Projects will be asked to self-declare eligibility through the online portal and will only be invited
to submit their submission upon successful completion of this stage. After this step, each
Project will go through an initial eligibility check to make sure that the evidence submitted
demonstrates that the Project meets the eligibility criteria. Applicants will be notified via email if

7 https://www.gov.uk/government/consultations/designing-the-net-zero-hydrogen-fund
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they have been successful or unsuccessful after the eligibility stage. Only eligible Projects will
progress to the next stage where they will be assessed against the evaluation criteria.

We reserve the right to adjust the delivery and milestone dates in the eligibility criteria if a
significant number of Projects are delayed such that we are unable to deliver CCUS
programme strategic objectives.

The eligibility criteria set out below have been specifically developed for those applying to
Phase-2 of the CCUS Cluster Sequencing Process for the Hydrogen Business Model. Projects
who apply must:

e Be located in the UK

e Have access to a CO, transport solution and access to a Track-1 or reserve cluster CO,
storage site

e Must be operational no later than the end of December 2027

e Have commenced pre-FEED or be ready to commence pre-FEED no later than the end
of December 2022

e Be a new build CCUS-enabled hydrogen production plant
e Have identified an offtaker or multiple offtakers
More information on each criteria are included below.

Located in the UK

This criterion reflects government’s commitment across the UK to support decarbonisation in
line with our 2050 net zero target and Carbon Budget 6 obligations.

Have access to a CO, transport solution and access to a Track-1 or reserve cluster CO,
store

The Phase-2 process is open to submissions across the UK regardless of geographic location
and proximity to a Track-1 or reserve cluster. Projects are expected to demonstrate they have
a CO, transport solution and access to a Track-1 or reserve cluster CO, store. To demonstrate
access, Projects should have an agreement or evidence of progress towards an agreement
with their preferred CO, store and CO, transportation provider, with clear plans on how they
will access a CO, store.

Operational no later than the end of December 2027

This criterion has been proposed to align with the government’s commitment to deploy CCUS
in the UK in the 2020s, with at least two clusters to be operational by the mid-2020s.
Operational in the context of new build hydrogen plants means the date when hydrogen
production begins alongside the ongoing export of CO, volumes into the T&S. Note that this is
intended as a backstop date; having an earlier operational date could count favourably towards
the Project evaluation stage.
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Have commenced pre-FEED or be ready to commence pre-FEED no later than the end
of December 2022

To ensure Projects are at an appropriate stage to align with operational dates of December
2027 or earlier, Projects must at a minimum be at pre-FEED stage or ready to commence pre-
FEED no later than December 2022. This must be set out in a Project execution plan as part of
the Project Plan.

We recognise that there are different processes for developing a capital-intensive Project and
different methods of describing the design stages and stage-gates to pass through. However,
the definition of pre-FEED for the purposes of eligibility for the Hydrogen business model is as
follows:

e Pre-FEED is the stage in which a Project undergoes feasibility studies with further
definition around cost estimates and technology specification to prove Project feasibility
and provide a basis to enter into the FEED stage. This stage may also be referred to as
Front End Loading (FEL) 2. It is expected that during the Pre-FEED stage the following
activities will be undertaken:

o The technical concept is defined evaluating viable options with respect to
technical, efficient energy utilisation, HSE, and economical aspects and
recommending the most feasible option for further development during FEED.

o Determining the preliminary plant configuration and battery limit conditions.

o Investigation and selection of equipment and potential providers.

o Review and recommendation of CO, capture technologies.

o Evaluation of utility requirements.

o An initial risk register is developed.

o A preliminary cost estimate and schedule are prepared for delivering the Project.

Pre-FEED is preceded by a screening / options appraisal stage (FEL 1) which takes the
Project from a statement of intent through to potential options being considered with a
recommendation of the preferred option to be taken forward.

Pre-FEED is followed by FEED (FEL 3) in which the design and cost estimate are defined to a
level sufficient for a financial investment decision to be taken and the implementation stage to
commence.

Note that we would expect Projects with earlier operational dates to be further ahead with their
FEED studies and this will be considered as part of Project evaluation.
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Be a new build CCUS-enabled hydrogen production plant

For this allocation process, only new build CCUS-enabled hydrogen production plants will be
eligible to apply for revenue support via the Hydrogen Business Model 5. Existing hydrogen
producers looking to retrofit using CCUS technology may be eligible to apply for revenue
support via the Industrial Carbon Capture (ICC) Business Model, as set out in section 4. This is
because the ICC Business Model has been developed with the aim of making it commercially
viable for existing industrial facilities to decarbonise, including existing production of ‘grey’
hydrogen. The Hydrogen Business Model aims to make the production of new low carbon
hydrogen viable so that it can compete against the high carbon alternative — either as fuel or
feedstock.

Further information on options being considered for a UK low carbon hydrogen standard, and
how it may apply to Projects seeking BEIS support, can be found in the consultation on a UK
low carbon hydrogen standard’®.

Has identified an offtaker or multiple offtakers

Hydrogen producers looking to apply for support will need to have identified at least one
offtaker for their hydrogen. This is to give assurance that the Project is sufficiently developed in
concept if it were to receive funding. For clarity, in the context of the Phase-2 submission
process, an offtaker is both the end user of low carbon hydrogen and, where relevant, any
intermediary party who may purchase and resell hydrogen to end users.

To demonstrate this, Projects should have an agreement or evidence of progress towards an
agreement, as well details in the Project execution plan. At the evaluation stage further checks
will be undertaken regarding the robustness of the offtaker(s) and any offtaker agreements. For
this Phase-2 process, all uses of hydrogen that lead to a reduction in carbon emissions against
a counterfactual will be counted as a valid offtaker.

Gas blending as an offtaker

Under current health and safety regulations (the Gas Safety (Management) Regulations 1996
(GSMR)), the amount of hydrogen allowed in the existing gas network is no greater than 0.1%
by volume. For a greater amount of up to 20% by volume for blending of hydrogen, this would
require Health and Safety Executive (HSE) to grant an exemption to the existing hydrogen
limit. Such an exemption would only be granted if it was shown the health and safety of people
likely to be affected by the exemption would not be prejudiced in consequence of it.

