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Draft REA Response to BEIS Consultation on Future support for low carbon heat [Green Gas Support Scheme sections]
Introduction & Context
The REA is the largest trade organisation for the UK renewable energy and clean technology sectors, representing around 550 organisations involved in the market in some way, from technology developers, manufacturers and installers to consultancies and academic institutions. 
Text in black: context / background
Text in blue: draft response on which members’ feedback is sought 
Text in red: Additional feedback from members sought 
Text in yellow: to be expanded by the REA  
General comments on Green Gas Support Scheme
BEIS budget for green gas 
BEIS is proposing a target for Green Gas of 2.8TWh by 2030/2031 with an annual projected spend of £115m in 2024/25 as per below:
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Source:  Consultation’s impact assessment 

Do members believe that the size of the budget and BEIS’ ambition is adequate? 
Should BEIS target for biomethane (and associated budget) be more ambitious, in line with other industry and independent bodies’ estimates? Or is this about right as we don’t want the scheme to result in over capacity, taking into account the size of the current feedstock supply market? [Some members’ view is that BEIS’ target and budget are about right considering the size of the current waste market and to ensure there is no development of over capacity; some members are concerned that we shouldn’t be adding more capacity at a time where there is already an over supply of AD capacity and gate fees have fallen dramatically. Others think the ambition set by Government is too low].  
Do members feel that a target should be assessed on the resource availability or as % of existing gas network?  
The table below compares recent estimates made by a number of industry and independent reports on the potential of green gas to decarbonise the gas grid based on the resources available. 
As you can see, BEIS target of 2.8 TWh of biomethane deployed by 2030/2031 under the new Green Gas Support Scheme (GGSS) is very conservative compared to other recent estimates, including that from the CCC in their Net Zero: Technical Report.  
Recent estimates on the potential for biomethane (from AD) by 2026, 2030, 2032 and 2050 (TWh/annum)
	Source
	By 2026
	By 2030
	By 2032
	By 2050

	REA’s Bioenergy Strategy, 2019
	31
	NA
	52
	NA

	ENA’s Decarbonisation Pathways (Balanced scenario), 2019
	NA
	22
	NA
	57

	Net Zero: Technical Report, CCC, 2019
	NA
	20 (buildings only)
	NA
	NA

	Biomethane: the pathway to 2030 (ADBA, 2020)
	NA
	~54 (conversion from 5,677 million m3 biomethane potential)
	NA
	NA

	GGSS consultation, BEIS April 2020
	NA
	2.9
[Under new Green Gas Support Scheme only – exclude deployment under RHI. We estimate between 4 and 6 TW/annum delivered under the RHI by 2021. BEIS have said they intend to treble the amounts of green gas injected in the grid by 2030, compared to the 2018 level of 3.3 TWh/annum].  
	NA
	NA


BEIS’ target is probably a reflection of the data they have used on estimated availability of feedstocks. This is likely to be lower than estimates of resource available given by other sources. 
During one of their stakeholders’ workshop, BEIS clarified that they have used internal estimates provided by Defra on total food wastes that will be collected by local authorities to estimate potential biomethane capacity (an increase of 1.38 million tonnes of food wastes by 2029). If this the case, these estimates don’t include food wastes collected from commercial and industrial sources. If these were included, the estimated amount of green gas injected into the grid by 2030 would greater.  
The recent industry report ‘Biomethane: the pathway to 2030’ estimates that 3.8 million tonnes of food waste (both, from local authorities and commercial sources) could be available to make biomethane by 2030, and also another 4 million tonnes of industrial wastes. The report also quotes another 30 million tonnes of sewage sludge available that could be used as feedstocks to generate biomethane. [however, are these figures perhaps overly ambitious?]
In addition, although we strongly support Government policy to encourage an increased use of wastes and residues to generate biomethane, in line with the principles of a circular economy, we also consider that BEIS should not underestimate the contribution that sustainable bioenergy crops and by-products - in combination with wastes and residues - can play in generating biomethane whilst decarbonising agriculture, enhancing the UK’s soils and supporting sustainable and profitable farming. 
When bioenergy crops are grown sustainably in line with high environmental and farming standards, and are integrated into crop rotations (e.g. by increasing the number of crop cycles - three in a two-year period), or grown on marginal land, these will encourage better soil health, biodiversity and carbon capture and fit within the definition of ‘public good’, regardless of the type and fate of the crops. A further advantage of growing crops for bioenergy is the ability for AD to better integrate into the farming system as local farmers/growers can see the benefits AD brings to their farming businesses. An example of this is the use of digestate on cover crops, which allows nutrients from digestate to be locked into cover crops over the winter period, which is then turned back into the soil in the sowing period thereby delivering nutrients to the soil. These practices have become more widely used on AD plants which rely on crops for digestion as they are more integrated with the cropping cycles. Good practices such as these can then be applied to the wider AD sector. 
BEIS and Defra should also consider the merit and potential role of sequential crops (multiple crops in the same field) in the UK. There may be some parts of the UK where the climate makes it possible to grow these types of crops. This approach has been developed mostly in Southern Europe, pioneered by the Consorzio Italiano Biogas (CIB) to integrate anaerobic digestion with agro-ecology[footnoteRef:2]. This highly sustainable model has proven to deliver significant reduction in GHG emissions from agriculture and carbon sequestration, as well as to restore soil health and organic matter. The EBA’s position on sequential cropping and the associated benefits can be found here. ‘EBA collected from the biogas sector shows that proper biogas production based on sequential cropping is a sustainable activity. On top of that, it is a powerful solution leading to decreased greenhouse gas (GHG) emissions, protection of biodiversity and restoration of soil quality through agro-ecological innovation and organic fertilization.’ [2:  The so called Biogasdoneright® model. Food and feed production are not displaced when producers adopt sequential cropping, therefore this practice should be recognised as low ILUC risk potential. More research needs to be carried out in the UK to understand whether double cropping is possible and could be adopted in the UK given the different climate. 

