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14 December 2021



The Danish Government (Social Democrats), Left, Danish People's Party, Danish Social Liberal Party,
Danish Socialist People's Party, Unity List, Conservative People's Party, Liberal Alliance and The Alter-
native Party have come together on an agreement to roll out COz-capture and transport, which will
help reduce greenhouse gas emissions.

The agreement is the next stage in the Government's CCS Strategy and builds on the previous CO:
Storage Agreement from June of 2021; cf. Annex 1. The agreement will be followed later this year by a
Power-to-X strategy that will touch on how PtX products, including those containing COz, can conttib-
ute to phasing out fossil fuels in a number of sectors.

The agreement will pave the way for Denmark to assume global leadership in the capture, storage and
use of CO2. With this agreement, we are taking the first step towards a completely new type of infra-
structure for the capture and transport of COz in Denmark, which is crucial for Denmark to achieve
climate neutrality by 2050. The agreement also paves the way for commercial and technology develop-
ment in Denmark in years to come, which will be in high demand globally. The agreement will pursue
the goal of the original climate agreement on energy and industry etc. from June of 2020 on a compre-
hensive strategy for COz-capture, storage and utilisation (CCUS) and PtX in Denmark. The agreement
should be seen in the context of the Green Sub-Agreement to the Finance Act of 2022, which is ex-
pected to lead to a reduction of an additional 0.5 million tons of COz from e.g. CO2 capture and stor-
age. Overall, this agreement and the Green Sub-Agreement support the overall strategy and thus the
dissemination of green solutions of the future.

With the Climate Agreement for Energy and Industry from June of 2020, we decided to invest mas-
sively in solutions that can capture COz in such things as chimneys and then pump it back into the
ground where it came from or recycle it into biofuels. We decided to set aside a market-based pool of
BDKK 16 to capture, utilise and store COz2 starting in 2024 to achieve CO: reductions of 0.4 million
tons in 2025 and 0.9 million tons by 2030. This agreement established the principles for implementing
and realising the agreed reductions. The Government's 2021 Climate Programme also describes the
technical potential for CCS of up to a further 8 million tons, about a third of which comes from fossil
fuels and industrial processes. With this agreement and the Finance Act of 2022, funds have been allo-
cated to capture at least 1.4 million tons of CO; by 2030. Our ambition is for CCS to deliver higher re-
ductions by optimising the implementation of the pool and other initiatives. In this context, work on
green tax reforms is expected to support the spread of CCS in Denmark.

This agreement thus takes a significant step forward on the road to reaching Denmark's climate goals
for 2025 and 2030 and the establishment of full-scale COz-capture and storage in Denmark. The cap-
ture and storage of CO2 will continue to be used to increase oil extraction around the world. In Den-
mark, CCS should not be a means of getting more oil and gas out of the North Sea. CCS will be used to
reduce some of the emissions that are otherwise difficult to do something about and contribute with
negative emissions. It is therefore not an expression of diminished ambitions in relation to the Green
Shift. In its latest report of August 2021, the UN Panel on Climate Change (IPCC) stresses how — in all
the scenatios aimed at limiting global temperature rise to below 1.5-2.0 °C — they point out that it is
necessary to remove COz from the atmosphere to compensate for man-made emissions. The need for
such so-called negative emissions is supported by Denmark's Climatic Act.



The parties to the agreement have agreed on the following specific initiatives:

Long-term regulation to roll out CCS on market-based terms
The parties have agreed that CCS technology should be rolled out on market-based terms through the
following initiatives:

* Market-based deployment through taxes and expenditures for quota purchases: The par-
ties want a market-based roll out of CCS in the long term. This has to be seen in the context of
increased private financial incentives through, among other things, duties, taxes and quotas.

* Promotion of negative emissions through negative duties or subsidies: The parties have
agreed that negative emissions can be promoted through negative duties or subsidies. The par-
ties have agreed to revisit this idea in the context of discussions on a more uniform CO: e-regu-
lation, based on recommendations from the Green Tax Reform Expert Group. The parties
have also noted that the Danish Council on Climate Change recommends that a political deci-
sion be taken on whether negative emissions count towards the Danish COz accounting, even if
it is stored abroad. At the same time, the parties noted that it is not yet possible to report all
types of negative emissions in accordance with current UN rules. However, the need for nega-
tive emissions has been pointed out by the UN Climate Change Panel (IPCC). The parties ex-
pect that - in the long term — it will be possible to include all types of negative emissions, and
therefore agree to include negative emissions in the Danish effort independently of type and
where it is stored, see the comments on the Climate Act'and in line with the Danish Council on
Climate Change's recommendations.