HSE is currently considering how a review of GSMR can be taken forward which would allow
the existing hydrogen limit to be amended to allow for potentially up to 20% by volume
hydrogen blends (without the need for an exemption). Any such change would have to be safe,
with the safety evidence being presented to HSE for evaluation before any change could be
made to the regulations. Due to the current timelines for ongoing safety trials, the earliest this

75 We are minded to set out a separate allocation process for new non-CCUS enabled hydrogen producers, to be
introduced in 2022.
8 hitps://www.gov.uk/government/consultations/designing-a-uk-low-carbon-hydrogen-standard
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can occur is Q4 2023. A decision to go ahead with hydrogen blending is also contingent on an
economic assessment to understand whether the additional network and system costs incurred
as a result of blending represent value for money. This is currently being led by BEIS, and is
targeted for completion in 2023, in parallel to the conclusion of the safety and operability trials.

Hydrogen producers planning to blend hydrogen into the existing gas network are still able to
apply for support through this Phase-2 process. However, a decision on if and how to support
gas blending will be subject to the gas blending policy decisions outlined above and the final
design of the Hydrogen Business Model.

When considering projects with gas blending as an offtaker and how credible their plans are as
part of the ‘deliverability’ criterion outlined as part of the evaluation criteria (5.3), we will take
into account that policy decisions on gas blending have not yet been taken. Given current
regulatory restrictions and uncertainties on blending into the existing gas grid (above 0.1% by
volume), we consider that projects with gas blending as an offtaker could only score the
minimum score of 2 if they sufficiently account for the current uncertainties in their planning
and risk register (and they meet the other requirements for scoring a 3 or higher).

5.3 Evaluation Criteria

General considerations

This section sets out the evaluation criteria which will be used in assessing the hydrogen
submissions for Phase-2. The objective of Phase-2 for hydrogen Projects is to select which
Projects will go through to negotiations to potentially receive revenue support via the Hydrogen
Business Model. Projects going through to negotiations will need to demonstrate through the
evaluation process that they are:

e Commercially and technically viable
e Value for money
e Strategically aligned to low carbon hydrogen and CCUS policy

To evaluate which Projects should receive the hydrogen business model, we are asking
Projects to primarily focus their submissions on their installed hydrogen capacity by 2027.
Under the Market Development & Learning criterion Projects will be able to detail plans beyond
the 2027 installed hydrogen capacity to demonstrate growth potential. However, any questions
answered for the Deliverability criterion should not include any capacity expansion plans
beyond 2027.

The process for allocating revenue support to any potential future increase in capacity is likely
to be confirmed following the government’s response to the hydrogen business model
consultation and ahead of commencement of negotiations.

A hydrogen Project’s offtaker plans will also feature across the evaluation criteria, particularly
in Deliverability, Emissions Reduction and Cost Considerations. We recognise that in the
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absence of an established low carbon hydrogen market and shared hydrogen infrastructure, an
offtaker of hydrogen plays a crucial role in determining whether a hydrogen plant is viable.

We have therefore asked for evidence relating to offtakers, and the transportation and storage
of hydrogen from production plant to offtakers, where appropriate throughout the submission
form and other templates. Note: In the context of the Phase-2 submission process, we define
‘offtaker’ as both the end user of low carbon hydrogen and, where relevant, any intermediary
party who may purchase and resell hydrogen to end users. Where these are two entities, we
expect Projects to detail both in the appropriate sections.

Approach to scoring

Projects will be allocated a score out of 5 against each of the criteria according to the
weightings explained below.

Where the Projects’ scores against a particular criterion are determined at least partially via
qualitative evaluation — that is, for Deliverability, Economic Benefits, and Market Development
and Learning — we have provided a set of scoring definitions to indicate how particular levels of
performance against those criteria map onto particular scores.

Scores will be allocated based on the assessment of the relevant evidence against the scoring
tables outlined below. If evidence provided for a criterion is assessed to fall between or across
more than one scoring descriptor then the Project will receive the score which most closely
represents the overall evidence provided against that criterion.

Weightings

The table below sets out the weightings allocated to each of the Phase-2 evaluation criteria for
new build hydrogen Projects. The headline criteria are unchanged from Phase-1, with the
exception of the final criterion which now also includes hydrogen market development in
addition to learning and innovation.

Criterion Weighting
Deliverability 30%
Emissions Reduction 20%
Economic Benefits 20%
Cost Considerations 15%
Market Development and Learning 15%
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Projects’ overall scores will be calculated using their finalised scores against each criterion,
which will then be combined according to their associated weightings as set out in the table
above.

Once a Project has been fully assessed and given an overall score, shortlisting factors will be
applied to determine if it will be taken through to negotiations. More information can be found in
section 5.4 on selecting Projects for negotiations.

Minimum Scoring

Projects will need to achieve a minimum score of 2 when assessed under Deliverability to have
the opportunity to be considered for negotiations. Those who do not achieve a minimum of 2
under Deliverability will not progress any further in the phase-2 allocation process. This is to
ensure only reasonably viable Projects are considered for negotiations.

Deliverability (30%)

The Deliverability criterion will consider the Project’s capability and capacity to deliver
successfully and be operational by end of 2027. Importantly, it will consider their plans to
deliver the hydrogen production plant as well as arrangements with their planned off-takers
and those offtakers’ viability. It will also consider the necessary hydrogen and CO, transport
and storage infrastructure.

We will assign a Deliverability score based on performance against two key factors:

e Government’s confidence that the hydrogen plant can credibly be operational and
capably deliver by the end of 2027.

e Government’s confidence that the hydrogen plant has commercial and technical
arrangements in place with viable off-takers for most (75% or above) of their hydrogen
volumes.

In assessing against this criterion, Projects will be credited for providing clear and credible
evidence of the following:

e The capability and the organisational structure of the hydrogen production plant
representative and any relevant consortium partners

e Clear plan identifying how the hydrogen plant relates to its offtakers and the role of any
hydrogen distribution and storage, and how the producers plan to operate the plant day
to day by outlining their operational philosophy.

¢ An integrated Project plan with strong schedule logic that incorporates activity
durations which are judged to be reasonable, for example in comparison to similar
activities undertaken on other Projects and taking into account any applicable
processes, such as acquiring any necessary planning permissions or for procuring
suppliers. The critical path and relevant lead times should be clearly identified with
floats incorporated as required. This Project plan should also demonstrate
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interdependencies with proposed off-takers’ plans to take the proposed hydrogen
volumes.

