	Part III.8 - Supplementary Information Sheet for the notification of an evaluation plan 



Member States must use this sheet for the notification of an evaluation plan pursuant to Art. 1(2)(a) of Regulation (EU) No 651/2014
 and in the case of a notified aid scheme subject to an evaluation as provided in the relevant Commission guidelines.

Please refer to the Commission Staff Working Document "Common methodology for State aid evaluation"
 for guidance on the drafting of an evaluation plan.

	1. Identification of the aid scheme to be evaluated


1.1
Title of the aid scheme:

The CCUS Fund: State aid for Carbon Capture and Storage
1.2
Does the evaluation plan concern:

(a) 
a scheme subject to evaluation pursuant to Article 1(2)(a) of Regulation (EU) No 651/2014? 

(b)  FORMCHECKBOX 

a scheme notified to the Commission pursuant to Article 108(3) TFEU?
1.3
Reference of the scheme (to be completed by the Commission):

1.4 
Please list any existing ex-ante evaluations or impact assessments for the aid scheme and ex-post evaluations or studies conducted in the past on predecessors of the aid scheme or on similar schemes. For each of those studies, please provide the following information: (a) a brief description of the study's objectives, methodologies used, results and conclusions, and (b) specific challenges that the evaluations and studies might have faced from a methodological point of view, for example data availability that are relevant for the assessment of the current evaluation plan. If appropriate, please identify relevant areas or topics not covered by previous evaluation plans that should be the subject of the current evaluation. Please provide the summaries of such evaluations and studies in annex and, when available, the internet links to the documents concerned:

This is the first time State aid for carbon capture, transport and storage (CCS) is awarded in Denmark. Consequently, the Danish Energy Agency (hereafter “DEA”) have not conducted any ex-post evaluations or studies in the past on predecessors of the aid scheme or similar schemes.
	2. Objectives of the aid scheme to be evaluated



2.1 
Please provide a description of the aid scheme specifying the needs and problems the scheme intends to address and the intended categories of beneficiaries, for example size, sectors, location, indicative number:
The Danish Climate Act sets a near-term target of reducing Denmark’s total GHG emissions by 70 % by 2030 compared to the 1990 level and sets a long-term target of achieving climate neutrality by 2050 at the latest. With the Danish Climate Agreement for Energy and Industry of 22 June 2020,
 a majority of the Danish Parliament decided that carbon capture and storage (CCS) constitutes an essential element in achieving these climate policy objectives. 
The Danish Parliament’s position on this subject has been shaped by statements from IPCC and the IEA, which concludes that CCS is a necessary component in the global effort to comply with the Paris Climate Agreement’s ambition to limit global temperature rise “well below” 2 degrees Celsius.
 Furthermore, the Commission’s strategic long-term vision depends in part on CO2 removal techniques based on CCS.

The DEA has assessed Denmark’s potential CO2 reductions from CCS to be 4-9 million tonnes in 2030 from capture in the industrial, energy and waste sectors and in biogas plants.
 Furthermore, analyses from Geological Survey of Denmark and Greenland (hereafter “GEUS”) show that the Danish subsoil has a large potential for storing CO2 – up to 500 times the amount of the current total annual Danish CO2 emissions.
 
However, even though CCS is considered an efficient and important tool for achieving Denmark’s CHG reduction targets, there is currently no (commercial) market for CCS, as market operators and/or companies, that may be able to make use of the technology, lack a financial incentive to introduce it. Considering the high cost of developing CCS projects, the price for carbon emission allowances under the EU’s Emissions Trading System (in the following “ETS”) has been too low to incentivize commercial deployment of CCS.
 Government support and public funding is therefore necessary in order to establish a CCS value chain (i.e. capture, transport and storage of CO2).
Against this backdrop, the Danish Climate Agreement for Energy and Industry of 22 June 2020 comprised the establishment of the CCUS Fund of DKK 16 billion. The CCUS Fund is intended to push for a CCS market development and is scheduled for deployment from 2025-2048. 
With the Danish Agreement of a Roadmap for Capture, Transport and Storage of CO2 of 14 December 2021,
 a majority of the Danish parliament decided that the CCUS funds are to be deployed in two phases. The rollout of the second phase remain subject to further political deliberation. This evaluation plan therefore only concerns the first phase of the CCUS-Fund.  
The aid scheme of the first phase of the CCUS-fund is designed to award a total of DKK 8,3 billion to a single beneficiary between 2025-2044 (see section 2.4 for a breakdown of the aid scheme’s annual budget). The beneficiary of the aid scheme will be obliged to ensure CO2 reductions equating to a minimum quantity of 0.4 MTA captured and geologically stored CO2 starting with year 2026 and will be responsible for the establishment and operation of a fully integrated value chain by concluding agreements with necessary sub-contractors, such as transport and storage operators
The DEA will select the aid scheme’s beneficiary after a competitive tender process. At the time of submission of this evaluation plan, three tenderers have been pre-qualified to submit a bid for the tender. The tenderers are located in three distinct sectors, namely the industry, waste-management and energy sectors. The DEA expects to conclude a contract with one of the three tenderers by the end of January 2023.  
2.2 
Please indicate the objectives of the scheme and the expected impact, both at the level of the intended beneficiaries and as far as the objective of common interest is concerned:

All indications show that in the absence of aid, the beneficiary would not engage in CCS activities in due time to contribute to Danish and Union GHG reduction targets for 2030. Consequently, the Danish and Union GHG reduction targets for 2030 and 2050 will be harder to achieve. The aim of the aid scheme is therefore to incentivize and push for a fast market development for CCS in order to enable CCS-reductions that can contribute to national and Union reduction targets for 2030 and 2050. 
In order to achieve this aim, the aid scheme operates with two primary objectives: 1) achieve a reduction of 0,4 MTA CO2 from 2026, and 2) to support the development of a fully integrated CCS value chain. If these objectives are fulfilled, the beneficiary’s CCS-project will demonstrate to other potential CCS market actors that full-scale carbon-capture and storage is viable and constitutes an effective GHG reduction tool, and provide a showcase on how the complex CCS value chain can be established. This will ultimately increase investor confidence in the CCS-technology and help push for the development of a commercial CCS-market. 