* Promoting CCS through EU regulation: The parties agree to strengthen CCS at the interna-
tional level and promote negative emissions via CCS by developing a pan-European certifica-
tion system for COz-uptake, which can eventually be linked with better incentives through the
EU quota trading system.

* Research: The parties agree to continue investing in research into the capture, storage and utili-
sation of CO2. MDKK 700 was allocated in 2021 (MDKK 295 in 2022) for four green research
missions, including one on the capture and storage or utilisation of COz2. The money has been
set aside as part of the recent agreements in the past two years to distribute research reserves.

* Development of Denmark as a European hub for CO: storage: The parties agree to
strengthen Denmark's role as a European hub for storing CO2 so imports of CO2 can be pro-
moted; see the Agreement in Principle on COz Storage from June of 2021. A Danish position
of strength within CO»-storage will allow us to facilitate reductions outside Denmark's borders

'The Climate Act's targets include Denmark's total greenhouse gas emissions including carbon capture/emissions from soil and forest
(LULUCEF), negative emissions from technological processes (e.g. storage of CO2 underground) and indirect CO2 emissions (sub-

stances later converted into CO2 in the atmosphere). The targets do not include emissions from international shipping and aviation.



and support the transition from jobs in the oil and gas sector to new, greener jobs in CCS. The
legislative and administrative processes for importing/exporting and storing CO2 should sup-
port this ambition.

* Promotion of capture technologies within Direct Air Capture (DAC): The parties agree to
promote DAC technologies. DAC combined with CO: storage can contribute with negative
emissions. The parties note that the Government is initiating an analysis of the framework con-
ditions for the promotion of DAC technologies and making them more affordable. The cap-
tured COz could also be used in carbon-based fuels produced via PtX

Promotion of CCS in the short term
The parties agree to simultaneously promote CCS in the short term through the following initiatives:

Tmplementation of the CCUS' subsidy pool

The parties agree that the support subsidies are divided into two phases. The first phase aims to realise
CO:z reductions of 0.4 million tons annually starting in 2025. This agreement will only decide on imple-
mentation during the first phase of the pool. In the second phase, experience from the first implemen-
tation and market developments are expected to contribute to the best possible implementation of the
reductions (0.9 million tons per year) by 2030. Based on a government analysis, the parties will be in-
volved in the second phase of implementation by the first half of 2023, when it will include how the
pool can support the deployment of the technologies for the capture, storage and utilisation of CO,
while contributing with the agreed reductions.

At the same time, the parties agree that the funds should contribute to establishing a single chain of val-
ues for capture, transport, storage and utilisation that can contribute to reductions.

For the first implementation of the pool by 2025, CO: storage will contribute most to the anticipated
national reductions of 0.4 million tons of CO2. The funds will therefore in the first phase be granted to
capture operators who subsequently purchase for transport and storage. The funds will have to cover
the costs of CCS at all stages of the value chain from capture to storage. It is expected that the supplier
of transport and storage capacity will be chosen in 2023. It is estimated that just over half of the funds
will go to capture, as the cost here is highest, while just under half of the funds will go to transport and
storage. The approach is expected to underpin market-based dissemination of the technology. The
funds will be granted per reduced ton of CO2. The funds will be adjusted for the development of CO2-
duties, including any negative duties or charges for negative emissions which will be offset against the
amount of the subsidy. Similarly, the development of the quota price will be taken into account when
determining the amount of financial support. At the same time, the Government will establish criteria
that support competition in supply. At the same time, it will be a requirement that the beneficiaries
have sufficient financial and technical capacity to deliver the expected reductions in environmental and
safety terms. The detailed arrangement of funding is determined in cooperation between relevant min-
istries in a negotiation or market dialogue with the interested operators that receive funding. The Con-
ciliation Circle is regularly informed on the status of this.



The parties note that objective criteria must be established in the implementation of the CCUS subsidi-
aries pool to ensure that the long-term use of sustainable biomass in electricity and district heating sup-
ply is taken into account. The implementation of the CCUS pool shall not give rise to new or extended
investments in biomass-based combustion that do not support the appropriate and sustainable use of
biomass in electricity and district heating supply.

