Inevitable warming -- CCS solves
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Fossil fuels will still account for two-thirds of the global energy mix by 2030. Clean energy strategies must take this into account - which is why carbon capture and storage must play a major role. To achieve the necessary scale, we need to mobilise private investment. Here's how. The UK has recently mandated all its companies to disclose the financial risks associated with their climate risks, impact and strategies – as per the framework set out by the Taskforce on Climate-related Financial Disclosures (TCFD) – by 2025. Not only will this help understand how a given company’s activities are contributing to climate change, but the transparency of reported data will also help unlock the investment required by the more complicated carbon emission-management technologies. Ground realities for carbon management While the transition to greener forms of energy features on most corporate agendas, two realities must be appreciated. First, despite the push towards renewables, fossil fuels could still account for around two-thirds of the global energy mix by 2030. That means the world’s strategies to move towards a net-zero carbon future cannot ignore fossil fuels. Second, emissions are yet to dip substantially despite the traction in renewables. Estimates suggest they must decline by over 7% each year until 2030 if the world is to meet the 1.5°C goal set out in the Paris Agreement. Thus, the world need strategies to reduce fossil fuel emissions at scale. These realities bring the discourse on carbon management technologies like carbon capture, utilization and storage (CCUS). Simply put, CCUS captures emitted CO2 and stores it in soil or beneath the seabed so that it does not escape into the atmosphere. The 'utilization' aspect refers to recycling and reusing that stored CO2 to produce goods of economic value such as oil recovery, fuels, construction material and plastics. The cost of capture and storage can be partially offset by this utilization, thus creating an economic incentive. This technology answers the realities outlined previously because it is focused on fossil fuels and reduces their emissions through its circular carbon-management model. This strategy can be particularly effective in managing emissions in hard-to-decarbonize sectors, such as carbonate aggregates, fuels, concrete, methanol and polymers. CCUS technology will reduce the emissions generated by these industries, whether in new or existing facilities. In cement, a sector fuelled by demand from high-growth emerging economies, CCUS may be only technology capable of delivering the necessary scale of emission reduction. CCUS-based fuels could also power the electrolysers used to produce low-carbon hydrogen, a product being spoken about increasingly in energy transition discourses. Further, an Ellen MacArthur Foundation report finds that only around 55% of emissions can be managed with renewables or energy efficiency. Achieving the remainder will require circular models that delink business activity from resource extraction. While a few nations have launched CCUS projects, Norway stands out since it is also a major fossil fuel exporter. Its Longship project transports the captured CO2 to a storage facility below the North Sea, while its Sleipner offshore gas project’s CO2 storage is now two decades old. Global CCUS capacity is climbing steadily  Finding the funds? The Global CCS Institute estimates the capture capacity of the 50 or so CCUS facilities globally at around 96 million tonnes of CO2 annually, a fraction of the 40 billion tonnes of CO2 emitted globally each year. The Energy Transitions Commission estimates as much as $5 trillion is needed by 2050 to create the capacity for carbon removal, which would include technologies like carbon capture and storage. But where would funding on this scale come from? Government-funded programmes, like those overseen by the US Department of Energy, have supported CCUS. Financial incentives like tax credits, guarantees, tax-exempt bonds and grants can help, just as they have with renewable energy. Carbon offsets/credits can be monetised to mobilise capital, though the shift from the Kyoto Protocol to the Paris Agreement has pushed carbon credits to the background. But these channels are still limited vis-à-vis the scale needed. To achieve the necessary scale, it is imperative to incentivise private capital. How can financial climate disclosures help unlock private capital? Private capital is often disincentivised from looking at nascent technologies (that target the SDGs) due to a lack of reporting and disclosure of data, because this impedes financiers' ability to assess and monitor the project. This is where mandating of the TCFD disclosure framework can be a game-changer – starting with the UK and also for other geographies who follow the UK’s decision. The framework set out by the TCFD requires companies to provide specific data to evaluate climate risks, which is precisely what CCUS seeks to do. The TCFD requires detailed scope-wise emission disclosures as well as granular disclosures on metrics like carbon flaring and capture, which form part of any CCUS project, set apart from the disclosures of the financial implications of the company’s climate risks, impacts and strategies. These detailed disclosures provide investors with more holistic information that enables them to better analyse the risk-reward trade-off of carbon projects initiated by that company, assess its impact on climate and price the capital. In short, the disclosures mandated by the TCFD framework can help close the data gaps that private capital faces while assessing or monitoring new technologies such as CCUS. With the discourse on CO2 exposure and climate risk becoming ever-more pervasive, more companies will need to report on their carbon materiality. Those who do not address their CO2 footprint could face higher capital costs or scarcer sources of capital. This augurs well for the future of carbon management technologies like CCUS. Part of the journey Managing fossil fuel emissions will be a necessary part of the journey towards a net-zero future. Scaling up CCUS technology will not only address this environmental scourge but can also deliver branding benefits for companies along with lower risks for business continuity as policies increasingly turn green. But such carbon technologies will require a lot of funds, and largely from private capital. The mandating of TCFD disclosures can be the means to achieve that end.
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