1) On the level of the beneficiary, the aid scheme is intended to subsidise the unprofitable
components of the CCS activities, without which the beneficiary would not have an incentive to realise the CO2 reductions. Only the necessary investment and operating costs related to the CCS activities are eligible for support under the CCS aid scheme. Furthermore, the objective of the State aid to incentivize capture and geological sequestration of 0.4 MTA CO2 starting with the year 2026, will contribute to objectives of common interest by supporting the achievement of both Denmark’s and the Union’s GHG reduction targets for both 2030 and 2050. 
2) The second objective of the aid scheme is to support the establishment of a fully integrated CCS value chain. Even though a number of pilot-scale CCS projects are in operation or announced in Denmark, several market actors have identified the lack of an existing CCS value chain and uncertainty regarding the simultaneous establishment of the capture, transport and storage components of the value chain as a fundamental impediment to the development of a commercial CCS market.
This investor uncertainty stems from the fact that a “chicken or egg“-paradox is impeding the development of the nascent CCS-market: companies, that may be able to make use of carbon capture technology, base their decision to invest in a high-risk and capital-intensive carbon capture plant in part on their confidence in being able to geologically sequester the captured CO2. Naturally, this requires that full-scale CO2 transport and storage facilities will materialize in the future. Without these components of the value chain, the carbon capturer cannot geologically sequester its captured CO2 and not gain any income from e.g. the sale of ETS-allowances. This will render the carbon capture project’s business plan unprofitable. On the other hand, potential CO2 transport and storage providers remain reluctant to develop full-scale projects until they see a demand materializing, i.e. until they see companies investing in full-scale CO2 capture plants. 
To further strengthen the push for a market development for CCS, the aid scheme employs three secondary objectives, which are part of the Danish government’s overall strategic vision for CCS: 
3) A number of Denmark’s neighbour states find it unfeasible to geologically sequester CO2 for political and/or geological reasons, but still maintain ambitions to use carbon capture as a means to reduce their national GHG emissions. Consequently, they need to export their captured CO2 for storage. Analysis from GEUS estimates that potentially up to 500 times the amount of the current total annual Danish CO2 emissions can be stored in the Danish subsoil. This surplus storage capacity therefore represents an opportunity for Denmark to establish itself as a European hub for CO2-storage if the CCS-market is developed. 
4) As the CCS market develops in Denmark, it is a political ambition that CO2 storage can support regional job-creation in e.g. the Danish oil and gas industry. Underpinned by broad political support, the Danish Parliament passed an agreement in 2020 to stop all oil and gas extraction in the Danish part of the North Sea by 2050 and cancel all future tenders on new oil and gas permits.
 However, the loss of jobs in the oil and gas industry that will result from the gradual decrease in oil and gas activities toward 2050 can be compensated by the creation of new jobs in a CO2 storage industry as many of the same competences and skill-sets are required. 
5) Denmark is committed to supporting the research and development of new and innovative technologies related to the green transition, including CCS. The achievement of the aid scheme’s primary objectives may support this effort, since researchers will become able to collect data and conduct research on full-scale CCS operations. This will strengthen the conditions for accelerating research and developments of new CCS technologies and methods. Furthermore, the aid scheme obligates the beneficiary to compile knowledge sharing reports, detailing e.g. key learnings in relation to establishment and technical operations of the CCS activities. The reports will be shared with the CCS community and the public on a regular basis. 
	
	Primary objectives

	1
	Achieve a reduction of 0,4 MTA of CO2 from 2026

	2
	Support the development of a CCS value chain 

	
	Secondary objectives

	3
	Support policy on turning Denmark into a European hub for CO2-storage 

	4
	Support policy on creating local jobs in order to prevent the green transition from exacerbating regional disparities 

	5
	Support policy on increased R&D effort in relation to CCS-technologies. 


Source: Overview of the total strategic effort to develop CCS activities (Danish)
2.3 
Please indicate possible negative effects, on the aid beneficiaries or on the wider economy, that might be directly or indirectly associated with the aid scheme:

A CCS project of the scale envisioned in this aid scheme involves managing a number of high-risk activities that may have a negative effect on the beneficiary’s overall financial performance.
The transportation and storage of large quantities of CO2 are a novel field that may find itself subject to unforeseen technical or environmental issues. These potential issues could result in postponement of the operations and negatively affect the ability of the beneficiary to secure geological storage of CO2 from 2026. Such a scenario will deactivate CCUS Fund disbursements and could negatively affect the economic feasibility of the beneficiary’s CCS project and damage the beneficiary’s overall financial performance. Furthermore, the control of the transportation and storage operations, and consequently the risks associated with these activities, will not be managed by the beneficiary but by the sub-contracted transportation and storage providers. The beneficiary’s lack of control and risk management of these operation serves to increase the CCS project’s risk profile borne by the beneficiary.  
Furthermore, the construction of full-scale carbon capture plant with the ability to capture at least 0,4 MTA CO2 also constitutes a novel and highly complex endeavour. It is the nature of such operations that they risk suffering from unforeseen technical issues. If the beneficiary’s capture plant is hit by critical technical issues, the beneficiary risks that its capture plant will entail a significantly higher CAPEX than anticipated in the beneficiary’s final offer in the tender. It may also result in a postponement of the plant’s operational commencement date, leading to deactivation of CCUS Fund disbursements. This may challenge the economic feasibility of the CCS project and affect the beneficiary’s overall financial performance negatively.  

Lastly, the DEA acknowledges that a first mover advantage is an inherited feature

of State aid to the first CCS project and that there is a risk of distorting competition. However, with the limits to profitability, which are built into the scheme (see section 2.5.), and the monitoring of production costs (see e.g. section 6.1), the DEA considers that the negative effects on competition are limited.
2.4
Please indicate (a) the annual budget planned under the scheme, (b) the intended duration of the scheme
, (c) the aid instrument or instruments and (d) the eligible costs:

(a) The annual budget planned under the scheme

The first phase of the CCUS fund will disburse up to 8,3 billion DKK including VAT with annual disbursements distributed over 20 years. From 2025 to 2044, the annual disbursements will amount to a maximum of 406 million DKK. In the aid scheme’s final year of 2045, the disbursement amounts to a maximum of 180 million DKK. 
(b) The intended duration of the scheme

The contract with the DEA will run for 20 years with payments starting in 2025.