At the same time, the parties note that the terms for receiving funds for the period are set during nego-
tiations between the State and relevant beneficiaries through a so-called Open Book approach, where
the funds can be optimised to maximise the impact the funds have. The Open Book principle means
that negotiations take place with full transparency of the bidder/tenderet's cost structure and prefer-
ences, and with full transparency over the biddet's criteria for success and negotiations.

The parties also see excellent prospects in the use of COz and, in the context of the PtX strategy and
other implementations of the CCUS pool, will look at how the use of CO2 can help us reach our cli-
mate goals. The parties note that the publication Global Reporting will look at the development of a
method to measure the impact of CCU on global emissions.

The parties are generally focused on Denmark being successful in becoming a leader in hydrogen and
PtX. The first steps have been taken with a number of PtX initiatives, including e.g. IPCEI and green
research strategy. The PtX strategy, which is at the top of the previous initiatives, will help create a clear
and ambitious framework for PtX. Based on the PtX strategy, the Government will convene negotia-
tions with the agreement group behind the Climate Agreement for Energy and Industry etc. of June
2020, where measures to support CCU will also be negotiated. At the same time, in the context of the
second implementation of the CCUS pool, the parties will look at how the use of COz2 can help Den-
mark reach its climate goals for the first half of 2023.

The parties also agree on the need to develop Danish storage capacity, as this could potentially lead to
the development of new green jobs where the storage of COz 1s concerned. The parties agree that all
permit programmes in relation to COz-storage must be ready in time for Danish storage to be possible
in 2025, so that Danish storage capacity can be a potential buyer of captured CO; in the first implemen-
tation of the CCUS pool. The parties agree on a speedy and flexible procedure and that the Conciliation
Circle is kept regularly informed of the progress made.

This means, in specific terms, that it will be possible to apply for permits for pilot and demo projects
for COL! storage of (Geological storage of COLI of less than 100 kilotons for research, development or
testing of new products and processes) in the North Sea as of 01 July 2022, if it is considered safe and
environmentally justifiable.

With reference to the Agreement in Principle for CO2 Storage of 30 June 2021, the parties note that the
process for granting permits for COz-storage in the Danish subsoil in the North Sea has been initiated.
The parties note that the Minister for Climate, Energy and Utilities will allow applications for COz stor-
age in the North Sea by the end of 2022, so that storage can take place as early as 2025, if it is consid-
ered safe and environmentally justifiable. The parties support this timetable; see Annex 2.



The parties agree to discuss possible additional support for Danish COz-storage sites in 2022 in the
context of political negotiations on the State's possible participation in COz-storage projects. In this
context, and in line with the Agreement in Principle for CO2 Storage of 30 June 2020, the parties will

also discuss how to secure any state proceeds from COz-storage, as well as various models for this.

Clear anthorisation for COz-capture at waste incineration and biomass plants

Most waste incinerators and individual biomass plants with the potential for COz-capture are munici-
pally owned. There is a need to ensure that municipalities have a clear legal basis to participate in spe-
cific activities such as COz-capture. The parties therefore agree that municipal operators should have a
clear legal basis for building and operating COz-capture facilities at waste incineration and biomass
plants. The Government will present a specific model for this in 2022. The model shall support the fact
that costs for CCS installations are not passed on to heat and waste consumers while supporting a
green, efficient and safe supply sector. CO,-capture at waste incinerators must be seen in the context of
the Climate Plan for a Green Waste Sector and Circular Economy. The CCUS pool is also organized in
such a way that municipally-owned waste incinerators and biomass plants can also apply for the first
implementation.

Development of infrastructures for and transport of CO2

Transport and intermediate storage are a necessary link in the CCS value chain and thus also a neces-
sary condition for creating reductions via CCS. One important first step in building a cost-effective in-
frastructure for transporting and intermediate storage of CO2 is to examine the need and costs for
building or using such infrastructures in the different geographical clusters. The parties therefore agree
to set up cluster collaborations (in Copenhagen, Aalborg, Aarhus, Esbjerg, Fredericia and Odense) as
well as possibly other major Danish cities — each of which will be tasked with exploring the opportuni-
ties, needs and costs for establishing such infrastructures. In this context, the parties agree that estab-
lishing and operating pipeline infrastructures will be discussed in the relevant cluster cooperations in
2022.