Operational plant schedule demonstrating hydrogen volumes availability and likely
demand profile of proposed offtakers, demonstrating alignment between supply and
demand and describing any mitigation measures included to deal with inconsistencies,
such as mis-aligned maintenance outages.

Progress to date against the stated Project plan, with documentation and engineering
information provided to demonstrate that the Project and its proposed offtakers are on
track. This includes deliverables provided that are commensurate with the declared
status of the Project development.

Accurate identification of the critical planning and consent stages, with these properly
accounted for in the Project schedule. We welcome seeing similar evidence for
proposed offtakers where possible.

Financing arrangements for progressing the Project and the status of key commercial
agreements needed to realise the Project.

Business plans for the organisations involved and details of how the Project fits with
the company’s overall strategic ambition as well as information relating to financial
health. This information should be supported by evidence inputted into the Financial
Statement template (Annex D).

An agreement or evidence of progress towards an agreement to connect to a Track-1 or
reserve cluster CO, storage site and CO, transport solution. We recognise that the level
of commitment in place between an early-stage Project and its partners may naturally
vary depending on the Project’s stage of development so any evidence of formal and
informal agreements would be welcome. For example, this could be:

e A letter of intent or provisional agreement with the T&S provider(s).

e Memoranda of Understanding, collaboration agreements or draft Heads of Terms
being in place between the Projects and the T&S provider(s).

An agreement or evidence of progress towards an agreement with and to connect to
hydrogen offtakers. For example, this could be:

o A letter of intent or provisional agreement with offtakers.

o Memoranda of Understanding, collaboration agreements or draft Heads of Terms
being in place between the hydrogen producer and its proposed offtakers.

o We recognise that the level of commitment in place between an early-stage
Project and its partners may naturally vary depending on the Project’s stage of
development so any evidence of formal and informal agreements would be
welcome.

For the organisations involved in the Project, we expect to see those organisations’
business plans and how the hydrogen production plant fits with the organisation’s
overall strategic ambition, as well as information relating to financial health. We
welcome seeing similar evidence for proposed offtakers where possible.
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e Detailed registers in place to accurately identify key risks, and with mitigations
populated. The Project should demonstrate where mitigations are already in place and
present a clear implementation plan where they are not. This should take account of
cyber risks to both the Project and the resilience of the infrastructure once
commissioned, demonstrating secure by design principles. The Project should also
provide evidence of the steps taken to identify and assess cyber risks and the
mitigations that will be put in place to ensure strong cyber resilience.

e Clear adherence to safety regulations, and identification and mitigation of any residual
safety risks such that they are as low as reasonably possible across all components of
the hydrogen plant and offtakers.

e Ability of the Project organisations to access the proper level of resource and capability
necessary to deliver the hydrogen production plant. Specifically, the following may be
taken as evidence of this:

o Key contracts in place with core suppliers of equipment and services — or, at a
minimum, substantial engagement with prospective suppliers.

o Evidence of engagement with technology licensors.

o Demonstration of the Project organisation’s competence to manage and
coordinate a Project of this scale and complexity.

o Evaluation of capability and capacity of supply chains to deliver required
materials, goods, and skills for the construction and operation of the hydrogen
production plant. We welcome seeing similar evidence for proposed offtakers.

The Hydrogen Plan includes further prompts as to the specific pieces of supporting evidence
which may be beneficial in supporting the Project to perform well against the deliverability
criterion. Submissions forms that should be completed are detailed earlier in section 2.1.

Deliverability minimum score

As stated above, Projects that do not sufficiently demonstrate commercial or technical viability
to deliver the Project before the end of December 2027 will not be able to score at or above the
minimum score threshold of 2 and will be removed from further evaluation against the other
criteria. This additional level of scrutiny is to ensure only viable Projects are considered and
progressed through to negotiations.

In light of the responses and supporting evidence provided, assessors will assign a final score
considering all information provided by the Project as well as its credibility. The scoring
categories for this criterion are defined as follows:
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Table 17: Scoring Categories — Deliverability

Description

Low (1) e Responses and evidence in relation to one or more questions in
the submission form are missing or incomplete.

e Little to no confidence in the Project being operational by the end of
2027 or in its delivery capability more generally.

e Little to no evidence of viable commercial or technical
arrangements with offtakers of hydrogen.

e Little to no confidence that proposed offtakers for at least 50% of
hydrogen volumes are commercially or technically viable.

Low-Medium e Adequate responses given to all questions in the submission form,
with some level of supporting evidence provided.
(2)

e Supporting information provides adequate confidence in the
Project being operational by the end of 2027.

e However, there may be reservations regarding the credibility of some
supporting information, or in the Project’s capability in certain
delivery areas.

e Some evidence of commercial and technical arrangements
with offtakers, but limited in concept or plan.

e Some confidence that proposed offtakers for 50% or above of
hydrogen volumes are commercially or technically viable.

Medium (3)

All questions in the submission form are fully answered, with a
reasonable level of supporting evidence provided.

Supporting information provides a reasonable degree of confidence
in the ability of the Project to be operational by the end of 2027.

However, there may be reservations regarding the credibility of some
supporting information, or the developers’ capability in certain
delivery areas.

Evidence of commercial and technical arrangements with offtakers
for at least 50% of the hydrogen volumes, and confidence that those
offtakers are commercially and technically viable.

Medium-High

Comprehensive responses given to all relevant questions in
the submission form, with a strong level of supporting evidence
(4) provided.
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Description

e Supporting information provides a high degree of confidence in the
capability of the hydrogen developer to deliver an operational
hydrogen plant by the end of 2027.

e Evidence of commercial and technical arrangements with offtakers
for most (75% and above) of the planned hydrogen volumes.

e Good degree of confidence that those offtakers are technically and
commercially viable.

High (5) e Comprehensive responses are given to all questions in
the submission form, with clear and credible evidence provided to
demonstrate delivery capability.

e Supporting evidence provides a high degree of confidence in the
ability of the hydrogen developer to deliver an operational
hydrogen plant by the end of 2027.

e Strong evidence of commercial and technical arrangements with all
offtakers, and high degree of confidence that all offtakers are
technically and commercially viable.

