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Carbon Sequestration Working Group Next Steps
At the December 3-4, 2008 CSWG meeting, team members submitted their top 5 issues to address and include in a CCS financial assurance recommendation.  The specific notes by participants are attached at the end of this summary for your reference.  At the conclusion of the meeting, the CSWG decided to identify major topics to structure the work effort and to organize sub-committees to further explore the questions and detail recommendations.  The group also determined that to facilitate discussion and a productive work environment, each sub-committee should be comprised of 3-4 people.  

A proposed sub-committee structure follows. This structure is based on your submitted questions and the template drafted by Nancy Freudenthal as well as some of the other research reviewed on the topic.  If you feel a key component of work is missing in the structure below, please let us know so we will have a complete product when we finish. It is recognized that there may be overlapping questions and issues which each sub-committee will be working on and that open communication between sub-committees will be essential.  

The three proposed sub-committees are as follows:

1. Project characterization, risk assessment, operation and ownership.  

2. Financial assurance models, responsible parties and funding mechanisms.

3. Regulatory, governance and supporting organizational structures.

The following is a snapshot of some of the key questions within each sub-committee.  Certainly each sub-committee will refine these questions as they go about their work. The list below is intended to provide an idea of the type of questions/issues which should be addressed by each group.

Project characterization, risk assessment, operation and ownership  
1. Identify and rank risks associated with the CCS project life cycle (siting/design, operation, closure, post-closure, long-term stewardship) and the consequences associated with those risks.
2. Risks may include: abatement of violation, subsurface trespass claims, water rights conflicts, surface owner claims (public health and property rights), impacts from induced seismicity.  Risk profiles may differ at each stage in the project.
3. Identify key site selection attributes to reduce long-term risk in Wyoming.
4. Identify what stages of CCS this recommendation does not cover (capture, compression, transportation)
5. Develop specifics about responsible parties (operators, sub-contractors, state, feds) and roles at each stage of the project.
Financial assurance models, responsible parties and funding mechanisms

1. Identify acceptable surety, bonding and insurance mechanisms for each stage of the project risk.  Identify pros and cons of each tool.  Specify responsible parties and who will hold the instrument. Fit for Wyoming is essential.  
2. Specify which financial assurance mechanisms are likely to be available today, but leave enough flexibility in the system design to amend as more experience and data is gathered.

3. Determine criteria for terminating financial assurance liability (e.g. time period—10/30/50 years post-closure, stability indicators, other performance criteria?).

4. Recommend amounts of surety/bond/insurance required at each stage of the project or specify language for DEQ or other agency to do so.  

5. Provide guidelines on the elements to be included when calculating a bond amount.
6. Recommend model for revenue collection for long-term liability assurance (e.g. Trust). Specify any proposed pooling model including metric to obtain funds, acceptable uses of funds, adequacy of funding, periodic estimates to assess adequacy of reserves, administration/trustee.
7. Address whether different financial assurance tools and amounts should be set depending upon different site risk profiles.  How do we build sufficient flexibility and adaptability into the system?

Regulatory, governance and supporting organizational structures
1. Staff requirements by expertise required to monitor and regulate all phases of CCS life cycle.

2. State role in site selection process and permitting to reduce long-term risk.

3. Specify CCS program responsibilities for regulatory staff and if they differ by type of project.

4. Identify mechanisms to provide private landowner protections. 
5. Identify responsibilities for long-term stewardship, administration of program funds, dispute resolution, etc.

6. Identify mitigation and remediation requirements to be coordinated with financial assurance mechanism.  Ensure State is sufficiently protected.
7. Recommend DEQ’s role regarding long-term stewardship, land use controls, data analysis and tracking and remediation.

8. Recommend State’s role vs. Federal role and coordination model, if applicable.
9. Identify any additional structures (e.g. dispute resolution board) which may improve attractiveness and availability of financial assurance mechanisms. 