] 


[we need to add reference to the French approach as well, where rotational crops are not classed as ‘energy crops’]. 

See further detail on sustainable crops in our response to question 9.  

Carbon cost effectiveness (pages 20-23 of impact assessment) 
BEIS is also estimating the cost of carbon equivalent/carbon cost effectiveness will be around £67/tCO2e, however their argument is that it will have a positive social net present value (SNPV): 
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Source:  Consultation’s impact assessment

Have BEIS missed/under accounted any other social benefits such as land remediation, actual carbon savings etc.? is there any other consideration we should make on this section of the impact assessment? 

Biomethane from thermal gasification 
The Non-domestic Renewable Heat Incentive scheme currently covers biomethane that is produced from AD as well as through gasification and pyrolysis. However, it is proposed that the Green Gas Support Scheme is narrowed to the support biomethane produced from AD only. 
Some members believe the scheme should be neutral to the technology used to produce biomethane and should also support biomethane produced from thermal gasification. Do members agree?
The REA is supportive of this technology, however would be this type of support mechanism correct and suitable for gasification?
We have had 7 years of RHI but there have not been any gasification plants built on gasification - this may signify that the technology isn’t commercially viable yet (or its not proven) and that it may need other forms of support such as a grant or similar to ensure its proven technically. A simple support scheme such as a payment per unit of energy relies heavily on the assumption that the technology can deliver at >90% output, particularly with the relatively low tariffs that are being set. 

Also, there is a risk that the development of thermal plants would use up more of the budget and lead to faster degression of the tariff (if degression was still in place), reducing support  available for AD.

Consultations questions 
Approach to tiering and plant size 
1. Do you agree that the tiering structure as outlined above is appropriate and would deliver the best value for money? Yes/No. Please provide evidence to support your response.
Yes.  
Generally, the expansion of Tier 1 to 60,000 MWh is seen as a positive step forward to allow better economies of scale, especially as some costs remain fixed or don’t rise linearly with the size of a project (e.g. tank volumes, civils, upgrader plants, grid connections).
Industry feedback is that the proposed size of Tier 1 (the equivalent of approximately 750 m3/hour) is a good reflection of the size of AD plants that have been built more recently under the RHI Scheme. 
However, some members noted that the size of a Tier 1 plant would require the supply of significant volumes of feedstocks, which may lead to a greater risk from sourcing sufficient feedstocks for the project, unless the plant owner has control over most of the feedstocks. 
Members have also noted that the differential between Tier 1 and Tier 2 tariffs is significant and may deter industry from developing plants larger than Tier 1 and create even better economies of scale. BEIS should consider reducing the gap between the two tiers: shallower tiering would help encourage continued production of biomethane, rather than stopping production after Tier 1. 
Some members highlighted there is a risk that a higher Tier 1 will result in developers applying for Network Entry Agreements (NEA) at or around 750 m3/hour, regardless of whether they are going to use all this capacity during the tariff lifetime. This will potentially result in a greater committed scheme spend (and greater use of the tariff guarantees budget allocation) which may in turn result in degressions, and ‘bed blocking’ of NEA capacities (ie capacity booked that is not consistently used). To resolve this issue, we would suggest that developers should be required to be provide more accurate information on the expected injection rates, provided it is clear that this would not result in Ofgem questioning or raising queries on the NEA capacity. 
BEIS should also consider plant expansions and tiering of existing assets (electricity only or co-generation plants). Making these plants eligible for the Green Gas Support Scheme and setting appropriate tiering and tariffs for those would deliver best value for money. As an example, if a food waste AD plant wins a local authority contract in the future but is not able to expand, the waste may have to be trucked much further afield with an impact on the associated GHG emissions. 
Do members agree with the new tiering sizes for gas to grid plants and the considerations above?

