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have a similar profile in terms of exposure to fuel price and CO2 price risk as a PF
coal plant plus CCS technology as a single investment. 

For an IGCC plant plus CCS technology, we can consider the investment as a
three-step process:
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FIGURE 19 

Possible development paths for IGCC and pulverised coal
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How the investment proceeds from a CCGT plant to an IGCC plus CCS plant
would depend on the particular price path, but one could envisage that starting
from a CCGT plant, CCS technology would be added if the carbon price increases
sufficiently and then a gasifier would subsequently be added if the gas/coal price
ratio rose sufficiently. These different development paths are indicated
schematically in Figure 19. So in addition to technology considerations, the
choice between an IGCC and PF coal plant may also depend on initial
expectations about the price paths for gas and carbon prices.

Given the expected similar financial performance of an IGCC and PF coal plant,
we would expect the effect of carbon price uncertainty to be similar for the two.

IGCC as a
modular
investment

Build CCGT
fired on gas

Option 1 : Add CCS if
carbon price increases sufficiently

Option 2 : Add gasifier if gas/coal 
price ratio increases sufficiently
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