The parties also support the Government's allocation of MDKK 190 to the development of local value
chains for COz-capture, utilisation and storage from the Fair Transition Fund, e.g. in North Jutland,
which has been designated by the European Commission as a possible eligible region in Denmark. The
aim is to accelerate the establishment of the necessary infrastructures for CCUS. The parties note that
the funding requires approval by the European Commission of Denmark's national programme for the
Fair Transition Fund.

Dialogue and involvement

The parties note that the Government is setting up a stakeholder forum for CCUS via the Ministry of
Climate, Energy and Ultilities, inviting all interested authorities, companies, knowledge institutions, fi-
nancial institutions and interest groups etc. Among other things, the forum will support the retention
and development of green Danish jobs with a technology-neutral and market-based focus.
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The agreement is designed as a voting agreement. The parties note that the agreement forms the sec-
ond part of the strategy for the capture and storage of COz. At the end of the year, the Government
will present a PtX strategy that will address the utilisation of COz2 to develop of PtX products.

The parties note that the Minister for Climate, Energy and Utilities will initiate ongoing discussions in
which the status and progress of the CCS strategy efforts and for the permit process can be discussed.
The parties also note that the Government will present a proposal for the second phase of the CCUS

pool at a later date, with a view to achieving the anticipated reduction of 0.9 million tons of CO:2 by
2030.



Annex 1

Agreement in Principle between the Government (Social Democrats), Left-Denmark's Liberal
Party, Danish People's Party, Left-Denmark's Liberal Party, Danish Socialist People's Party,
Unity List, Conservative People's Party, Liberal Alliance and The Alternative Party — regarding

A Road Map for the Storage of CO:

The first part of a comprehensive CCS strategy

30 June 2021



The Danish Government (Social Democrats), Left-Denmark's Liberal Party, Danish People's Party,
Danish Socialist People's Party, Unity List, Conservative People's Party, Liberal Alliance and The Alter-

native Party have agreed on the following principles for the storage of COz in Denmark:

* A basis must be created for safe and environmentally sound storage of CO2 below ground.
* Denmark must be able to import and export CO: to and from abroad
* Further studies on new storage sites in Denmark are to be launched.

i

The parties note that the UN Climate Change Panel (IPCC), the International Energy Agency IEA)
and the Danish Council on Climate Change state that CCS is a key instrument for mitigating climate
change. Carbon capture and storage (CCS) is a well-known technology where CO2 is captured from flue
gases or air, transported to and subsequently stored in suitable geological structures about 1-2 km un-
derground.

The parties support the fact that CCS plays an important role in meeting national climate goals, CCS
technology can help reduce emissions that are otherwise difficult to reduce in other ways. CCS can also
be used to create negative emissions. In addition, analyses from GEUS show that the Danish subsoil is
particulatly suitable for storing COz, and by 2030 they expect an increasing demand for COz-storage
capacity in northern Europe.

However, there are currently no COz-storage sites in Denmark, so specific initiatives are therefore
needed.

Safe and environmentally sound storage

The parties agree that COz-storage must be safe and environmentally justifiable. The parties shall state
that the precondition for this is the start of the process of granting permits for COz-storage in the Dan-
ish subsoil in the North Sea, so storage can take place as early as 2025.

At the same time, the parties stress that permits for COz-storage will not be a means of obtaining more
oil and gas from the North Sea.

The parties note that the Government will have a report prepared on international experience from
CCS in terms of safety, nature and the environment.

The parties note that before opening CO2 storage permit applications, the Minister for Climate, Energy
and Utilities will determine among contractors/bidders how to avoid storage operators controlling large
areas of the North Sea, as well as whether any state revenue can be secured for the exploitation of un-
derground storage capacity.

The parties also note that the Minister for Climate, Energy and Ultilities will present a statement for the
KEF Committee on which areas/blocks ate to be offered, including general conditions (application
procedures, work obligations, monitoring requirements, collateral, guarantees, model permits, require-
ments concerning technical and financial capacity etc.).



The parties also consider that the storage of CO2 should be developed and operated as far as possible
on commercial terms.

Possibility of importing and exporting CO:

The parties agree that Denmark has the right to import and export CO2 to-and-from abroad.

The parties note that this requires the removal of a number of regulatory barriers. The parties to the
agreement therefore agree to accede to the amendment of the London Protocol and the amendment of
the Marine Environment Act (presented in November of 2021) to allow the import and export of CO2
with selected countries.