Emissions Reduction (20%)
The emissions reduction criterion will assess the potential offered by each Project to generate
reductions in COe emissions’’. We further divide and sub-weight this into two sub-criteria:

e CO.e intensity of hydrogen (60%)

e Average total emissions reduction (40%)

Projects will be scored relatively for each sub criteria against other Projects and the score from
both sub-criteria will be averaged out to give a total score out of 5 for emissions reduction,
relative to other Projects. The credibility of a hydrogen plant’s offtakers from evidence provided
under the ‘Deliverability’ criterion will also be considered as part of both sub-criteria.

CO.e intensity of hydrogen

Projects will be asked to provide details of the CO,e emissions intensity of the hydrogen
produced. This will consider capture rates of the hydrogen plant, the emissions impact from the
compression, transportation, and storage of the CO,, as well as the emissions intensity of the

77 Emissions of each greenhouse gas (carbon dioxide, methane, nitrous oxide, fluorinated gases) are expressed
in terms of carbon dioxide equivalent (CO.e), recognising the different global warming potentials (GWP) of the
different gases.
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hydrogen production, including upstream emissions. More details can be found in the Cost
Considerations and Emissions Reduction template (Annex C3).

The CO.e intensity of hydrogen will be calculated as follows:

CO_e intensity of hydrogen (g CO.e/kg H;)=a+b +c

Where:

a = Upstream supply CO.e intensity (g CO,e /kgH,)

b = CO,e intensity associated with hydrogen production (g CO,e /kgH;)
¢ = CO.e intensity associated with CO, transportation (g CO.e /kgH,)
Average total emissions reduction

Average total emissions reduced will be considered using an average of CO,e emissions
reduced per annum over the plant’s first 15 years of operation. To calculate this, Projects will
be asked to provide quantitative hydrogen production and offtake profiles, and details on what
high carbon counterfactual their offtakers would be replacing by using low carbon hydrogen.
This will allow us to assess the overall decarbonisation impact of a hydrogen Project.

The average total emissions reduction will be calculated as follows:

Average total emissions reduction (Mt CO,e/year) = (d— (a+ b +c)) *e

Where:

d = CO,e intensity associated with fuels displaced in end use sectors (g CO,e/kgH,)
e = total hydrogen production, measured annual average over 15 years (kgH-)

To assess both sub-criteria under emissions reduction, Projects will need to complete the Cost
Considerations and Emissions Reduction template (Annex C3) where they will need to provide:

e The CO,e emissions intensity associated with the production of hydrogen. This
includes upstream emissions of natural gas supply, and emissions associated with the
transport of the captured CO, from the hydrogen plant to the store. This should include
direct and indirect emissions associated with compressions/ pumping/ liquefaction and
any other associated operations such as shipping and storage. Where these emissions
result from fuel or electricity consumption of the T&S, Projects should include a
breakdown of the electrical and thermal energy consumption (MWh). This should
include an explanatory note setting out how these emissions and energy consumption
data have been determined, and the process by which the emissions and energy
consumption are designed to be as low as reasonably possible.

e The gross capture rate of the hydrogen production plant
e The thermal and electrical conversion efficiency of the plant
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e The expected output of the plant and expected hydrogen demand from offtakers

e The emissions associated with counterfactual fuel(s) being displaced by offtakers of
hydrogen

The emissions reduction calculations will be done using the information submitted in the Cost
Considerations and Emissions Reduction template (Annex C3).

Economic Benefits (20%)

This criterion aims to assess the potential contribution that the Project can make to the
government’s objective of supporting clean, resilient and sustainable economic growth as we
build back from the impacts of Covid-19. Projects should also look to demonstrate the
contribution the hydrogen production plant can make to the UK economy and government’s
levelling up agenda.

e Evaluation against this criterion will be undertaken on the basis of information provided
through the Economic Benefits Template (Annex B) and answers provided within the
Hydrogen Plan, alongside any associated supporting documentation.

e The economic benefits template is structured to allow Projects to provide data for both
the direct and indirect jobs they expect to provide through Project development and
operations. As with other criteria, the onus will be on the Project to provide sufficient
supporting information and justification for any assumptions made, and assessors will be
instructed to score accordingly.

Projects will be assessed against the economic benefits criterion with reference to four key
factors:

e Number and quality of jobs

e Transparency of supply chain procurement process

¢ Investment in hydrogen skills

e Wider economic benefits
Number and quality of jobs
This will consider the number of direct and indirect jobs the Project can create and safeguard,
as well as when these jobs will be realised and where they are located, and the overall wage
premium generated by these jobs. The template will consider the salaries of these jobs as a

contribution to GVA, with the data being evaluated using standard Green Book appraisal
methods (refer to Annex B for completion of this section).

Transparency of supply chain procurement processes

Projects will need to demonstrate how they will make their procurement strategies as
transparent as possible. For example, identifying supply chain opportunities, advertising them
as early as possible, and beginning meaningful engagement with hydrogen supply chain
companies.

Page 96 of 112



Cluster Sequencing for Carbon Capture Usage and Storage Deployment: Phase-2

Investment in hydrogen skills

We welcome evidence that demonstrates that Projects are investing in training programmes to
develop skills in hydrogen, for example in apprenticeships and retraining programmes. We will
evaluate the wage uplift generated via plans for future upskilling, to the extent that these
factors support the delivery of the Project, via standard Green Book appraisal methods.
Projects should provide detail on the start dates and duration of these programmes and how
they will target impacts to regions, local communities and at a national level, as well as how
they will support retraining workforces transitioning from other sectors (refer to Annex B for
completion of this section).

Wider economic benefits

In line with the commitments made in the Ten Point Plan and the government objective to drive
local and regional growth to level up across the UK, Projects should ensure their responses
address their contribution to economic growth within the local area, in line with the following
key strategic priorities:

e Synergies with other decarbonisation programmes and potential to be a ‘SuperPlace’:
This could be demonstrated through, for example, the hydrogen produced in clusters as
an energy vector in that local area being used for a heating in a community trial or Town
Pilot, or through the mapping of a broader decarbonisation pathway for the region,
identifying the economic benefits and opportunities of decarbonisation, as well as the
development of skills required to realise these benefits.

e Regeneration and community renewal: Projects should consider how they can contribute
to improving and widening the economic benefits associated with their development and
operation to local communities. This could include but is not limited to, for example,
impacts on air quality, increased attractiveness to other businesses, local transport links
or land value. Projects should provide evidence of any wider economic benefits that they
deem to be relevant. Any engagement with local communities or institutions that has
taken place, or will take place, in support of these plans will be seen as beneficial.

e Equality, diversity and inclusion: Projects should consider how they can ensure the
diversity and inclusivity of their workforce, as well as how to incorporate hiring practices
which do not disadvantage those with protected characteristics.

