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The UK and EU have both committed to ETS linkage as part of efforts to reset the UK-
EU relationship, strengthen cooperation on climate and industrial policy, and support the
competitiveness of Europe’s industries.

For sectors deploying Carbon Capture, Utilisation and Storage (CCUS), ETS linkage
would play a key role in enabling investment by lowering costs and strategically utilising
existing infrastructure to scale up decarbonisation. The UK holds around one third of
Europe’s potential CO, storage capacity, particularly in the North Sea; at the same time,
much of the EU’s hard-to-abate industrial centres are located close by, in Northern
Germany and France, The Netherlands and Belgium, creating an opportunity for cross-
border transport and storage that supports both UK and EU industries.

Linkage between the UK and EU carbbon markets is necessary to avoid double accounting
and ensure that EU emitters storing their CO, in UK storage sites are correctly
reimbursed allowances under the ETS.

The EU-UK Trade and Cooperation Agreement provides a framework for deeper
cooperation on energy and climate policy. Progress on ETS linkage could support a more
integrated carbon market and strengthen industrial collaboration between the UK and
EU.

Industrial sectors across Europe are facing increasing pressure to decarbonise while
remaining globally competitive.

Linking the UK and EU ETS could:

e Support the development of a Europe-wide CO, transport and storage market,
enabling industries to access cost-effective storage capacity.

e Strengthen cooperation on climate and industrial policy between the UK and EU.

e Reduce the risk of carbon leakage and competitive distortions as carbon pricing
frameworks evolve.

e Provide greater certainty for investors developing large-scale CCUS infrastructure
and industrial decarbonisation projects.

Analysis by the CCSA Xodus suggests that enabling a Europe-wide CO, storage market
could reduce decarbonisation costs for emitters by around 28% (approximately €16 per
tonne of CO,).

CCSA recommendations

As discussions on UK-EU ETS linkage progress, it will be important to ensure that
frameworks support cross-border CO, transport and storage.




CCSA recommends that UK and EU policymakers:

Provide a clear negotiation timeline so industry can plan ahead and avoid getting
locked into decisions.

Ensure the ETS linkage expressly includes CCUS.

Provide clear regulatory alignment and policy certainty to enable investment in
CO, transport and storage networks.

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

Linking the UK and EU ETS would strengthen cooperation on climate policy while
supporting industrial competitiveness.

The UK'’s significant CO, storage capacity creates a strategic opportunity for
cross-border CCUS deployment across Europe.

Providing a clear timeline of ETS linkage negotiations would support business
development decisions and help reach financial investment decisions.

Ensuring ETS linkage frameworks support CO, transport and storage will help
unlock investment and accelerate industrial decarbonisation.

This presents a strategic opportunity for the UK to support European industrial

decarbonisation while attracting investment in CO, transport and storage infrastructure.
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