(c)  The aid instrument or instruments

The aid is composed of public funds. The aid amount is calculated on the basis of the settlement rate per ton CO2 which has as its starting point the level of aid determined by the beneficiary’s final offer in the tender. The disbursement of the aid will be contingent on the geological sequestration of a minimum of 0.4 MTA CO2 from 2026.
 The CO2 sequestration must qualify as emission reductions in the Danish National Greenhouse Gas inventory report, as described in the Danish Climate Act. Furthermore, the beneficiary shall document the quantity of stored CO2 and that the storage complies with the applicable rules, including the requirements of Directive 2009/31/EC (EU’s CCS Directive). Finally, the beneficiary is made responsible for the establishment and operation of one fully integrated value chain, including agreements with relevant sub-contractors, such as transport and storage operators.
(d) Eligible costs

Operational costs, as well as costs related to depreciation of beneficiary’s investments made in the capture-plant, will be eligible for CCUS-Fund disbursement.  The State aid will also be eligible to cover costs related to transport and storage of the captured CO2 

2.5 
Please provide a summary of the eligibility criteria and the methods for selecting the aid beneficiaries. In particular, please describe the following: (a) the methods used for selecting beneficiaries (e.g. such as scoring), (b) the indicative budget available for each group of beneficiaries, (c) the likelihood of the budget being exhausted for certain groups of beneficiaries, (d) the scoring rules, if they are used in the scheme, (e) the aid intensity thresholds and (f) the criteria the authority granting the aid will take into account when assessing applications:

(a) The methods used for selecting beneficiaries

The competitive tender process started with a prequalification of candidates based on financial and technical criteria. The 12th August, the DEA announced the pre-qualification of three tenderers.  

After the submission of the pre-qualified tenderers initial offers, the negotiation procedure will take place. The tenderers have the possibility to adjust and optimise their offer in accordance with e.g., the award criteria, potentially through one or more rounds of negotiation. At the same time, the tenderers may propose that the DEA adjusts and optimises the specified contract requirements. Once the negotiation round(s) are finished, the prequalified candidates will submit their best and final offer (BAFO). 

(b) The indicative budget available for each group of beneficiaries
The scheme does not operate with different groups of beneficiaries, as only one contract will be issued in this first phase. 

(c) The likelihood of the budget being exhausted for certain groups of beneficiaries,

The scheme does not operate with different groups of beneficiaries, as only one contract will be issued in this first phase. 
(d) The scoring rules, if they are used in the scheme

The DEA will award the contract, after evaluating bids on the basis of the criterion of best price-quality ratio. For the evaluation of which bid offers the best price-quality ratio, the DEA expects to apply the following sub-criteria where the sub-criteria “aid level per tonne captured”, and “stored CO2 required” will be given the most significant weight in the evaluation

· The necessary aid level weighs 60%

· The project maturity weighs 20% 

· Ramp-up quantity
 weighs 10%

· Additional quantity
 weighs 10%

(e) The aid intensity thresholds 

The aid amount is calculated on the basis of the settlement rate per ton CO2 which has as its starting point the level of aid determined by the beneficiary’s final offer in the tender. A number of framework conditions may change to the benefit of the aid beneficiary over time, which could potentially entail overcompensation. Accordingly, the contract will include a mechanism, which will mitigate the risk of overcompensation by reducing the level of aid in a given year based on the reduction of costs. The level of aid is calculated each December prior to a year of operation and will be adjusted according to the following components comprised in a contract for difference (CfD) mechanism:

· The aid is based on the proposed rate from the beneficiary’s BAFO adjusted for inflation

· The aid is adjusted for EUA quota price development based on the EUA forward price on the last trading day and the proportion of stored CO2 subject to the ETS quota system

· Further, the aid is adjusted to compensate for savings from the CCS activity due to new CO2 taxes

At the same time, the mechanism seeks to ensure that the operator is incentivised to explore the benefits of changed framework conditions to reduce the costs and to pursue new income streams. Also, the intention is to avoid adjustment in the case of minor cost fluctuations. This means that in a situation where, for instance, the costs of offshore transport and storage are reduced by less than 10 % in a given year, the DEA will not reduce the level of aid in a subsequent year on that basis. 

(f) The criteria the authority granting the aid will take into account when assessing applications

See points 2.5 (a) and 2.5 (d)
2.6
Please mention specific constraints or risks that might affect the implementation of the scheme, its expected impacts and the achievement of its objectives:
The main risk to the implementation of the scheme lies in the complex task of the beneficiary to coordinate the integration and simultaneous operation for the three components of a CCS value chain. The biggest risk in this regard, is that no potential storage providers manages to develop a full-scale CO2 storage facility in due time to process the beneficiary’s captured CO2 in 2026. 
Furthermore, since a full-scale CCS project is a first-of-a-kind in Denmark, the project uncertainties related to potential technical and environmental issues are higher than would normally be encountered in well-rehearsed projects and may affect the implementation of the aid scheme. 
Some potential beneficiaries have also stated that their ambitions to store their captured CO2 constitutes an intermittent stage of their CO2 business strategy. In the future they could consider switching to utilisation of CO2 if/when a CCU industry develops. In order to address this issue, an exit clause has been built into the scheme allowing the beneficiary to leave the scheme after eight years with due notice to the DEA. 
	3. Evaluation questions


3.1 
Please indicate the specific questions that the evaluation should address by providing quantitative evidence of the impact of aid. Please distinguish between (a) questions related to the direct impact of the aid on the beneficiaries, (b) questions related to the indirect impacts and (c) questions related to the proportionality and appropriateness of the aid. Please explain how the evaluation questions relate to the objectives of the scheme:

(a) Questions related to the direct impact of the aid on the beneficiaries
· To what extent has the aid incentivized the beneficiary’s plans to pursue a CCS-project? (incentive effect)
· To what extent has the aid been effective in supporting the geological sequestration of 0,4 MTA CO2 from 2026? (objective 1)

· How successful has the aid scheme been in supporting the establishment of an integrated CCS-value chain by 2026? (objective 2)
· To what extent has the aid affected the financial performance of the beneficiary? (possible negative effects on the aid beneficiary)
· To what extent has the CCUS Fund supported value chain had a positive impact on the development of a CCS market? (The aim of the aid scheme to push for a CCS market development)
(b) Questions related to the indirect impacts