In light of the responses and supporting evidence provided, assessors will assign a final score
considering all relevant information provided by the Project in the Hydrogen Plan and the
Economic Benefits template, as well as its credibility. The scoring categories for this criterion
are defined as follows:
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Table 18: Scoring Categories — Economic Benefits

Score Description

Low (1) e The Project submissions demonstrate only minimal levels of
economic benefit or no economic benefit at all.

e Limited evidence provided which gives little to no confidence in
the ability of Project to implement and realise the expected plans
(if any) and any consequential economic benefits.

Low-Medium (2) e The Project submission demonstrates limited levels of economic
benefit.

e Supporting evidence around economic benefits may be limited in
places but gives some confidence in the ability of the Project to
implement and realise the expected plans and economic
benefits.

Medium (3) e The Project submission demonstrates a reasonable level of
economic benefit.

e Range of supporting evidence provided, giving confidence in the
ability of the Project to implement and realise the expected plans
and economic benefits.

Medium-High (4) e The Project submission demonstrates a high level of economic
benefit.

e Good level of supporting evidence provided throughout, giving a
good degree of confidence in the ability of the Project to
implement and realise its Projected plans and economic
benefits.

High (5) e The Project submission demonstrates a very high level of
economic benefit.

e Comprehensive and highly credible supporting evidence gives a
high degree of confidence in the ability of the Project to realise
its plans and economic benefits.

Cost Considerations (15%)

Through the cost considerations criterion, BEIS will determine a Levelised Cost of Hydrogen
delivered (LCOH). In this context, ‘delivered’ includes the cost of production and delivery of
hydrogen to an offtaker. The LCOH will be calculated by summing the costs up until 2050 of
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the hydrogen production plant, including the cost of storing and distributing the hydrogen to
offtakers, and dividing it by the sum of the total hydrogen produced by the plant up until 205078.

This will be calculated using two steps:

e A robustness check of the cost estimates provided.

e A calculation of the LCOH, adjusting for robustness.
Robustness check of cost estimates
The robustness check will be an evaluation of the cost information provided by Projects. This
evaluation will only assess the robustness of the methodology to produce cost information and

will be based on the AACE cost estimate classification system.”® The conclusion will inform
the LCOH calculation.

Levelised Cost of Hydrogen calculation

The LCOH will be calculated by the formula:

PV (costs up until 2050)
NPV (hydrogen production up until 2050)

The ‘present value of costs up until 2050’ (PV) will cover development costs, capital costs, and
operational costs, including replacement costs, on an annual basis across the complete
construction and operational period which could be up until 2050, and as adjusted according to
the conclusion of the robustness check. Hydrogen Projects will be required to include the latest
estimated hydrogen distribution and storage costs, and an estimate of the Cost of Connection
to the CO, transport and storage network (including processes associated with delivering CO,
that is compliant with the T&S specification, such as compression, pumping and liquefaction).

The ‘net present value of hydrogen production up until 2050’ (NPV) will be the total hydrogen
expected to be produced by the Project up until 2050, as described above, net of any hydrogen
that is used during the production process itself.

The cost considerations criterion will be scored relatively to other Projects, with the Project with
the lowest LCOH scoring a 10 and all other Projects scored relative to that based on their
respective LCOH values.

The data for the LCOH model will be collected in the Cost Considerations and Emissions
Reduction Template (Annex C3) and must be filled out by Projects as part of their submission.
Further details and instructions are included within the template.

Market Development and Learning (15%)

78 On the basis of the hydrogen capacity installed by the end of the 2027, as explained in section 5.3.
9 https://web.aacei.org/resources/publications/recommended-practices
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Hydrogen Projects applying through the CCUS Cluster Sequencing Process could be some of
the first plants producing low carbon hydrogen at scale in the UK. The Market Development
and Learning criterion therefore asks Projects to demonstrate how their hydrogen production
plans and associated infrastructure contribute to the development of a hydrogen market.
Similar to other capture technologies, we also want Projects to demonstrate how they will
create and share knowledge from early hydrogen deployment and promote innovations.

Unlike the other hydrogen criteria, in this criterion we will be considering Projects’ plans for a
hydrogen production plant’s development before and after 2027.

For Market Development, we ask that Projects provide evidence on how their plans help
realise aspects of a Hydrogen Economy which are set out in the UK Hydrogen Strategy and
the Prime Minister’'s 10 Point Plan for a Green Industrial Revolution. We ask that Projects
demonstrate:

e Longer-term plans to increase production volumes beyond those specified in previous
criteria (up to 2027), contributing to the UK’s ambition for installed capacity of low
carbon hydrogen of 5GW by 2030.

¢ Plans for the development of and integration into wider hydrogen network infrastructure
(including storage) to enable supply of hydrogen to a range of offtakers, including from
different sectors and for different applications. This could include engagement and
planning done to date with existing gas network operators or plans to develop new
private hydrogen networks.

¢ Any other contribution their Project makes to the development of the hydrogen
economy. For example, supporting trials of hydrogen use to unlock deployment such
as a hydrogen-heated town, fostering public and consumer awareness and acceptance
of hydrogen, demonstrating the business case for private investment in the UK’s
hydrogen economy.

For Learning, we will be looking for a Project to demonstrate:

e That it will deliver replicability benefits, including having plans in place to reduce future
costs of CCUS-enabled hydrogen Projects. In particular, Projects which contribute to
moving a technology, or multiple technologies, from one technical readiness level
(TRL) or commercial readiness level (CRL) to another.

e That it will contribute to the development of innovative technologies.

e That it will generate and share knowledge. Here, government will be considering both
the Key Knowledge Deliverables (KKDs) that will be generated and shared as well as
the plans the Project has in place to disseminate this knowledge in a way to benefit
future Projects. This may include working with government, research institutions,
universities, Local Enterprise Partnerships, Higher Education Colleges, and businesses
to maximise impact. In particular, request evidence of:
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o Open Technology, where the operator has the appropriate rights in relation to
the installed technologies to work with third parties such as researchers and
suppliers to adjust and develop the capture technology over the lifetime of the
plant. By being able to develop adjustments during the lifetime of the plant,
further learning and innovation can be realised, and costs can be reduced.

o Open Access, where few or no restrictions on sharing information and learnings
from the Project apply, and those that do are limited in scope.

o A commitment to knowledge sharing.