Tariff length
2. What are your views on the impact of a 15-year tariff period to support biomethane? Please provide evidence to support your response. 

BEIS are proposing to reduce the GGSS tariff length to 15 years and are also consulting on whether 10-12 years is enough. 
Most members have fed back that shortening the period from 20 to 15 years would lead to greater investment risks, leading to higher cost of capital and less sustainable roll out of the industry. This is even more true if the tariff period is shortened without increasing the level of the tariff, resulting in significantly less support available to projects under the scheme. 
Generally investors require longer periods ie the longer the tariff period, the more secure/less risky the investment will be seen by funders. From a long-term investment perspective and to ensure the industry financial health, this tariff length may not provide sufficient certainty to investors. Experience from members shows that a shorter tariff is likely to drive developers to take higher risks which would likely result in lower standards of projects being built.
There is evidence that increasing the risk will lead to higher cost of capital (higher risk investors) - this can be seen by the number of biomethane plants deployed towards the lower end of the tariffs (different to length of tariff, but they both have an impact on risk). BEIS should look at the historic performance of AD plants funded under the RHI under different tariffs ie Ofgem generation data of plants that were commissioned with the lowest tariffs vs plants that were commissioned with the highest tariffs. Generally, the REA is aware of a higher proportion of plants that are not generating and are on lower tariffs compared to a low proportion of plants in the same situation that are on a higher tariff. This is partly due to circumstances of having struggled to finish/commission (due to unrealistically tight deadlines for commissioning projects under the scheme), or have found that the plants are not financially viable to operate with the lower tariffs. 
This is the result of lower tariffs combined with degressions and unrealistically tight deadlines for commissioning projects.
BEIS should be focusing on reducing risk as much as possible: this sector requires long-term investors, rather than short-term high risk investors, to drive down the cost of capital. Having a tariff period longer than 15 years would help deliver this. 
The above also depends on whether the policy is intended to drive new project development or rather focuses on the expansion/optimisation of existing sites. Feedback from members that have developed several AD plants is that the proposed tariff levels coupled with a shorter tariff period are unlikely to stimulate new project development and encourage new investors and developers in the sector. 
· Do members agree that we should argue that BEIS shouldn’t reduce the tariff period to 15 years, let alone to a shorter period. If anything, from the perspective of a funder, it may make more sense to have a lower tariff but for a longer period (say 25 years) .  
Further considerations made so far: 
· REA should (carefully) explain that biomethane plants (assuming gas prices stay where they are) will always require ongoing support on an energy basis. However, given the social NPV is positive and could be improved further still by looking at energy security in the future, ongoing job security, then BEIS should consider a longer tariff length (>25 years) rather than a shorter one?
· Maybe longer tariff length could be funded with a 2-stage tariff (tariff for 1st 15 years, then second tariff for the remaining 10-15 years)?
· If there are shorter tariffs, longer commissioning times should be considered to provide more settling in time and reduce risks during the build. 
Members views are welcome on tariff length suitability and the arguments proposed above. 

3. What are your views on the advantages and disadvantages of a shorter 10- or 12-year tariff period and whether they would help maximise value for money? Please provide evidence to support your response. 

The risks highlighted above over shortening the tariff from 20 to 15 years would be exacerbated by reducing the tariff period further. This would lead to even greater investment risk, leading to higher cost of capital and the delivery of lower quality projects. Developers may build plants quickly and potentially taking short cuts. These will result in lower standards of projects, which will either shut down or will not be able to operate in their lifetime anywhere near the expected outputs. This could compromise the sector’s reputation, causing an image issue and could reduce the public support for green gas. 
As explained later in the answers to questions 4 and 5, there are a number of measures that will be adopted by Government and the regulators to raise industry standards. The current direction of travel taken by other Government departments, the environmental regulators and Europe is that the industry will need to adopt best available techniques and best practice to minimise its impact on human health, communities and the environment, as well as to maximise its value. Any policy designed by BEIS should not move away from this by encouraging high risk projects, lower quality projects that need to be built to unrealistically tight timescales. 
A joined up approach is therefore required across Government and the regulators to ensure any support provided by Government to stimulate deployment of AD plants does not encourage developers to build lower quality projects or take short cuts, but rather deliver best practices and appropriate standards. 

4. Do you have any views on the appropriate tariff level, within these ranges? Please provide evidence to support your response.  

