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Climate Change Strategy
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CCS Legislation in Alberta

* The Carbon Capture and Storage
Statutes Amendment Act, 2010

was passed in Dec 2010. o
| Pore Space OwnerShip MINES AND MINERALS ACT

— Long-term liability
— Post -closure Stewardship Fund
— Tenure Agreements
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Long Term Liability

* Alberta now has the authority to assume the liability.

e Afterissuing a closure certificate:
— Alberta becomes owner of CO.,.

— Alberta assumes obligations under provincial
environmental legislation.

— Indemnifies lessee against damages.
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Post Closure Stewardship Fund (PCSF)

* Alevy applied per tonne of CO,
injected.

 The PCSF will be applied toward MMV
and other Crown obligations.
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Pore Space Tenure Agreements

 Allows the Minister to enter into agreements
under Part 9 of the Mines and Minerals Act.

* C(Creates two separate agreements:
-Evaluation Permit
-Carbon Sequestration Lease
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Carbon Sequestration Tenure Regulation

 Passed in April 2011 in response to an
applications for Carbon Sequestration Lease

e Sets out some administrative details:

— Maximum area
— Rent

— Grouping

— Closure Plan

— MMV Plan
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CCS Regulatory Framework Assessment (RFA)

* Avery detailed review of our existing framework

* Also looking at some gaps:
— Closure criteria.
— Methodology and rate for the PCSF.
— Role of risk assessment in CCS.
— Clarity of roles and responsibilities for Alberta regulators.
— How stakeholder engagement will take place.
— Role of Environmental Impact Assessments in a CCS project.

e Recommendations go to the Alberta Government in
late-2012.
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ISSUE - Pore Space Manageme
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* Management of Pore Space .

— Conservation

Salinel-ormations

— Pore Space Inventories
* North American Carbon Storage e
Atlas

* Pore Space Open Access
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Closure Plans

Closure Period

Closure Certificate
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ISSUE - What is included in the PCSF rate
and how is it calculated?

 Four main components of the PCSF rate:

1) Costs associated with orphaned facilities not currently covered
2) Residual reclamation;

3) Ongoing MMV costs; and

4) Long-term liabilities and risk assumed by the Government.

RFA Draft Recommendation:

— Rates for covering long-term liabilities and risks should be
calculated on a site-specific, risk-based basis by an independent
third party.

— Rates should reviewed and adjusted every three years.
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ISSUE — How much money will we need in
the future?

* |Industrial Economics Inc.
— Valuation of the long-term risks associated with CCS.

* Alberta Innovates Technology Futures

— Estimated future costs of potential future MMV and
Remediation activities.
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What’s next?

ISO CCS Standard:

e Building an integrated
CCS standard.

 Commences in June
2012.

e (Canada to Chair

* Scope is still being
finalized.
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3. CO, will be
injected into a
suitable rock formation

CO, STORAGE OPTIONS:

A. Deep-saline aquifers

B. Depleted oil and gas reservoirs
C. Salt beds or caverns

D. Unmineable coal beds
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Outreach and Education

3 Helping to cut our CO2
emissions in half by 2050.

OCTOBER 2011
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1 Many source facllities — coal-fired power

plants, oll and gas operations (l.e. cllsands

upgraders and reflneries) and chemical,
fertilizer and cement plants — use fossil

fuels Inthelr operations, producing
carbon dioxide, which Is

Procassing
Source

Enhanced

Qil Recovery
(EOR)
Operations

EOR
Injection

3 The compressed CO, can be transported via tanker or
plpeline to enhanced oll recovary operations, whare ltis
pumpad Intoexisting, declining producingwalls, racovering
billions of barrels of previously unreachable oll reserves.
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emitted Into the atmosphere.
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Facility

To captura the
CO, emissions
befors they

are emitted Into the
atmosphere, the plants
“place acap” at the
emissions stage, compress
the COgand transport It via
More Information anline: plpeline or tanker.
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4 The compressed CO; can also be
shipped to wellsites and Injected
Into carefully selected deep,
underground rock formations at
adepth of one to five kilometres, v
where It Is permanently stored. A
barrler of Impermeable rock and

natural chemical
Interactions !
ensure long- !

term storage.
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PCSF and Financial Security

- B Qaﬁ#j; * Key Questions:

1) What gaps exist between coverage
of existing financial security
mechanisms and the PCSF?
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2) Whatcant

3) What isinc

how is it ca

ne PCSF be used for?

uded in the rate and
culated?

4) How should the PCSF be managed?
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Alberta’s GHG Compliance Options

e |n 2007, Alberta became the first
jurisdiction in North America to
regulate large industrial emissions.

o FaC|||t|eS requ|red to |mmed|ate|y ALBERTA'S 2008 CLIMATE CHANGE STRATEGY
reduce per unit GHG output by 12% ——

e Three compliance options:
1) Physically reduce emissions
2) Purchase accredited Alberta offset

3) S15 dollar payment per tonne into
Technology fund.
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Gaps between coverage of existing financial
security and the PCSF?

* Risk of projects becoming orphaned during the
operational phase.

e RFA Draft Recommendation:

— Lessees to post financial security sufficient to cover the
full expected cost of suspension, abandonment,
remediation and reclamation.
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What can the PCSF be used for?

* Currently, the PCSF can be used for:

— Monitoring captured CO2
— Fulfilling obligations of being a lessee

— Paying for suspension, abandonment, reclamation and remediation or
orphaned facilities

— Other purposes prescribed in regulations

e RFA Draft Recommendation:

— Allowable uses of the PCSF should be expanded to
cover all assumed liability and obligations, including:

civil/tort liability and carbon credits
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How should the PCSF be managed?

RFA Draft Recommendation:

— Funds paid into the PCSF should be pooled amongst all
PCSF payees.

— No minimum or maximum funding level should be set for
the PCSF.
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