Previous government CCUS funding allocations have resulted in important information sharing
through KKDs. We would expect a similar level of information sharing as in previous funding
allocation rounds. The onus will be on the Project to describe what KKDs it will produce and
which ones it will be willing to share (either in full or redacted as appropriate).8°

Evaluation of this criterion will consider the details of the proposal, robustness of plans, the
credibility of evidence and overall confidence in proposed outcomes. Where proposed
outcomes constitute a longer-term ambition rather than a deliverable for the initial capacity
(built by 2027), proposals should demonstrate how far advanced these ambitions are, along
with evidence for how the initial installed capacity will help in realising these.

Projects should consider their obligations under competition law before agreeing to share any
information that could amount to commercially sensitive information. Projects will not be
penalised in the scoring for refusing to share information in circumstances in which the sharing
of that information could give rise to a breach of competition law.

This criterion will be scored out of 5 against the following scoring categories:

Table 19: Scoring Categories — Market Development and Learning

Score Description

Low (1) e Longer term plans are at an early concept phase, with little to no
credible evidence demonstrating how the proposed Project and
its longer-term ambitions could enable the development of a
Hydrogen Economy.

e Low confidence in the Project’s ability to deliver innovation,
meaningful learnings and cost reductions.

e Little or no willingness to share information.

Low-Medium (2) e Limited demonstration of progress to date on longer term plans.
Proposal partially demonstrates how the initial Project, and its

80 More detail on previous allocation rounds can be found here:
https://www.gov.uk/government/collections/carbon-capture-and-storage-knowledge-sharing
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Score Description

longer-term ambition could enable the development of a
Hydrogen Economy.

e Some confidence in the Project’s ability to deliver innovation,
meaningful learnings and cost reductions.

e Some willingness and/or commitment(s) to share information.

Medium (3) ¢ Information provided for longer term plans indicate reasonable
progress.

e Reasonable level of credible evidence demonstrating how the
Project’s initial phase and the longer-term ambition will enable
the development of a Hydrogen Economy.

e Good confidence in the Project’s ability to deliver innovation,
meaningful learnings and cost reductions.

e Moderate commitment(s) to share information.

Medium-High (4) e Information setting out longer term ambition indicates good
progress and plans are well thought through.

e Good demonstration of how the Project’s initial phase and the
longer-term ambition will enable a range of factors to help
develop a Hydrogen Economy.

e Good confidence in the Project’s ability to deliver substantial
innovation, meaningful learnings and cost reductions.

e Strong commitment(s) to share information.

High (5) ¢ Information on longer term ambitions demonstrates
comprehensive plans and shows significant progress to date.

e The proposal provides a robust and highly credible evidence
base demonstrating its specific role in enabling a range of
factors to develop a Hydrogen Economy.

e High confidence in the Project’s ability to deliver substantial
innovation, meaningful learnings and cost reductions.

e Very strong commitment(s) to share information.

5.4 Shortlisting Process

The Hydrogen shortlisting process will help determine which Projects will be taken through to
negotiations. The basis of this shortlisting process will be a consideration of the overall Project
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score and cluster they plan to connect to whilst bearing in mind the overall affordability
envelope for Hydrogen Projects. Specifically, we will:
e Take through the highest scoring hydrogen Project in each chosen Track 1 cluster.
e Take through any additional Projects in the rank order of their overall Project scores.

e We will shortlist a number of Projects with regard to the bounds of our affordability
constraint, considering the need to drive competitive tension and accounting for Projects
potentially leaving the process or negotiations breaking down.
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Section 6: Greenhouse Gas Removal
Technologies

6.1 Background

The UK Government (HMG) is committed to decisive action to cut emissions across the
economy, to achieve our target of net zero emissions by 2050. To complement these efforts
the Climate Change Committee has been clear®' that Greenhouse Gas Removal (GGR)
methods will be required to compensate for residual emissions occurring in sectors that are
most difficult to decarbonise completely. GGR Projects that require geological carbon storage,
and hence would need access to the CCS clusters, include (but are not limited to) technologies
such as bioenergy with carbon capture and storage (BECCS) and direct air carbon capture and
storage (DACCS)- which are both commonly termed ‘engineered’ GGR technologies.

The UK will take a leading role in GGR policy development and deployment, and will work to
enable the development of engineered GGR technologies in the mid 2020’s. The Net Zero
Strategy®? outlined an ambition to deploy at least 5MtCO,/yr of engineered removals by 2030,
in line with CCC and National Infrastructure Commission assessments. In line with this
ambition, we intend to develop business model support to potentially enable engineered GGRs
to participate in Track 1.

Our long-term approach to engineered GGR technologies, in line with our approach to Power,
ICC and Hydrogen, is to have a technology-neutral, market driven, competitive framework.
However, we recognise that this may take some years to develop and mature. There may be a
need for bespoke commercial frameworks to enable near-term deployment, however these are
at an early stage of development.

Some preliminary research has been undertaken to consider what potential commercial
frameworks could recognise the value of negative emissions from power BECCS. The final
report®* provides specific advice on how to structure a commercial framework that meets
typical criteria, such as ensuring that ‘value for money’ is achieved, as well as:

¢ Incentivising operators to continually reduce supply chain carbon intensity.

e Rewarding verified negative emissions, rather than simply stored carbon.

e To be feasible to implement in the 2020s, using existing frameworks where possible.

We will seek feedback on the published report. Building on this, we have also commenced
research investigating potential business models for DACCS and other ‘first of a kind’ (FOAK)

81 CCC (2019) Net Zero — The UK’s contribution to stopping global warming

82 https://www.gov.uk/government/publications/net-zero-strategy

83 https://www.theccc.org.uk/publication/sixth-carbon-budget/ & https://nic.org.uk/studies-reports/greenhouse-gas-
removals/

84 https://www.gov.uk/government/publications/investable-commercial-frameworks-for-power-beccs
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GGRs, which will report early next year. The Net Zero Strategy, outlined our intention to
consult on preferred GGR business models in early 2022.