BEIS asked about what levels the tariffs should be set at. Proposed:

· Tier 1: 4.90 – 5.5 p/kWh
· Tier 2: 3.25 – 3.75 p/kWh
· Tier 3: 1.5 – 2.75 p/kWh
The feedback we had so far is that industry considers that the upper bracket of these ranges are just about viable, but raised serious concern over the impact that degression will have on plants’ viability. These sorts of levels are already very close to the point at which any unnecessary reduction will cause a hiatus in deployment. In other words, if the tariff starts at those levels, even one single degression would likely make it impossible for new AD plants to deploy under the Scheme. Members have also highlighted that the drop from Tier 1 to Tier from 5.5 to 3.75 is too great and will create a cliff edge in plant sizing and generation output. This could be avoided by having a 2 stage Tier 2. 
Some members have pointed out that to inform the setting of an appropriate tariff level, it is crucial that BEIS does not only consider the numbers of plants that have deployed under the RHI at these tariff levels, but also at the actual performance of these plants ie how many plants have stopped operating, or are underperforming, and to what extent they are generating green gas. From members’ experience, a low tariff is unlikely to stop industry to deploy/develop, but it may drive poorer standards of projects. Costs should be collated from a sample of representative plants that are generating to the expected levels. 
Although we certainly welcome the Government’s plans to support further development of biomethane plants in the UK, it is crucial that the scheme drives best practice and encourage development of plants that can perform and make a real contribution to meet the Government’s net zero target.  It is paramount that Government’s support is given to plants that are built to the appropriate environmental and safety standards and can generate renewable gas at the expected levels. However, building to those standards comes with a cost and this should not be underestimated.  
In relation to this point, a more joined up thinking is also required here across Government and with the regulators. BEIS should be aware that the AD sector will see a number of policies or regulations being adopted by other Government departments (e.g. Defra) or the environmental regulators (e.g. the EA) at some stage in the near future. These will see the adoption of tighter standards the AD industry will have to comply with that will inevitably result in extra capital and operational costs for the sector. We have listed these below (further detail on digestate will be included in the answer to questions 12 and 13.
As previously highlighted, the direction of travel from Defra and the environmental regulators is clear: the sector needs to adopt best available techniques and follow good practice to minimise its potential impact. BEIS policy should align to this and be designed in a way that enable projects to be built to these standards. 

Measures to minimise ammonia emissions 
· Defra’s Clean Air Strategy, which is also mentioned in BEIS consultation, is committed to introducing legislation that will require digestate in England to be spread using low-emission spreading equipment by 2025, and digestate stores to be covered by 2027 (but both of these measures may be phased in earlier for digestate or large volumes of slurries). There will be a full public consultation before decisions are made as to the types of covers required and the date they will be required from. A range of acceptable covers are currently described in Defra’s Code of Practice to minimise ammonia emissions but these come at a range of costs. 
· Defra’s Code of Practice for reducing ammonia emissions also highlights the importance, in relation to the spreading of organic manures, of ensuring there is enough well-maintained storage to be able to spread slurry (including digestate) only when the crops will use the nutrients. This is key to minimise ammonia emissions. Adequate provisions for storage at AD facilities (or off-site storage facilities( are therefore instrumental to ensure digestate is applied at the right time of the year and to prevent ammonia emissions from its application. Again, this comes with significant capital costs. 
· Other measures such as processing of digestate or dewatering may be necessary at some AD plants to reduce volumes and minimise ammonia emissions, for example where storage is limited or landbank is not available to spread digestate. Again these come at a cost – see our answers to questions 12 and 13 for further detail on these measures and other strategies to reduce ammonia emissions.  
Measures to limit any negative impacts on human health, communities and the environment from biowaste activities 
In 2020 the Environment Agency consulted on a review of permits for biowaste including anaerobic digestion. This is as a result of the publication of the revised waste treatment BREF[footnoteRef:3] and is aimed at bring permits in line with it. It follows from the EA’s incidents and audit data from anaerobic digestion plants. The review of permits will result in the implementation of the BAT requirements set out in the BREF in the reviewed permits (ie plants will have to be designed and operated with best available techniques). The EA will also publish a guidance document describing ‘appropriate measures’ for the biological treatment of wastes. In summary, the review will see the implementation of higher design and operational standards (standard good practice requirements and more capital investment improvements) for AD facilities that will certainly result in higher costs.  [3:  The reference document adopted by the European Commission setting out best available techniques (BAT) for the waste treatment sector] 


Measures to improve the quality of digestate produced (e.g. reduce plastics) and support digestate markets
Earlier this year the Environment Agency issued a call for evidence to inform the review of the current Quality Protocol for Anaerobic Digestate. This is also likely to result in higher standards that the sector will have to comply with ie a stricter limit on plastics in digestate, which will likely require additional treatment processes to remove plastics and improvements to operational procedures. The potential presence of plastics in digestate and other organic materials being spread to land represents a significant concern for the environmental regulator and can potentially undermine market confidence in quality digestates, so it is critical this problem is addressed across the supply chain. 