The parties also support the Government's work on concluding bilateral agreements on the transport
of COz2 across national borders. The parties agree that agreements can be concluded with countries
that, like Denmark, will use CCS as a means of reducing emissions that are otherwise difficult to reduce
and achieve negative emissions.

Maturing of additional storage options in Denmark

The parties agree to initiate studies on potential storage sites in the Danish subsoil.

The parties agree that all relevant storage options should be examined and the current agreement does
not address where storage sites should be placed. The parties have stressed the importance of relevant
municipalities, regions and citizens being involved before launching studies on specific areas.

The parties note that a follow-up group of potential storage operators will be set up to support further
work on the investigations. This will allow the oil and gas sector to contribute with its many years of
experience in interpreting data and hands-on experience in operating wells underground. The parties
also attach importance to the free availability of collected underground data, including for purposes

other than CO:z-storage.

The nature and economics of the agreement

Mapping potential COz-storage sites entails government expenditures totalling MDKK 210 in 2022-24.
The parties agree that funding can be made through research reserves, as this is part of the implementa-
tion of the CCUS mission in the Green Research Strategy. Regarding research reserves for 2022, we
therefore propose MDKK 85 in 2022, MDKK 115 in 2023 and MDKK 10 in 2024 for GEUS, which
will be negotiated as part of the distribution of the total reserve in the autumn.

The parties also note that the agreement forms the first part of a strategy for the capture and storage of
COa. After the summer recess, the Government will prepare a paper for the next part(s) of the strategy,
including the implementation of the CCUS pool of BDKK 16 from the Climate Agreement for Energy
and Industry etc. 2020. In that connection, the agreement participants will discuss how Danish work on
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COz2-capture and storage can be done in a way that takes into account both that CO:2 can be stored un-
derground and used for the development of Power-to-X products that can contribute to such things as

interoperability of shipping and aviation in the use of fossil fuels with a thought to COz2 reductions.

11



12

Annex 2

TIDSPLANEN FOR CCS FREM MOD 2025

Udmentning af
CCUS-puljen
(ferst fase)

Tilladelse til
pilot- og
demoprojekter
(P&D) om CO;-
lagring i
Nordseen

JfEndring af
Undergrundslov
en vedr. statslig
deltagelse i
COz-lagring

Udbud af
fuldskala CO,
lagring i
Nordseen

Udvikling af
infrastruktur til
transport og
mellemlagring

CCS forhandlinger i
FK for KEI20

Lovproces om P&D-
projekter for lagring
Sept.: SMV igangsat
for bekendtgerelse
om P&D-projekter

Lovproces der
muligger evt. statslig
deltagelse i COx-
lagring

September: SMV'er
igangsat for udbud af
fuldskala-
lagringstilladelser i
Mordseen

Q1: Udbudsmateriale
annonceres

Q2: Forhandlinger
med ansagere
gennemfores

Februar: Fremsstielse af
lovforslag om P&D-
l=gringsprojekter

Marts: Samlet haring owver
SMV og bekendigarelse om
PED-projekier

Q2: Opfelgning pé haring

Februar:
Fremsasttelse af
lovforslag der
muligger evi. statslig
deltagelse

Februar: Hering over SMY
for fuldskala-
Iagringstilladelser

Juni: SMV for udbud af
lagringstilladelser afshutiet
Q2: Udbudsmateriale fe=rdigt

Q1:
Klyngesamarbejder
nedsa:ttes

2. Halvar 2021 1. Halvar 2022 2. Halvar 2022

Q3/Q4: Endelig aftale
med ansagere om
tildeling af midler

1. juli: Lovsandring og
bekendigarelse om P&D-
projekter treeder i kraft

3: Tildeling af evt tilladelse
fil PED-projekt og projekistart
efter 4 ugers “stand still™

1. juli: Lovaendring
treeder i kraft

Q3: Udbud for
lagringstilladelser
startet

Q4: Ambition om

meddelelse af tilladelse

Q3: Etablering af
robust regulering for
COs-transport og
afklaring af statens
rolle

2023

Forventet i 2023:
Regeringen
preesenterer oplaeg fil
udmentning af 2. fase
af CCUS-puljen

Godkendelse af
konkrete fuldskala CO--
lagrings projekter

Etablening af
infrastruktur

Idnfiseettelse af
farste danske
fuldskala CO,-
fangstanlzeg

Idnftszettelse af
dansk CO,-lager