6.2 Expression of interest for GGRs

Due to the current status of business model development, we will not be inviting engineered
GGR Projects® to apply for the Phase-2 Project selection process as set out elsewhere in this
document. We recognise however that GGRs were considered as part of the CCUS Cluster
Sequencing Process, including their ability to connect to Track 1 clusters along Track 1
timescales.

In this context BEIS is seeking to understand the scale of potential GGR Projects. As part of
the Phase-2 launch BEIS is inviting eligible GGR Projects (as defined below) to partake in a
separate Expression of Interest (Eol) process for GGRs. An Eol form is listed in Annex F. The
Eol is open to eligible GGR Projects with an interest in requesting access to Track 1 (as well
as those with access to the reserve cluster, as per the eligibility criteria below). As a next step,
the Eol will be used to inform the design of a potential separate evaluation and selection
process as a GGR specific part of Phase-2.

The Eol includes questions designed to assess the type, scale and CO, emission reduction
potential of the GGR Project. It also seeks feedback on the published business model report,
mentioned above. Eventually, any decision to award support to GGR Projects seeking to
connect to Track 1 clusters, would only be made subject to the development of a suitable
business model and successful evaluation of eligible Projects, as well as completion of any
negotiation and due diligence, taking into account a value for money evaluation. Any future
BECCS Projects would be required to meet stringent sustainability requirements for the
production and use of biomass, as will be set out following the publication of the full Biomass
Strategy in 2022. Similarly, the carbon intensity of energy services and other utilities required
for DACCS operations will be a key consideration.

Responses to the Eol are welcome from GGR Projects, which meet the eligibility criteria listed
below:

The Project must be located in the UK

This criterion has been proposed to reflect UK government’s commitment across the UK to
support decarbonisation in line with net zero.

The Project must meet the definition of an engineered GGR Project using geological
storage for captured CO,

GGR Projects like BECCS and DACCS, which must have the principal aim of permanent
atmospheric CO, removal through geological storage. Projects must have plans to deliver

85 Participation in this stage of the Cluster Sequencing Process is restricted to engineered GGR projects that
ultimately achieve atmospheric CO2 removal through geological storage. This principally limits eligibility to
DACCS and BECCS, and excludes other engineering-based projects such as enhanced weathering.
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greenhouse gas removal through geological storage, alongside any plans for utilisation of
C0,%. For a GGR approach to be credibly ‘net-negative’ it must remove more GHGs from the
atmosphere than it creates along its entire supply chain (both domestic and international) and
store them for an effective period of time.

The Project must have access to a Track 1 or reserve cluster carbon transport solution
and storage site

GGR Projects should be located within the UK regardless of geographic location and proximity
to a Track 1 or reserve cluster T&S network. To demonstrate access, Projects should have a
provisional agreement with their preferred carbon store and transportation provider, with clear
plans on how they will integrate with this infrastructure.

The Project must not be considered under another carbon capture business model

The GGR Project must not be considered under another business model to support the costs
of building and operating a carbon capture plant, for example, under the Industrial CCUS
business model. This is because the costs of the capture plant would already have been
provided for, even if negative emissions occur as a consequence of utilising sustainable
biomass feedstocks in that installation (e.g. biogenic waste in an energy from waste plant).

86 |t is recognised that some forms of Carbon Capture and Utilisation (CCU) such as the production of sustainable
aviation fuels (SAF) are key transitional elements of engineered GGR project’s business plans.
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Section 7: Negotiation/due diligence phase,
BAFO and selection decision

7.1 Shortlisting for negotiation/due diligence stage

Government reserves the right at its absolute discretion to limit the number of Projects which
will be shortlisted to participate in the negotiation/due diligence stage after applying the
processes set out in Sections 3, 4 and 5 of this document. In summary, when deciding which
Projects will be shortlisted to participate in the negotiation/due diligence stage, government
intends to have regard to:

e the number of Submissions received in respect of each Business Model;

e the ranking of Submissions in respect of each Business Model based on the scores
awarded by applying the evaluation criteria set out in Sections 3, 4 and 5 of this
document;

e a Cluster Integration Check, which may be relevant, for example, in circumstances in
which the potential Projects shortlisted lead to a significant change to the Track-1 T&S
Co’s submitted Cluster Plan in Phase-1; and

e any affordability, value for money, balance sheet and subsidy control constraints.

7.2 OQOutline of negotiation/due diligence phase

After the evaluation of Submissions and shortlisting, in line with HMG business case approvals
processes, government envisages that there will be a period of negotiation/due diligence, when
shortlisted Projects will engage with the Department on a variety of technical and commercial
issues such as:

e progress on plans for the infrastructure being delivered by the Track-1 T&SCo; and

e the details of the Business Models.
A significant amount of collaboration and coordination is expected during this period. In
particular, the shortlisted Projects would be expected, amongst other things, to be able:

e to demonstrate how their Projects may be incorporated within the relevant T&SCo's

Cluster Plans;

e to demonstrate their commitment to achieving FEED and optimising the design of their
Projects;

e to move forward with all the regulatory processes and consents needed to realise their
Projects;
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e to agree a programme of work through to FID, taking account of government processes;

e to share new information across a wide range of issues, including the management of
risk; and

e to respond to requests for information from advisers as due diligence commences.

7.3 Timetabling of shortlisted Projects

Government anticipates that each Track-1 T&SCo would have its own timetable, for example,
in respect of achieving FID. For this reason, government may set bespoke timetables for
carrying out negotiation/due diligence by reference to each of the Track-1 T&SCos.

In order to arrive at the lists of Projects to be awarded financial support, capture technology
specific negotiation/due diligence processes will apply to each Business Model. An overview
of the processes that government intends to follow with respect to each Business Model is set
out below.

Government also anticipates that Submissions will relate to Projects with different levels of
maturity and/or development timescales. Given that the maturity of Projects is expected to
have a bearing on the effectiveness of any negotiations and due diligence, government may
prioritise the shortlisted Projects by reference to maturity considerations. However, whether
that decision is taken will be subject to a number of considerations, including the number of
shortlisted Projects and the applicable development timescales. In particular, in respect of the
Power Business Model and the Industrial Carbon Capture Model, government is considering a
two stage approach. This could involve dividing the shortlisted Projects into groups based on
maturity and, in particular, having regard to the alignment of Projects' proposed FID dates with
the relevant T&SCo's timetable for the achievement of FID.