Overall, the REA is supportive of the changes being made by Defra and the environmental regulators as these will lead to new plants designed and operated in line with best available techniques which will deliver lower emissions, whilst making a significant contribution to meet our net zero target. We feel strongly that Government funded plants should be designed to these standards to ensure a long term, sustainable and healthy AD sector. However, it is really paramount that the costs of designing a plant in line with these requirements is adequately reflected in the level of the tariff for new projects Also, as highlighted below elements of the scheme such as the tariff length and commissioning deadlines should be designed in a way that does not encourage developers to rush through build and take short cuts. This would a move in the wrong direction given the general direction of travel from other Government departments and the regulators. 

In summary, 

· Due to a number of policies and new regulatory requirements being implemented over the next few years, the AD sector will need to move to higher build and operational standards aligned with BATs, which will require additional capital and operational costs. 
· This policy is intended to be open to new applicants until 2025/26 so it offers an opportunity for major changes to energy and other policies to be fully aligned.
· BEIS should consider a range of costs required to build and operate a plant designed to these standards and ensure the tariff levels are appropriately set to accurately reflect these costs. 
· Provided the tariff levels are appropriate, then only new plants that are aligned to these requirements should be supported under the Green Gas Support Scheme. 

Do members agree with the considerations above? 

Other considerations made by members so far:
· Degressions don’t necessarily stop deployment but drives desperate and high risk projects to be built in order to commission before further degression. This just leads to poor standards of projects.
· Called on BEIS to consider the historic performance of the RHI, seeing against what level good quality projects where able to deploy and what levels of heat where actually produced. 
· Potential for industry to develop a taskforce to produce a sanitised project model of costs which would help BEIS to consider correct tariff levels. 
· Suggesting that Tier 1 should be based on a project Capex costs , while tier 2 on the ongoing Opex. 
· Also highlighted again that drops between tiers should be reduced. Shallower tiering helps encourage continued production of Biomethane, rather then stop production. 
5. Do you have suggestions of other mechanisms that could be introduced to ensure tariffs deliver the best possible value for money – for example, additional evidence on costs and revenues that applicants to the Green Gas Support Scheme could be required to provide?   

A number of members involved in the development and funding of AD plants are in the process of putting together a sanitised model of costs that will be supplied to BEIS to support this response.  

Ensuring Value for Money through tariff changes  
6. From experience of degression, how do you think elements such as the frequency and size of degression, and spend triggers, should change in order to ensure value for money, whilst meeting the need for investment certainty? Please provide evidence to support your response.  

It is important for BEIS to reconsider what is the purpose of degression. This was initially introduced to ensure the budget is not over spent and drive value for money. However, in our view this mechanism is no longer required. This is for the following reasons:

1) There is already a robust mechanism to control the cost, especially if the only way to access the scheme is through tariff guarantees (TGs) with a built-in rationing mechanism (e.g. a Stage 0 Budget Check which enables applications for TGs to be processed only on the provision there is budget available). 
2) There is not much scope for cost reductions ie it would only make sense to adjust the tariff if the costs have fundamentally changed. Thus, a mid-term review of the tariff would make more sense, to allow BEIS to consider whether the tariffs should be changed to reflect significant changes to capital and operational costs. 
3) As highlighted above, whatever the right tariff is, current levels and the levels proposed in the consultation are already much closer to the point at which any reduction would make the tariff unviable and stop deployment. Even only one single degression would likely cause a hiatus / halt deployment.  

If BEIS really consider that having a degression mechanism is necessary, then the frequency of degression for biomethane should be reconsidered as it is not appropriate for this technology. Costs for this technology are not likely to change on a quarterly basis, so reviewing the tariff levels at this frequency makes little sense (if the purpose is drive value for money and reflect cost reductions). The trigger levels should be set as close as possible to the full budget allocation to minimise the risk of degression. However, if a degression occurs, a this will likely stop deployment, as highlighted already, and cause the scheme to under deploy (depending on how large is the margin between the trigger and the actual budget level). 

Further to the above proposals, BEIS have published more detail here and have suggested to 

1) Requesting more detailed costing information from tariff applicants than is currently collected under the RHI (in particular on upfront capital plant costs, ongoing operational costs and non-tariff revenue), and 
2) Having a tariff review mechanism that could provide a way to adjust tariffs during the life of the scheme. 

We would support a review of the tariffs instead of the degression mechanism as a way to adjust the levels to reflect any dramatic changes in the cost base and to ensure the tariff levels are appropriate. 