· To what extent has the State aid supported the government policy of turning Denmark into a European hub for CO2 storage by eliminating regulatory barriers impeding transport and storage of CO2, and establishing international and bilateral agreements with countries related to the import of CO2 by 2030? (objective 3)
· To what extent has the State aid supported government policy of regional job creation by transitioning jobs from the oil and gas industry to new green jobs in the CCS industry by 2030? (objective 4)
· To what extent has the State aid supported government policy on increased R&D effort of new and innovative technologies related to CCS by funding a project that has catalysed future research projects by 2030? (objective 5)
(c) Questions related to the proportionality and appropriateness of the aid
· Did the aid scheme prevent overcompensation of the beneficiary?
· To what extent has the aid scheme affected the beneficiary’s incentive to optimize costs and earnings?
· Did the aid scheme allow for appropriate competition in the tender process?
· Could the CCS value chain have been established with less aid or a different type of measure?
	4. Result indicators


4.1
Please use the following table to describe which indicators will be built to measure outcomes of the scheme, as well as the relevant control variables, including the sources of data, and how each result indicator corresponds to the evaluation questions. In particular, please mention (a) the relevant evaluation question, (b) the indicator, (c) the source of data, (d) the frequency of collection of data (for example, annual, monthly, etc.), (e) the level at which the data is collected (for example, firm level, establishment level, regional level, etc.), (f) the population covered in the data source (for example, aid beneficiaries, non-beneficiaries, all firms, etc.):
	Evaluation question
	Indicator
	Source
	Frequency
	Level
	Population

	Direct effects

	Has the aid incentivized the beneficiary’s plans to pursue a CCS-project? 
	Comparison between outcomes for beneficiary and control group
 
	Evaluation body
	In 2030
	Firm level
	Beneficiary and control group

	To what extent has the aid been effective in supporting the geological sequestration of 0,4 MTA CO2 from 2026? 
	Report on Delivered Quantity

	Beneficiary
	Annually
	Firm level
	Beneficiary

	How successful has the aid scheme been in supporting the establishment of an integrated CCS-value chain by 2026?
	Milestone plan report

Amount of State aid financing the costs of CO2 transportation and storage
	Beneficiary
Beneficiary

	Quarterly
Annually
	Firm level

Firm level
	Beneficiary
Beneficiary

	To what extent has the aid affected the financial performance of the beneficiary?
	Business Plan

Audited Annual Financial
 Report
	Beneficiary
Beneficiary
	After contract signing
Annually
	Firm level
Firm level
	Beneficiary
Beneficiary

	To what extent has the CCUS Fund supported value chain had a positive impact on the development of a CCS market?
	Extent to which beneficiary’s sub-contracted transport and storage providers has been utilized by other carbon capture agents
	Evaluation body
	In 2030
	Firm level
	Beneficiary’s sub-contracted transport and storage providers

Danish and Union carbon capture agents

	Indirect effects

	To what extent has the State aid supported the government policy of turning Denmark into a European hub for CO2 storage by eliminating regulatory barriers impeding transport and storage of CO2, and establishing international and bilateral agreements with countries related to the import of CO2 by 2030? 
	Amount of tonnes of Danish import of CO2 for geological sequestration 


Number of international and bilateral agreements related to the import of CO2 between Denmark and other countries (baseline 2022, i.e. year of the publication of the CCS Fund tender)
	Evaluation body

Evaluation body


	In 2030

In 2030
	National level

(Inter)national level
	Danish CO2 storage providers

Country Level

	To what extent has the State aid supported government policy of regional job creation by transitioning jobs from the oil and gas industry to new green jobs in the CCS industry by 2030?
	The proportion of jobs that have been converted from the oil and gas industry to new green jobs within the capture, storage and use of CO2 (baseline 2023, i.e. year of contract award)
	Evaluation body /Ministry of Employment
	In 2030
	National level
	Danish CO2 transport and storage providers

	To what extent has the State aid supported government policy on increased R&D effort of new and innovative technologies related to CCS by funding a project that has catalysed future research projects by 2030? 
	
The number of research publications, academic articles, projects, and/or reports that reference or cite or are directly based on the project of the winning CCUS Fund bid
	Evaluation body /Ministry of Higher Education and Science

Beneficiary
	In 2030

In 2030
	National level

National
	Commercial CCS actors  

Research Institutions and Universities

	Proportionality and effect

	Did the aid scheme prevent overcompensation of the beneficiary?
	Audited Annual Financial Report
	Beneficiary
	Annually
	Firm level
	Beneficiary

	To what extent has the aid scheme affected the beneficiary’s incentive to optimize costs and earnings? 
	Adjustments in aid intensity due to new income streams and/or reduced costs
	Beneficiary
	Annually 
	Firm Level
	Beneficiary

	Did the aid scheme allow for appropriate competition in the tender process?
	Amount of BAFO submissions in the tender
	DEA
	After conclusion of tender
	Firm level
	Pre-qualified Tenderers

	Could the CCS value chain have been established with less aid or a different type of measure?
	State aid intensity and frequency of disbursement

Comparison of aid intensity and/or measure with other EU Member States’ CCS aid schemes
	DEA

Evaluation body
	Annually

In 2030
	Firm Level

International level
	Beneficiary

EU Member States with CCS aid schemes


Please explain why the chosen indicators are the most relevant for measuring the expected impact of the scheme:

The DEA has selected the indicators based on their suitability and reliability in terms of providing data that can shed light on the evaluation questions and of their ability to provide quantitative information. Combined, The DEA finds that the chosen indicators provide a solid basis for an evaluation of the effectiveness of the scheme.
	5. Envisaged methods to conduct the evaluation


5.1

In light of the evaluation questions, please describe the envisaged methods to be used in the evaluation to identify the causal impact of the aid on the beneficiaries and to assess other indirect impacts. In particular, please explain the reasons for choosing those methods and for rejecting other methods (for example, reasons related to the design of the scheme):

Final report (by 30.09.2024)
:

The final report will contain an analysis of the efficiency and effectiveness of the tendering process and an early assessment of the suitability of the methodologies proposed for the overall evaluation.
Additional reports (additional report 1 by 2031 and additional report 2 by 2046):

Direct impact
To identify the State aid’s causal impact in terms of its incentive effect, the behavior of the beneficiary will be compared to a control group (see section 5.2 for description) that will not receive State aid in order to construct a counterfactual (SWD (2014)179 final of 28.5.2014: p. 18). 
The causal impact is defined as the difference between the outcome with the aid and the outcome in the absence of aid. To reiterate the main problem that the scheme intends to address (as described in section 2.1 & 2.2), all indications show that in the absence of aid, no potential carbon capture agent
 would decide to engage in CCS activities in due time to contribute to Danish and Union GHG reduction targets for 2030 because of a lack of financial incentive to do so. Within the context of this aid scheme, the DEA has therefore operationalized a dichotomous outcome: 
· Outcome 1 constitutes an outcome where a potential carbon capture agent has decided to invest in a full-scale CCS project with a planned commencement of operations before 2030.
· Outcome 2 constitutes an outcome where potential carbon capture agent has decided not to invest in a full-scale CCS project with a planned commencement of operations before 2030. 

The ex-ante causal expectation that the beneficiary would not have carried out CCS activities without State aid will thus find support in the event that companies from the control group decides not to invest in a full-scale CCS project with a planned date for commencement of operations before 2030, while the beneficiary does.  
The task of identifying the State aid’s causal impact on the establishment of a CCS value chain cannot be approached in the same manner however. Since the objective of the aid scheme is to establish the first CCS value chain with Danish-based carbon capture agents, there are no natural control group in existence to construct a counterfactual. The establishment of a CCS value chain is, however, contingent upon the establishment of an operational full-scale carbon capture plant in order to break the “chicken or egg”-deadlock (as described in section 2.2). As such, the aid’s causal impact on the establishment of a CCS value chain can be gauged indirectly by the (non-)confirmation of the State aid’s causal impact on the beneficiary’s decision to invest in a CCS project. 

Furthermore, to supplement this measurement-by-proxy, the indicators listed in section 4.1 will give an assessment of how successful the implementation of a value chain by 2026 has been, and whether State aid has been used to cover costs related to CO2 transport and storage. 
Indirect impact
As the evaluation questions are considering the aid’s indirect impact on three Danish policy objectives, the DEA finds the approach of using a control group to construct a counterfactual unsuitable. The DEA has instead chosen a method of temporal comparison for gauging the aid’s indirect impact. As such, the outcome in 2030 for the relevant indicators is compared to the outcome of a baseline year that is set to either 2022, i.e. the year of the publication of the CCUS Fund tender or 2023, i.e. the year the CCUS Fund contract was awarded.

The DEA is aware that estimating the aid’s indirect impacts using this approach and the indicators listed in section 4.1 will not enable robust conclusions concerning causality. Since the impact of the aid will only happen indirectly, other variables may exert the primary causal impact on the various outcomes. However, as described in section 2.2., there are theoretically sound reasons for why the aid should exert a positive influence on the policy objectives. In the eyes of the DEA, this makes it valid to attribute some degree of the temporal variance in the outcome to this aid scheme. 
To strengthen the reliability and validity of the conclusions concerning indirect impacts, theory-based impact evaluation methods could supplement the temporal comparisons. An assessment of the relative advantage and the possibility of using such methodologies will be included in the interim report (additional report 1) expected by 2031.

5.2

Please describe precisely the identification strategy for the evaluation of the causal impact of the aid and the assumptions on which the strategy relies. Please describe in detail the composition and the significance of the control group:
The control group will consist of the two prequalified-tenderers who will not win the tender. The DEA estimates the quality of this control group to be high due to the following factors:

· The three pre-qualified tenderers are all emitting at least 0.4 MTA CO2 
· The only technologically feasible way for the tenderers to reduce their CO2 emission is either by using CCS or by reducing their economic activity

· Through their participation in the tender, the tenderers have shown an interest in and plans for using CCS to reduce their CO2 emissions

· The DEA has in relation to the pre-qualification process concluded that the tenderers all have the technical and financial capacity to undertake a high-risk and capital-intensive CCS project 

The underlying assumption of the methodological approach described in section 5.1 is that differences found between the beneficiary and the control group are stable over time and that both groups are affected identically by common shocks during the period (SWD(2014)179 final of 28.5.2014: p. 22). 
Since the pre-qualified tenderers are located in different economic sectors, the DEA has considered whether this assumption is valid. While the intrinsic differences due to the tenderers embeddedness in three different economic sectors are expected to be stable over time, the DEA has found that external shocks stemming from significant fluctuations in the ETS price may affect the tenderers in different ways, since the fossil fraction of the CO2 gases they are emitting varies from a 100% to 0%. An increase in the ETS price may therefore hypothetically account for a change in a variable that could affect the control group’s incentive to pursue a full-scale CCS project. 

The DEA has in connection with its State aid pre-notification
 conducted a counter factual analysis, estimating the NPV of the three tenderers’ hypothetical CCS projects in a scenario where the project incomes will be limited to avoided or surplus ETS-quotas (i.e. no State aid is provided) under the assumption of a baseline ETS price forecast. 
The DEA finds that NPVs are negative in all three cases, denoting a non-profitable business-case of a full-scale investment in CCS. However, the analysis also indicates that in the event of an extreme development in quota prices,
 the CCS business case might become positive for the tenderer with 100% fossil CO2 emissions. Nevertheless, the DEA deems it very unlikely that the extreme development in quota prices needed to activate a positive NPV of a full-scale CCS project will occur before 2030. 
In total, for the reasons stated above, the DEA concludes that the chosen methodological approach chosen is suitable and can provide valid results.   

5.3

Please explain how the envisaged methods address potential selection bias. Can it be claimed with sufficient certainty that observed differences in the outcomes for the aid beneficiaries are due to the aid?
The envisaged method counters potential selection bias by not including in the control group all firms in the industrial, energy and waste sectors that could potentially benefit from CCS to reduce their CO2 emissions. The vast majority of this firm-population did not submit a pre-qualification application for the CCUS Fund tender. This implies that they are either not interested in the use of CCS to reduce their CO2 emissions, or they do not (yet) possess the financial and technical capabilities needed to have developed short term plans for the implementation of CCS. The inclusion of this pool of non-applicants would therefore bias the control group towards the outcome of not investing in a CCS project before 2030. 

