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The carbon charge under the UK’s CBAM is directly linked to the UK ETS, ensuring that imports face a
cost comparable to that paid by domestic producers for their emissions. By reducing carbon leakage
risks and reinforcing domestic carbon pricing, CBAM strengthens the business case for Carbon
Capture, Utilisation and Storage (CCUS) across UK heavy industry.

At the same time, the UK has a unique strategic opportunity in cross-border CO, transport and
storage. The UK holds around one third of Europe’s potential CO, storage capacity, particularly in the
North Sea. Developing a Europe-wide CO, storage market could generate up to £30 billion a year in
taxable UK revenue by 2050, with exports worth over £4billion in GVA per year by 2050.

This presents a clear win—win opportunity: UK storage capacity can help Europe decarbonise faster
and more cost-effectively, while supporting British industry, jobs and tax revenues.

The opportunity: A coordinated UK—EU market for CO, transport and storage would deliver
significant economic and climate benefits:
e Access to UK storage could reduce costs for European emitters by up to 28% (€16/t), saving
€2-2.7 billion annually by 2040.
e Cross-border CO, transport and storage would create and sustain thousands of skilled jobs
across the UK.
e The required infrastructure (pipelines, shipping routes & geological storage sites) already
exists / in development. The barrier is policy alighment, not technology.

Addressing carbon leakage and protecting low-carbon investment

One of the central challenges facing UK industrial decarbonisation is carbon leakage. This is the risk
that companies move production abroad to countries with weaker climate policies, resulting in no
net reduction in global emissions —and an over-reliance on imports, putting product and energy
security at risk. Without safeguards, UK producers investing in decarbonisation technologies like
CCUS could be undercut by cheaper imports produced with higher embedded emissions. CBAM
helps address this by imposing a carbon price on imports equivalent to that paid domestically. This
ensures that UK industries adopting CCUS are not competitively disadvantaged relative to foreign
producers.

Strengthening the economic case for CCUS

CCUS involves significant upfront capital investment, particularly in sectors such as cement, refining
and chemicals where emissions are difficult to eliminate. Industry has been investing significant
amounts at risk into bringing forward CCUS projects across the UK’s industrial heartlands. By levelling
the playing field between domestic and imported products, CBAM improves the long-term economic
viability of CCUS deployment. Companies are more likely to stay in the UK and invest in capture
technologies when they are confident that global competitors will face comparable carbon costs.

The importance of UK-EU carbon market linkage

Alongside CBAM, linking the UK ETS with the EU ETS would further support CCUS deployment. Both
the UK and EU have committed to exploring ETS linkage as part of efforts to reset their relationship




and strengthen cooperation on climate and industrial policy. For sectors deploying CCUS, ETS linkage
would help lower costs, increase market certainty, and enable more efficient use of existing
infrastructure.

The UK ETS is also the other side of the carbon leakage coin, providing free allowances to protect UK
industry. To effectively prevent carbon leakage and enhance CCUS investment, UK industry requires
holistic carbon leakage protection, both through the CBAM and the ETS, because one mechanism
alone is not fully sufficient.

The UK’s significant CO, storage capacity in the North Sea is located close to major European
industrial centres in northern Germany, France, the Netherlands, and Belgium. This geographic
advantage creates a strong opportunity for cross-border CO, transport and storage that benefits both
UK and EU industries. The recent Humber Market Survey conducted by DESNZ demonstrated interest
from EU emitters in UK CO; storage.

However, effective cross-border CO, storage requires carbon market alignment. Linking the UK and
EU carbon markets would prevent double-counting and ensure that EU emitters storing CO, in UK
sites can receive the correct allowance adjustments under the ETS framework.

Because ETS linkage is not yet in place, and the EU CBAM is already operational, UK industry is
currently facing additional carbon leakage pressures. This makes it critical to maintain holistic carbon
leakage protection, both through eventual ETS linkage and by aligning the timing of UK CBAM
implementation with the EU CBAM.

The ETS is an established and trusted framework that creates an incentive for companies to reduce
emissions where it is most efficient to do so, while allowing the market to find the most cost-
effective solutions.

ASK: CCSA recommends that UK and EU policymakers:

e Provide a clear and quick negotiation timeline so markets can open up in time for EU
emitters to contract and meet 2030 timescales

e Ensure the ETS linkage expressly includes CCUS

e Provide clear regulatory alignment and policy certainty to enable investment in CO»
transport and storage networks

e Support cooperation mechanisms that enable a Europe-wide CCUS market and access to UK
storage capacity

Supporting industrial decarbonisation

CBAM reinforces the viability of CCUS clusters and projects by creating market conditions where UK
low-carbon industrial products remain competitive. This helps secure long-term demand for CO,
storage infrastructure and encourages participation by additional industrial facilities.

ASK: The CCSA recommends that the UK CBAM be designed to protect all industrial sectors, including
refineries and chemicals. As currently proposed, these sectors are excluded, leaving them exposed to
higher carbon leakage risks and unable to operate on a level playing field to justify CCUS investment.

Conclusion

The UK’s CBAM is a critical complement to domestic climate policy and industrial decarbonisation
efforts. By preventing carbon leakage, protecting low-carbon investments, and strengthening the




competitiveness of clean industrial production, CBAM significantly improves the investment
environment for CCUS.

To be fully effective, CBAM must protect all industrial sectors, including refineries and chemicals,
ensuring they can operate on a level playing field and justify investment in CCUS. Combined with
closer UK—EU carbon market cooperation, timely alignment with the EU CBAM, and the development
of cross-border CO, transport and storage, CBAM can help unlock the full potential of the UK’s CO,
storage resources, supporting industrial decarbonisation while delivering long-term jobs, investment,
and economic benefits for the UK.
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