We would recommend that this is done as a single review point midway through the scheme as an annual review may not be long enough to see any potential cost changes affected by Government policies (mandatory collections of food wastes implemented by Defra). Cost of construction and operational costs are unlikely to change significantly for a given design, however other factors such as availability of food wastes and gate fees, value of green gas certificates, value of CO2 sales and others that may change.   

Another important point raised by members is that the review should not be based on a mechanism in regulations. The degression mechanism has shown that this hasn't worked and it would be difficult to write rules on this until we see what changes are needed. We strongly recommend this should be a value judgement based on emerging picture as seen by BEIS. 

As for the proposal on requesting more detailed information, we agree that it is important accurate information on costs is collated by BEIS to support a review of the tariffs, however the following concerned have been raised by members:

· There is no consistency between models/ developers / funders on how these items are calculated. 
· Simple ‘line items’ don’t exist – the way these are scoped and processed will usually vary. The risk is that if the information may be too detailed and therefore requires significant time to provide, or too high level / generic which may result in data that are not better than what is already available to BEIS. 
· There is a concern that if this is done through Ofgem (ie requested at each application and then annually thereafter) it will result in additional administrative burden or delay for payments. Members would definitely prefer if this was a request from information from BEIS as opposed to Ofgem, to ensure it does not give Ofgem grounds for questioning or raising queries about costs and even enforcement actions if data was slightly inconsistent. 
· Some members have highlighted that collating costs will certainly be positive to ensure policy can respond to changes in the cost base and can help target policies to drive cost reductions in areas where this is possible and would have the highest impact. 
· There are consultancy companies out there (e.g. those that carry due diligence) that can use and interpret this data correctly. Key is to obtain meaningful information but also to ensure this is used and interpreted in a meaningful way and that it does not become another administrative issue.
· In light of the above, it may be more useful for BEIS to select a representative sample of plants (e.g. 10 biomethane plants) and assess their costs in detail rather than having this as part of an administrative process resulting in lots of poor quality data. 
In summary, 

We would recommend that cost are collated by BEIS (not Ofgem) from a representative samples of AD plants on the Scheme and interpreted with the help of an appropriate consultancy firm who has experience in assessing costs associated with AD across the industry. 

A review of the tariffs to reflect any changes in the cost base is carried out as a single review point midway through the scheme to leave enough time to be able to see the effect of any changes to policy and regulations. 

The tariff review should not be based on a mechanism in regulations but rather be a value judgement based on emerging picture as seen by BEIS. 

7. Do you have further suggestions, beyond those mentioned in this consultation, which would help the Green Gas Support Scheme to deliver the best possible value for money? Please provide evidence to support your response.
BEIS should remove the risk that BEIS policy or Ofgem have any influence over:
· developers driven to unrealistically tight construction/commissioning timelines due to risk of lower (or zero) support 
· risk of rules changing in between funding project and securing the tariff (and note that tariff guarantees do not offer protection on this - could be a bigger risk going forward if TGs available for longer period) 
· risk that Ofgem will interpret rules differently to how the developer interpreted them
· risk that Ofgem's previous interpretation was correctly understood but Ofgem have then changed interpretation 
Also, it is paramount that the policy is not limited to green field only but also encourage expansions from existing plants, which is more cost effective that building new plants. 
Some members have also suggested it would be useful to incorporate a policy to support market demand for co-products of AD, such as digestate and CO2, drive best practice and realise the wider benefits of green gas. This could be done by ensuring the methodology to calculate lifecycle GHG emissions for biomethane (under the sustainability policy) suitably reflects these added values/wider benefits. See our answer to question 10 for further detail on sustainability.  
Other considerations made by members: 
· Options that I believe were rejected in Ofgem review of GNO RIIO2 around socialising connection costs
· Effective carbon pricing policy to accompany this which would significantly shift the financial model of AD plants if remunerated for their carbon impact
· Introduction of greater price transparency in the sector, to drive competitive price tension among existing players across the value chain as well as to encourage new market entrants (e.g. service providers from the offshore oil & gas sector with similar skills?). Could achieve this with something similar to a price comparison website
· Policy designed to support innovation to increase yield, integrate P2G technology, upgrade digestate etc


Tariff guarantees 
Replicating tariff guarantees with a few changes 
8. Do you agree with the proposals for tariff guarantees for biomethane? Yes/No. How could this be improved? Please provide evidence to support your response.
Yes, but please see important considerations below. 
BEIS’s intention to replicate tariff guarantees is seen as a positive step as it will continue to give developers/installers confidence of the tariff they will receive. 
Commissioning window 
The extension of the duration of the funding of the scheme (ie c 4 years) is also extremely welcome, given that a lot of the sub-optimal outcomes industry has seen have their roots in the short windows available for constructing plants and developers having to meet tariff deadlines. The TG system was actually designed to avoid this, but this was severely compromised by the short period that was available by the time they were eventually introduced. 
TG deadline for a project should be set with sufficient time to enable plants to commission without rushing to meet deadlines. This could be done by introducing some flexibility or grace periods for specific delays, especially when these are outside the control of the developer. 
Deadlines over winter time should be avoided as much as possible as this is not an ideal time to build pipelines across fields. 