Instead the envisaged method is in alignment with Commissions guideline to only use rejected applicants in the evaluation in order to avoid the selection bias (SWD(2014)179 final of 28.5.2014: p. 32).
5.4

If relevant, please explain how the envisaged methods intend to address specific challenges related to complex schemes, for example schemes that are implemented in a differentiated manner at regional level and schemes that use several aid instruments:
The project will not be implemented in a differentiated manner at the regional level. 

 The project will not use several aid instruments.
	6. Data collection 


6.1
Please provide information on the mechanisms and sources for collecting and processing data about the aid beneficiaries and about the envisaged counterfactual.
 Please provide a description of all the relevant information that relates to the selection phase: data collected on aid applicants, data submitted by applicants and selection outcomes. Please also explain any potential issue as regards data availability:

Sources for collecting and processing data about the aid beneficiaries

The beneficiary will be contractually obligated to provide the DEA with regular reports containing data pertaining to the pre-construction, construction and operation & maintenance phase.
 Of concern for this evaluation plan, the beneficiary’s deliverables constitute: 
1) A Report on Delivered Quantity. The report will provide data on the exact quantities of stored CO2 and describe how the CO2 quantity stored is accurately measured. This deliverable constitutes an indicator for the evaluation question concerning how effective the aid is in supporting the geological sequestration of 0,4 MTA CO2 from 2026. The report will be updated annually until the end of the contract period. The first report will be made once the project enters the operation & maintenance phase. 

2) A Milestone Plan Report. The report will describe the status, performance, and control of the activities contributing directly or indirectly to the progress and success of the beneficiary’s CCS project, including sub-contractors’ transport and storage activities. This deliverable constitutes an indicator for the evaluation question concerning whether the aid has supported the establishment of a CCS-value chain. The report will be submitted to the DEA quarterly during the project’s pre-construction and construction phase.  
3) An Audited Annual Financial Report of CCS Activities. The report will contain an overview of earnings, e.g. relating to savings from avoided or surplus EUA and/or savings from avoided CO2 taxes and energy taxes, and costs, e.g. relating to onshore logistics and intermediate and offshore transport and permanent storage. This deliverable constitutes an indicator for the two evaluation questions concerning how the aid has affected the financial performance of the beneficiary and whether the aid scheme has successfully prevented overcompensation of the beneficiary. The beneficiary will submit the first financial reports 30 days after contract signing, i.e., 2023, and then annually submit a new report until 1 year after end of contract. 
4) A Business Plan. The plan will describe and substantiate the economic feasibility of the project providing a detailed overview of the expected investments, operating expenses, and revenue streams. In total, this will provide data on the beneficiary’s CCS project’s viability, i.e., return of enough revenue to meet its financial obligations. In combination with the Audited Annual Financial Report of CCS Activities, this deliverable constitutes an indicator for the evaluation question concerning whether the aid has affected the financial performance of the beneficiary. The beneficiary will submit the plan 30 days after contract signing. 
Sources for collecting and processing data about the about the envisaged counterfactual

The evaluation body will collect the control group data needed for the assessment of the causal impact of the State aid. The DEA has not identified any issues regarding the availability of the required data. 
The DEA will use suitable channels to collect the country data needed for answering the question of whether the CCS value chain could have been established with less aid or a different type of measure.
6.2
Please provide information on the frequency of the data collection relevant for the evaluation. Are observations available on a sufficiently disaggregated level, that is to say at the level of individual undertakings?
The frequency of data collection is indicated in section 4.1. and 6.1. The data will be 

available at the level of individual undertakings (firm level).  
6.3
Please indicate whether the access to the necessary data for conducting the evaluation might be hindered by laws and regulations governing confidentiality of data and how those issues would be addressed. Please mention other possible challenges related to data collection and how they would be overcome:
The beneficiary will be contractually obligated to supply the DEA with the required data.

Access to the data will therefore not be hindered by laws and regulations governing confidentiality of data. Furthermore, the DEA will take the necessary steps in ensuring that processing of any personal data in relation to data collection from the beneficiary will be in accordance with the General Data Protection Regulation. 

Concerning the indicator number of commercial contracts between Danish storage providers and Danish/Union carbon capturers data collection may be hindered by a restriction on the evaluation body’s access to potential commercial contracts between storage and capture agents. Nevertheless, the DEA expects that carbon capturers publicly disclose the signing of commercial contracts of this nature and consequently the data will be available for this evaluation plan’s data collection. 
6.4
Please indicate whether surveys of aid beneficiaries or of other undertakings are foreseen and whether complementary sources of information are intended to be used:
Surveys of the aid beneficiary are not part of the envisaged data collection. Instead, the DEA plans to hold quarterly and annual meetings with the beneficiary before and after the signing of contract. The scope of the quarterly meetings is to monitor the operation of the beneficiary’s CCS activities, including the activities of sub-contracted transport and storage providers. The scope of the annual meetings is to review all yearly activities and to monitor that the contract is performing as required. 
	7. Proposed timeline of the evaluation


7.1
Please indicate the proposed timeline of the evaluation, including milestones for data collection, interim reports and involvement of stakeholders. If relevant, please provide an annex detailing the proposed timeline:

Due to the long duration of this aid scheme, the DEA plans to submit two additional evaluation reports, one in 2031 and one after the end of contract in 2046 (see section 7.2. for planned submission dates).  