The Hydrogen Business Model is due to be published in 2022. However, government intends
to follow a separate timetable for the allocation of financial support for Hydrogen Projects.

7.4 The objectives of the negotiation/due diligence stage

Applicants are reminded that government is continuing to develop the processes applicable to
the negotiation/due diligence stage of this process, which follows Phase-2. In particular,
government reserves the right to make changes to the processes described in this document.
Details of the processes and applicable timelines will be communicated in the invitation to
participate in the negotiations and due diligence stage.

The negotiation/due diligence process is being carried out in parallel with a process of further
engagement with the Track-1 T&SCos. In this context, government recognises that changes to
this process will have implications for the Track-1 T&SCos.
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Government reserves the right to negotiate any aspect of a Submission and to request any
information it requires to carry out due diligence of Submissions. In particular, Applicants
should note that the objectives of the negotiation/due diligence stage are two-fold:

e first, this stage is an opportunity for government to negotiate improvements from its
perspective to the technical and commercial terms of Submissions; and

e second, as part of an ongoing due diligence process, this stage is also an opportunity for
government to confirm and verify any aspect of Submissions and to seek updated
information from Applicants as Projects achieve important milestones.

Government reserves the right:
e to invite more Projects to participate in this stage than the number of Projects that it

intends to offer financial support in order to maintain competitive tension throughout the
process; and

e to request additional information from Applicants on some aspects of their Submissions,
including with respect to technical, legal, financial and commercial matters.

The decision in relation to how many Projects will be invited to participate in this stage will be
taken by reference to:
e Government’s affordability, value for money, balance sheet and subsidy control

constraints; and

e the number of Projects that have expressed interest.

7.5 The invitation to participate in negotiations and due
diligence

Government will issue a formal invitation to participate in negotiations and due diligence to the
relevant Applicants. That invitation will set out:

e details of any initial submission requirements, including any additional technical, legal,
financial and commercial information Applicants will be required to provide to support
their Submissions;

e instructions in relation to the submission of that further information;

e instructions and information in relation to the conduct of any discussions that may be
carried out between government and Applicants; and

e any other relevant information about the negotiation/due diligence stage.

7.6 The scope of negotiations

The scope of the negotiations is expected to vary across the Business Models, having regard
to the differences in the Heads of Terms applicable to each Business Model. The draft Heads
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of Terms for the Power Business Model and Industrial Carbon Capture Business Model were
published in October 202187, The draft Heads of Terms for the Hydrogen Business Model are
being developed and an updated draft is due to be provided during the course of 2022.

Government also intends to carry out negotiations in a way that ensures that the terms of
Submissions are consistent with government’s negotiations with the relevant T&SCo. This is
an important consideration due to the significant inter-dependencies between T&S Networks
and the Projects wishing to connect to T&S Networks.

Further details of the scope of any negotiations will be communicated in the invitation to
participate in the negotiation/due diligence stage.

7.7 Power, Industrial Carbon Capture and Hydrogen
Submissions — structure of negotiation/due diligence stage

Depending on the number of shortlisted Submissions, the shortlist may be further sub-divided
into multiple groups for each Business Model. The decision on whether a Submission is
allocated to a particular group is anticipated to be taken by reference to evidence as to the
maturity level of Projects.

Under this process, government reserves the right:

e to adopt different timetables for the conduct of negotiations and due diligence depending
on the Track-1 T&SCo to which the Project is seeking to connect;

e to conduct negotiations and due diligence with Projects allocated to one group ahead of
conducting negotiations/due diligence with Projects allocated to another group;

e to move Projects between groups if there are changes in circumstances, for example,
changes to a Project's timetable for achieving key milestones; and

e to evaluate certain information by reference to the Track-1 T&SCo to which the Project is
seeking to connect.

7.8 BAFO Submissions

Government intends to close the negotiation/due diligence stage by seeking best and final offer
submissions ("BAFO Submissions"), which will be evaluated in accordance with the criteria set
out in the invitation to submit a BAFO Submission. Government’s evaluation of BAFO
Submissions will include an assessment of the cost to extend the T&S network to the Project.

Without prejudice to the disclaimers set out at Section 1.6, government reserves the right to
discontinue negotiations with any Applicant that does not accept the terms and conditions for
submission as set out in the invitation to submit a BAFO.

87 https://www.gov.uk/government/publications/carbon-capture-usage-and-storage-ccus-business-models
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Government reserves the right not to invite BAFO Submissions in accordance with a common
timetable. In particular, government reserves the right to adopt different timetables:

e for each Business Model; and

e within each Business Model, in circumstances in which Projects have been divided into
groups.

During the period from the date on which BAFO Submissions are made to the announcement
of selection decision, government also intends to carry out further due diligence ahead of
announcing any decision to allocate financial support to a particular Project. That due
diligence is anticipated to cover technical, legal, financial and commercial compliance matters.
In addition, the Department anticipates carrying out a Cluster Integration Check at this stage in
the context of the relevant T&SCo to ensure that the risk profile, resilience and affordability of
the Track-1 Cluster Plans, taking into account any subsequent evolution of those plans, and
the cost of extending the T&S network to each Project, remain satisfactory.

7.9 Announcement of selection decision

Following the evaluation of BAFO Submissions, government intends to announce the list of
Projects it intends to provide financial support.

Any decision to award support at any stage of this process will be subject to government first
satisfying itself as to compliance with relevant technical, legal, financial, commercial or policy
requirements, including:

compliance with applicable subsidy control requirements;

any balance sheet requirements;

value for money requirements;

verification of compliance with the applicable eligibility requirements; and

a further Cluster Integration Check.
Any decision to award support under this process will also be subject to conditions being
satisfied, including:

e Applicants demonstrating sufficient progress towards satisfying pre-contract signature

requirements (e.g., obtaining any necessary planning and environmental consents);

e Applicants agreeing final terms with government;

e Applicants agreeing final terms with the relevant Track-1 T&SCos; and

e Government agreeing final terms with the relevant T&SCos.

Applicants that submitted BAFO Submissions but are not selected may be placed on a reserve
list.
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