Commencement of construction 
BEIS are suggesting the introduction of an additional stage in the TG process, which requires participants to inform Ofgem once construction commences. Commencement of construction is the point at which the committed spend for that plant would count towards degression. 
This is seen by some members as positive given that a number of plants that were granted a Tariff Guarantee under the RHI scheme and that contributed to trigger January 2019 degression to the tariffs, have not ended up in a physical plant being built. Therefore, the addition of stage 2a would be useful and should ensure TGs that are awarded do end up becoming physically deployed. 
However, members have expressed a strong concern that this may drive Ofgem to micromanage a plant construction programme, as there may be different interpretation of what construction means. For purposes of meeting a planning condition for instance, construction can easily start by simply pouring a very small amount of concrete so could easily be gamed or interpreted in different ways and would require a large amount of bureaucracy and Ofgem assessing construction programmes.
Within the TG system there has been a lack of transparency and understanding on when a project is deemed by Ofgem to have achieved TG3 (ie when a plant is deemed to be commissioned) and how Ofgem’s interpretation differs from the developer’s interpretation. A similar issue could apply to the definition of construction. 

Financial close 
BEIS may wish to consider again the requirements for demonstrating financial close and how these have been applied and assessed. In principle the policy is sound – this is a  requirement to demonstrate that the funding exists and has been irrevocably allocated. However, this has resulted for some projects in declarations of financial close (signed off on independent audits) that were not genuine. 
A more thorough assessment on financial close audits may be required by Ofgem to ensure the funding has been really drawn to cover the project. Leaving ambiguity in this step (as was done previously) accelerated the level of TGs thereby creating a premature degression based on plants which may not have had actual financial close. 

Commissioning definition 
As mentioned above there have been so far a lack of transparency and limited understanding on what is the legal interpretation of when a project is deemed by Ofgem to have achieved TG3 (ie when a plant is deemed to be commissioned / what is a materially delivered project against a deadline). 
BEIS should seriously reconsider the requirement for a plant to be ‘commissioned’. This was put in place to close out two-phase commissioning, however this has led Ofgem to micromanage the ‘commissioning programme’ ie raise several queries on the commissioning plan and evidence to support/evidence that the plant has been really commissioned. 
As long as a developer has shown that injection has commenced and that the gas used to commence injection comes from the specified biogas plant, that should satisfy the objective of the policy. In addition, for digesters we already have a well-established precedent for what 'commissioned' means as it has been used for many years in RHI biogas heat applications and there is no point for Ofgem to disregard this precedent. 
Similar issues may come into place if a definition of commencement of construction is introduced. 
Some members have suggested that whoever administers the scheme (Ofgem) could make use of independent auditing of participant's application shortly after awarding a tariff guarantee. This will be a huge deterrent to the industry of any 'gaming' as they will know they will be found out later. Then the audit would be a paper audit exercise (financials, planning, grid connection), site visit etc. 
BEIS are proposing TGs should be the only way for participants to be able to enter the scheme. Do you agree/disagree that TGs should be the only way to enter the scheme? Are there projects that could be hindered if TGs were the only route?
In summary, in response to how the TG system could be improved, the key points are: 
· TG deadlines for a project should be set with sufficient time to enable plants to commission without rushing to meet deadlines. This could be done by introducing some flexibility or grace periods for specific delays, especially when these are outside the control of the developer. 
· Deadlines over winter time should be avoided as much as possible as this is not an ideal time to build pipelines across fields. 
· It is also crucial that more transparency and clarity is provided on Ofgem legal interpretation of the requirements to be awarded a TG and that this process is not micromanaged leading to significant administrative burden and time delays 
· BEIS should seriously reconsider the requirement for a plant to be commissioned. 
· Similarly, BEIS should seriously consider the risks of introducing a requirement of specify the commencement of construction in light of the lessons learned in the TG process to date
· BEIS may wish to consider the merit of introducing an independent auditing of the TG process as a deterrent from developers to ‘game’ the system and ensure any speculative applications are minimised. 

Do members agree with the above considerations? 
[bookmark: _Hlk42164217]Waste feedstocks
9. What are your views on increasing the minimum percentage of waste feedstocks above 50%, now or in the future? What could be a suitable new threshold? Please provide evidence to support your response.