The first point of business in the January meeting will be to refine this structure.  If you have a preference for serving on a particular committee, please let Dan Clark know by January 5, 2009.  Dan will flesh out and coordinate the sub-group membership.  Our goal is to have the groups formed before our meeting begins on Jan 7 so we can get straight to work when that meeting convenes.
CARBON SEQUESTRATION MEETING DECEMBER 3, 2008

Sticky Note Inputs
Person #1

1. Language to protect or diffuse landowner’s responsibilities in the case of pore space being sold for CCS.

2. Language to release state responsibility after a clearly defined term.

3. Language to release company from liability after a reasonable length of time post closure.

4. Language to address state, company and pore space owner responsibilities.

5. Language to make the up-front site selection the best it can be to minimize “tail effect”.

Person #2

1. Need for sufficient and adequately trained staff to manage program responsibilities.

2. Need to IDENTIFY and RANK (i.e. assess) risks associated with various stages of CCS.

3. Need to identify potential revenue streams for long-term liability assurance, identify most appropriate.

4. Need to develop appropriate oversight board to administer FA program.

5. Need to identify appropriate financial assurance instruments for the various stages of CCS.

Person #3

1. List and prioritize surety and insurance options available during the three phases of a sequestration project (i.e. injection, transition and long term/”tail”).

2. Recommend to Legislature the liability scenario(s) best suited to Wyoming projects.

3. Recommend to Legislature that they provide resources so DEQ can acquire required expertise.

4. Maintain the current appeal process utilized by DEQ.

5. To appeal a DEQ decision/ruling ---EQC---courts.

6. DEQ should set bond and/or insurance amounts for sequestration projects.

7. WOGCC should set bond amounts for EORI projects.

Person #4

1. Acceptable forms of financial assurance for Geologic Sequestration in WY for each phase:  Pipelines and conveyances (?), siting/construction, active injection, closure/Post closure, long tail port closure; List & provide discussion on:  strengths and weaknesses; phase specific acceptability and likely availability of each.

2. Assignment of the specific parties responsible to provide financial assurance at each of the geologic sequestration phases:  Conveyance/pipelines; siting/construction; active injection; closure/post closure; long tail post closure.

3. Recommendation and details on any financial assurance pools or funds:  funding mechanisms; specification of uses; assigned administration.

4. For each phase of geologic sequestration, provide detailed determination criteria for terminating financial assurance liability for a geologic sequestration site:  time period; stability indicators; other monitoring indicators; other?

5. Assignments of accountabilities and mechanisms for:  assessing required financial assurance levels; Obtaining/maintaining financial assurance instruments; formally releasing financial assurance liabilities; conflict resolution between divisions/agencies.

Person #5

1. Long term monitoring phase will probably need insurance of some type U.S. bonds.

2. Types of sureties that will be accepted.  Need a range to use state forms where applicable.  Construction, operations and/or closure phases.

3. Some type of fee for long term monitoring.  Need good, periodic estimates of costs to cover repairs, etc.

4. Staff requirements by expertise required to monitor and regulate all phases of CO2 project.

Person #6

1.  Develop bonding and financial assurance procedures/methods covering all aspects of CCS within the state of Wyoming.

2. Identify and quantify the risks associated with full cycle CCS.

3. Minimize financial risks from CCS operations for the State of Wyoming

4. Identify mitigation and remediation requirements.


Person #7

1. Types of financial assurances allowed.

2. Amount of bonding required.

3. Length of time bonding required.

4. Who holds the bonds?

5. Conflict resolution procedure.

Person #8

1. A tipping fee system to ensure that funds are available after the post-closure care period.

2. A bonding system based on cost estimates for remediation of any environmental problem to cover state’s expenses in the event a responsible party is not available.  The bond is forgiven at the end of the post-closure care period.

3. A system for allowing different bond requirements during different stages of a carbon sequestrations site life cycle.

4. Guidelines on the elements to be included when calculating a bond amount.

5. A clear statement that the state will only accept responsibility for environmental clean-up under a bond forfeiture scenario.

Person #9

1. Insurance product for:  abatement of violation, subsurface trespass claims, water right conflicts, surface owners claims (public health & property rights), Impacts from induced seismicity

2. Duration of post-closure care period: 10/30/50 years?

3. Surety bond, LOC or financial guarantee (self bond) for closure and reclamation costs and for some period of environmental monitoring.