The DEA’s selection of submission dates is based on the planned frequency of data collection and concomitant analysis. As indicated in section 4.1., part of the envisaged data collection and concomitant analysis is planned to take place in 2030, while other data are collected on an annual basis until end of contract.
The planned milestones for data collection are:
	Milestones
	Data

	After the conclusion of the tender (January 2023)


	· Amount of BAFO submissions in the tender

	30 days after contract signing (February/March 2023) 


	· Business Plan

	30.09.2024

	· Final report (analysis of the efficiency and effectiveness of the tendering process, early assessment on the validity of the methodology for the impact evaluation; if needed, amended/consolidated evaluation plan as annex)

	Quarterly basis during the project’s pre-construction and construction phase (2023-2026)
	· Milestone plan report

	Annual basis beginning after 30 days after contract signing and until 1 year after end of contract (2023-2046)

	· Audited Annual Financial Report

	Annually after the project enters the 

operation & maintenance phase and until end of contract (2025-2045)

	· Report on Delivered Quantity

· Adjustments in aid intensity due to new income streams and/or reduced costs
· State aid intensity and frequency of disbursement

	In 2030


	· Comparison between outcomes for beneficiary and control group

· Extent to which beneficiary’s sub-contracted transport and storage providers has been utilized by other carbon capture agents 

· Amount of tonnes of Danish import of CO2 for geological sequestration

· Number of international and bilateral agreements related to the import of CO2 between Denmark and other countries (baseline 2022)

· The proportion of jobs that have been converted from the oil and gas industry to new green jobs within the capture, storage and use of CO2 (baseline 2023, i.e. year of contract award)

· The number of research publications, academic articles, projects, and/or reports that reference or cite or are directly based on the project of the winning CCUS Fund bid

· Comparison of aid intensity and/or measure with other EU Member States’ CCS aid schemes
· 
· 
· 
· 
· 

	01.03.2031
	· First additional report

	In 2045
	· Extent to which beneficiary’s sub-contracted transport and storage providers has been utilized by other carbon capture agents

	01.09.2046
	· Second additional report


7.2

Please indicate the date by which the final evaluation report will be submitted to the Commission:
The final report will be submitted no later than September 30 2024.

The first additional evaluation report will be submitted no later than March 1 2031. 

The second additional evaluation report will be submitted no later than September 1 2046
7.3
Please mention factors that might affect the envisaged timeline:
The aid scheme is based on a broad political agreement in the Danish Parliament, which is part of ensuring stability of the aid scheme and the envisaged timeline.

However, changes in the budgets, a new political reality and/or a new government are all factors that can affect the envisaged timeline.

	8. The body conducting the evaluation


8.1

Please provide specific information on the body conducting the evaluation or, if not yet selected, on the timeline, procedure and criteria for its selection:

The DEA plans to use an external and independent body for making the evaluation. This could for example be an external private consulting company with experience regarding the CCS industry. The DEA will select an external body in time to compile the final report in 2024.
8.2

Please provide information on the independence of the body conducting the evaluation and on how possible conflict of interest will be excluded during the selection process:
In selecting a body to conduct the evaluation, DEA will use a competitive tender   procedure based on pre-defined criteria that will ensure independence and avoid conflict of interest. 

8.3

Please indicate the relevant experience and skills of the body conducting the
evaluation or how those skills will be ensured during the selection process:
The criteria in the competitive tender(s) will ensure that the external evaluation body is independent and equipped with the relevant expertise. The tender will positively evaluate the following skillset and experience: 1) the ability to be rigorous, impartial and transparent, 2) experience in building evaluation models, 3) experience with external quality assessment and 4) experience with theory-based impact evaluation methods.
8.4
Please indicate which arrangements the granting authority will make to manage and monitor the conduct of the evaluation:
DEA will be responsible for managing the evaluation.

8.5

Please provide information, even if only of an indicative nature, on the necessary human and financial resources that will be made available for carrying out the evaluation:
DEA plans to use an external body for making the evaluation, which will likely require financial resources for this purpose. 
	9. Publicity of the evaluation


9.1

Please provide information on the way the evaluation will be made public, that is to say, through the publication of the evaluation plan and the final evaluation report on a website:

The evaluation report will be published on DEA’s webpage: https://ens.dk/en and will be shared with the Danish Parliament. Likewise, this evaluation plan will also be published online on DEA’s webpage.
However, the DEA notes that information, which pursuant to the Danish Freedom of Information Act are exempt from the public’s right to document access, will be excluded from the public version of the evaluation report. This may e.g. be sensitive business information where confidentiality is of significant financial importance for the beneficiary.  
Nevertheless, the DEA acknowledges that confidentiality of this information does not extend to the results of the evaluation, which will be disclosed in full to the public. 
9.2

Please indicate how the involvement of stakeholders will be ensured. Please indicate whether the organisation of public consultations or events related to the evaluation is envisaged:

The beneficiary will be responsible for arranging regular external engagement meetings. The scope of these meetings is to present and discuss the knowledge sharing summary report and to review stakeholder inquires. The meetings will be held bi-annually before and after signing of contract and until 2030. 
9.3

Please specify how the evaluation results are intended to be used by the granting authority and other bodies, for example for the design of successors of the scheme or for similar schemes:

The DEA expects that the evaluation results, which will be available after the contract signing and during the pre-construction and construction phase, will be valuable inputs to the process of designing phase two of the CCUS-Fund.   
Findings made in the evaluation report will be used to enhance potential future State aid schemes both in relation to CCS, but also in other areas of new green technologies. 

9.4

Please indicate whether and under which conditions data collected for the purpose or used for the evaluation will be made accessible for further studies and analysis:

The aid scheme obligates the beneficiary to compile knowledge sharing reports, detailing inter alia key learnings in relation to establishment and technical operations of the CCS activities. The reports will be shared with the CCS community and the public on a regular basis.
9.5

Please indicate whether the evaluation plan contains confidential information that should not be disclosed by the Commission:
The DEA notes that information and data, which pursuant to the Danish Freedom of Information Act are exempt from the public’s right to document access, will be excluded from the public version of the evaluation report. This may e.g. be sensitive business information where confidentiality is of significant financial importance for the beneficiary.  
	10. Other information


10.1
Please indicate here any other information you consider relevant for the assessment of the evaluation plan:

10.2 
Please list all documents attached to the notification and provide paper copies or direct internet links to the documents concerned:

Box 1: CCS-value chain explained





The process of geological carbon sequestration begins with the capture of CO2 at a stationary point source, using a carbon capture plant. The captured CO2 is then transported to a storage facility where it will be injected into the subsoil. The successful implementation of an interlinked operation between these three components, i.e. capture, transport and storage-injection, constitutes an integrated CCS-value chain. 





An integrated CCS value chain can be configured in different ways depending on type of storage (offshore, nearshore and onshore) and type of transportation (truck, pipeline and ship) used in the process of sequestering the captured CO2 in the subsoil. 











