
Public Private Partnerships (PPP) Evolve…   

PPP 1.0:   Subsidies  
 
 
Grants and tax credits or 
feed-in tarriffs – basic 
subsidies (“throw money at 
it”) with bids by private 
projects, demonstration 
phase mostly; minimal 
attention to regulatory issues 
or risk analysis. 
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PPP 2.0:  Subsidies + 
Regulatory Reform    
 
Grants and subsidies coupled 
with regulatory reform (e.g., 
site characterization, emissions 
rules, long-term liability rules, 
CO2 injection regulations). 
 
Debt investors, in particular, 
demand regulatory clarity.  
 

PPP 3.0:   Risk-based Subsidies 
+ Regulatory Reform, Negotiated   
 
Enough support to enable financing: 
Subsidies + Regulatory measures + 
Risk analysis with credit support (loan 
guarantees; government preferred 
equity possibly; insurance or 
transferrable trust funds). 
Requires more in-depth negotiation 
between public agencies and private 
projects and investors on specific risk-
oriented instruments. 
System performance guarantees 
remain a crucial mechanism, which 
requires public sector support for early 
projects to address key “trigger points”.  
 
 
 

Built around tax policy 
or feed-in tariffs. 
R&D supported.   
  

Engages parliaments 
and regulatory agencies. 
Demo projects funded.   

Engages parliaments and 
requires training with energy 
and regulatory agencies 
(federal, local).  
Commercial scale projects. 

Addressing key Trigger Points  



FIGURE 7:  IMPLICATIONS OF ALTERNATIVE ENGAGEMENT MODELS 
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Mixed Funding Model (public-private partnership) is currently the most prevalent or viable.  

Global CCS Institute  



Public-Private Funding Models:  Key Elements   
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Government  
• GHG policy  
• Siting regulations 
• Performance Standards 

 
• R&D / Tech cooperation  
• Demonstration & FEED 

 
• Monetary incentives 

-  Tax measures, FITs 
-   Allowances 
-  Green bonds 

• Energy/Elec. rates    
 

Industry & Investors  
• Property investment 
• Feedstock & infrastructure 
• Monetizing cost / benefit  

 
• Engineering & Innovation 
• System integration 
• Training, education 

 
• Debt / Equity financing 
• Insurance; trust funds 
• Market presence 
• Sectoral factors    

Trigger points [“Go / No Go”] 
for mobilizing capital   

FUNDING MODELS  
- Public utility  
- Private project 
- Hybrids… others   

Finance Roundtable Dialog (Oct. 2010, Warsaw)      

Public Policy Goal:  
“Reliable energy from 

secure supply with 
environmental 
stewardship”  

CSLF 
(+other forums)  
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Funding mechanisms for CCS 
For each engagement model, the parties must consider a range of 
funding mechanisms to allocate risks and cash flows between them. 
At a high level, these funding mechanisms can be categorised as 
either outcome-based or input-based. 
 
Outcome-based funding mechanisms (or unitary mechanisms) pay 
for successful CO2 sequestration or for generating electricity while 
sequestering CO2. They eliminate some pricing and volume 
uncertainty but do not address execution risk. Examples of 
outcome-based funding include: 
• sequestration payment: payment per unit of CCS sequestered; 
• CCS feed-in tariff: n additional fixed price payment for CCS-
generated electricity; 
• ‘contract for difference’ mechanism: a swap arrangement where a 
fixed ‘strike’ price is paid, less the prevailing carbon price; and 
• capacity-based payment: payment for infrastructure capacity, 
regardless of utilisation. 
 
Input-based funding mechanisms directly offset the cost of setting up 
and running CCS infrastructure. They provide more immediate funds 
but do not guarantee outcomes. The most common input-based 
funding mechanisms include: 
• capital grants: monetary grants with release conditions typically tied 
to milestones at different stages of execution; 
• operating expenditure subsidies: ongoing government subsidies 
based on operating costs; and 
• equity investment and concessional loans: government investment 
in a CCS funding vehicle with no expectation of return for a fixed 
period (or in the case of loans, no repayment for a specified period). 

GCCSI Financial & Commercial Workstream, 2010  

Global CCS Institute  



Societe Generale:  Financing Challenges (Apr 2010)  
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CSLF Financing Roundtable  
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