4. DEQ to have responsibility for long-term stewardship, land-use controls, data analysis and tracking and remediation.

5. Private funded trust fund for liability “tail” with limits on liability.

Person #10

1. Additional support structures which may reduce cost of FA mechanisms.

2. Specific recommendations to fund the public sector trust (e.g. metric, timeframe to begin assessment, adequacy of that collection schedule)
3. Given that at some point private sector liability and private sector FA mechanisms will not be available; when should public sector begin? At a time or a stage in the project?

4. What are the stages of a CCS project? (Can we treat all pre-injection/closure/post-closure stages as one for purposes of FA?)

5. Which FA mechanisms the State should accept at each stage of a CCS project?

Person #11

1. Wyoming law already addresses some of the fundamental issues related to CCS – such as ownership of pore space and the state agency with regulatory authority over CCS. Other issues, such as financial assurance will be addressed in future legislation and rulemaking.  The papers as authored by Lindene Patton have many useful suggestions relating to financial assurance mechanisms for CCS and underground injection.  What suggestions from LPs papers can be usefully incorporated into this group’s recommendation?

2. One of the long-term “fat-tail” risk avoidance measures is to pick geological formations best suited for CO2 storage.  What discretion should be given to the regulatory entity setting appropriate financial assurance to reject sites that are higher risk, and to set appropriate financial assurance requirements based on the proposed geological formation for CCS and other relevant factors?

3. Flexibility in laws and regulations for financial assurance has two aspects: (1) choice between different financial assurance mechanisms and (2) discretion in setting appropriate quantifiable financial assurance levels based on site- and project specific conditions.  How should flexibility be built into choosing and quantifying appropriate financial assurance for a specific site or project? What diversion should the regulatory entity have in setting financial assurance levels?

4. Traditional financial assurances mechanisms include insurance, trust funds, bonding letters of credit, and self insurance.  Trusts seem to have the most flexibility for addressing long-term, post-closure risks and liabilities.  If so, what kind of trust should it be, who should be its trustee, what regulatory authority should the trust have, and how should it be funded, (e.g. tipping fees)? 
Recommendations for Inclusion
1. Language should clearly define the site phases in terms of activities, milestones, and expected duration:
· Permitting/Engineering/Construction

· Operation and Measurement, Monitoring & Verification (MMV)

· Closure 

· Post Closure

· Long Term Stewardship

2. Language should clearly have a point of demarcation of the sequestration facility (i.e. it does not the intent that FA is address issues with capture or transportation). There may be a need to consider the case when the generator, transporter, and the sequestration site operator may be three different entities. 

3. The scope for which Financial Assurances (FA) needs to defined and for different the various phases of the project. Need to define under what circumstances the call on the FA can/or will be made. The purpose for FA should explain what it is to cover/protect from (and what it is not intended to cover); for example, FA may be required for: 

· Well capping and removal of underground piping or safe abandonment/property remediation.

· Protection of water quality

· Land contouring

· Safe removal of any waste pits

· Vent filling

· Costs for continual MMV for __ years

· Project Management 

· Issues involving bodily injury/and ecological damage from chronic low volume releases

1. There are questions on whether FA should cover:

· Induced seismicity

· Ground heave

2. Issues for which FA should probably not be provided:

· Trespass

· Diminution of other mineral rights

· Issues involving bodily injury/ecological damage due to single high volume release

· Penalties associated with the market/avoided cost of any CO2 releases.

3. Need for flexibility on part of Director to define appropriateness of the type and level of FA. There is a need for periodic cost estimates to be performed to true-up FA levels to identify the appropriate level of FA.

4. Language should be provided to address potential federal legislation or FA requirements.

5. Post closure period duration should be defined and can be adjusted on case by case basis with a showing. Post closure period should not be excessively long.

6. As part of the FA due diligence, will there be a responsibility for the operator to show proof of insurance for risks not covered by state FA?