�	Commission Regulation (EU) No 651/2014 of 17 June 2014 declaring certain categories of aid compatible with the internal market in application of Articles 107 and 108 of the Treaty (OJ L 187, 26.6.2014, p. 1).


�	SWD(2014)179 final of 28.5.2014.


�	Beyond providing a general description of the objectives and eligibility rules of the scheme, the aim of this section is to assess how the eligibility and exclusion rules of the scheme may be used to identify the effect of aid. In some cases, the precise eligibility rules may not be known in advance. In those cases the best available expectations should be provided.


� 	(note by the DEA) � HYPERLINK "https://kefm.dk/Media/C/B/faktaark-klimaaftale%20(English%20august%2014).pdf" ��Danish Climate Agreement for Energy and Industry 2020 – Overview�


� 	(note by the DEA) � HYPERLINK "https://www.ipcc.ch/site/assets/uploads/sites/2/2019/06/SR15_Full_Report_High_Res.pdf" ��IPCC, 2018: Global Warming of 1.5°C.An IPCC Special Report on the impacts of global warming of 1.5°C above pre-industrial levels and related global greenhouse gas emission pathways, in the context of strengthening the global response to the threat of climate change, sustainable development, and efforts to eradicate poverty� ; � HYPERLINK "https://iea.blob.core.windows.net/assets/181b48b4-323f-454d-96fb-0bb1889d96a9/CCUS_in_clean_energy_transitions.pdf" ��IEA 2020: Special Report on Carbon Capture Utilisation and Storage - CCUS in clean energy transitions�


� 	(note by the DEA) � HYPERLINK "https://ec.europa.eu/clima/eu-action/climate-strategies-targets/2050-long-term-strategy_en" ��European Commission: 2050 long-term strategy�


� 	(note by the DEA) � HYPERLINK "https://ens.dk/sites/ens.dk/files/CCS/punktkildeanalyse_-_potentialer_for_ccs_og_ccu.pdf" ��DEA 2021: Punktkilder til CO2 – potentialer for CCS og CCU�


� 	(note by the DEA) � HYPERLINK "https://www.geoviden.dk/wp-content/uploads/2021/01/Magasin-Geoviden-CO2-lagring.pdf" ��GEUS 2020: Geoviden – CO2-lagring, kan vi begrave problemet?� 


� 	(note by the DEA) See Annex 1 (Memorandum on pre-notification of State aid for Carbon Capture and


Storage) and Annex 2 (Analysis of the counterfactual scenario illustrating the necessity of the aid provided within the Danish CCS scheme) of the submitted pre-notification materials. 


� 	(note by the DEA) � HYPERLINK "https://kefm.dk/Media/637750877973046181/Aftaletekst_final.pdf" ��Aftale om En køreplan for fangst og lagring af CO2 af 14 december 2021�


� 	(note by the DEA) � HYPERLINK "https://kefm.dk/Media/0/3/Nords%C3%B8aftale%20(2).pdf" ��Aftale om fremtiden for olie- og gasindvinding i Nordsøen af 3. december 2020�


�	Examples of negative effects are regional and sectorial biases or crowding out of private investments induced by the aid scheme.


�	Aid schemes defined in Article 1(2)(a) of Regulation (EU) No 651/2014 are excluded from the scope of the Regulation six months after their entry into force. After having assessed the evaluation plan, the Commission may decide to extend the application of the Regulation to such schemes for a longer period. Member States are invited to precisely indicate the intended duration of the scheme.


� 	(note by the DEA) The beneficiary may also capture and permanently store CO2 from start of its carbon capture operation before 31 December 2025, and/or capture and permanently store additional quantities of CO2 from 1 January 2026. 


� 	(note by the DEA) “Ramp-up quantity” denotes the size of guaranteed quantity of CO2 delivered from project initiation until 31 December 2025 up to 0.4 MTA


� 	(note by the DEA) “Additional quantity” denotes the size of guaranteed quantity of CO2 above 0.4 MTA CO2 from 2026 until the end of the contract period.)


� 	(note by the DEA) Described in section 5.1.


� 	(note by the DEA) Described in section 6.1.


� 	(note by the DEA) Described in section 6.1.


� 	(note by the DEA) Described in section 6.1.


� 	(note by the DEA) Described in section 6.1.


�	Please make reference to SWD(2014)179 final of 28.5.2014.


� 	Reference is made to article 10 in European Commission decision of 30 March 2023 “Prolongation of State aid scheme for Carbon Capture and Storage in Denmark” (SA.106494).


� 	With emissions, and therefore a CO2 capture potential, of at least 0.4 MTA CO2. See also section 5.2.


� 	(note by the DEA) Annex 2: Analysis of the counterfactual scenario illustrating the necessity of the aid provided within the Danish CCS scheme


� 	(note by the DEA) I.e. an ETS-price in the range of EUR 200-300. 


�	Please note that the evaluation might require sourcing of both historical data and data that will become progressively available during the deployment of the aid scheme. Please identify the sources for both types of information. Both types of data should preferably be collected from the same source as to guarantee consistency across time.


� 	(note by the DEA) The Pre-construction Phase encompasses all the work prior to the beginning of the physical constructions. The Construction Phase is the physical process, where the beneficiary initiates the construction required to operate the full value chain and all other associated activities such as landscaping, refurbishing, site clearance, testing, demolition, etc. The Operation & Maintenance Phase is the phase, where the beneficiary starts capturing CO2 and utilising the established value chain for permanently storing the CO2.


� Reference is made to article 10 in European Commission decision of 30 March 2023 “Prolongation of State aid scheme for Carbon Capture and Storage in Denmark” (SA.106494).


� Reference is made to article 10 in European Commission decision of 30 March 2023 “Prolongation of State aid scheme for Carbon Capture and Storage in Denmark” (SA.106494).





�This evaluation plan, originally approved by the European Commission on January 12, 2023, was updated in August 2024 following recommendations and feedback from BDO, the external evaluation body responsible for the final report.





The updated plan includes minor revisions, such as corrections of spelling and grammatical errors, which are not marked with track changes.





However, the plan also incorporates more significant content changes such as changes to the evaluation questions and indicators. These meaningful changes to the content are marked with track changes.