REA is very supportive of the commitments made in Defra’s Resources and Waste Strategy on food wastes. For a number of years the REA has lobbied Government on behalf of the industry for the introduction of mandatory collections of food wastes, both from municipal and commercial sources, in line with the principles of a circular economy. When food wastes cannot be prevented, anaerobic digestion makes the best use of these materials by producing renewable energy and organic fertiliser while closing the nutrients cycle and reducing greenhouse gas emissions. 

We also know that there are significant volumes of agricultural residues such as slurries and manures which are generated every year in the UK (estimated in the order of 90 million tonnes per annum) and that treatment of these residues through anaerobic digestion, when possible, has significant potential to mitigate greenhouse gases emissions from the farming sector. 

Notwithstanding this, for a number of reasons detailed below we cannot support a further increase of the minimum percentage of waste feedstocks above 50%. This would have a significant impact especially on farm-based plants, for which the current minimum 50% is already a challenge. 


1.   Uncertainty on waste availability
As set out by BEIS in the consultation document, measures from Defra to introduce mandatory collections of food wastes are only expected to commence from 2023. The Scheme is expected to start in the financial year 2021 so there is a time gap between the two which may lead to a lack of sufficient waste feedstocks being available at the beginning of the Green Gas Support Scheme for new plants.

The size of the current food waste market is limited and it is known there is already an oversupply of AD capacity compared to the volumes of food waste available, especially in England, which leads existing plants to compete for food wastes and has determined over the past few years a downturn in the gate fees. 

In addition, the volume of waste feedstocks that may become available when these measures are introduced is still very uncertain. We understand there is already an oversupply of AD capacity in the market: there are existing food waste based plants that have extra capacity to take food waste, so these, to some extent, may absorb some of the additional volumes of food wastes available. In addition, it is highly unknown how food waste prevention policies will affect the volumes of food wastes provided for recycling in the future. Reductions in the volumes of food wastes produced may to a certain extent offset increased volumes from mandatory food waste collections. 

Increasing the minimum percentage of waste feedstocks above 50% would risk increase in a greater competition between projects (existing and new) to secure these feedstocks and may drive down gate gees even further. 

2. Regulatory, technical, and economic challenges derived from an increase in the minimum percentage of wastes/residues 
Agricultural plants, which typically use predominantly agricultural feedstock such as manures, slurries, crops and crop residues, are highly unlikely to be set up to take food wastes from commercial sources and local authorities. This is because of the higher capital, processing and operational costs that come with treating these types of wastes, as well as the additional regulatory requirements (ie. compliance with Animal By-Product Regulations) that would need to be met when these types of wastes are treated. 
We understand from industry experience that it would not be efficient to build a plant with the flexibility to take both food waste and energy crops. For example, a food waste plant would need different infrastructure, such front end grit traps, other front end processes, different odour management systems and secondary containment (~ £1 million). For agricultural plants tanks tend to be tougher with stirring systems that can handle higher dry matters. Food waste plants would also require pasteurisation units to comply with animal by-product regulations, and, crucially, de-packaging systems to remove plastics and packaging. The only scenario where it becomes feasible to operate a plant on a 50/50 mixture of wastes/residues and crops is when the former are represented by slurries/manures or other materials such as beet pulp which do not require expensive equipment for removing the plastics or other contaminants upfront. However, according to members, opportunities for these feedstocks are fairly limited (depending on geographical location and other factors explained below). 
According to estimates, approximately 90 million slurries and manures are produced each year at UK farms, but availability of livestock slurries/manures is not even across the country, so in some cases these feedstocks would have to be transported over large distances to be made available at the place where the plants are located. It is therefore likely that there will be extra significant financial costs associated with transporting heavy feedstocks along considerable distances and with storing those feedstocks on site.  Also, the use of slurries and manures at this scale would make it very difficult to build efficient and economic developments. Plants would have to be much larger and would require significant quantities of manures and slurries to provide equivalent biogas yields.
Slurry and manures typically contains low levels of biogas energy per fresh tonne.
As highlighted already above, it is not cost effective to transport cattle/diary slurry more than a few miles to feed an AD plant due their inherent low biogas yield. Although there is potentially a considerable amount of slurries and manures generated in the UK, the cost of transporting it would be prohibitive, which would massively reduce the overall tonnage of farm based manure that is actually available. For example, a member highlighted that the South West of the country has significant volumes of slurries and manures, but East Anglia has very limited slurries and manures available. Increasing the 50% proportion for farm-based plants would drive up the transport distances that these residues will travel. In addition, it could create a perverse incentive that could result in AD plants having to buy slurries and manures to make up the minimum percentage. 
Poultry manure can contain the highest biogas energy levels per fresh tonne but it also contains relatively high nitrogen levels. These could inhibit the AD process, so need to be balanced with a low nitrogen high carbon feedstock that can maintain the stability and energy output of the AD plant. These are the fundamental reasons why energy crops are needed to complement residues and wastes at agricultural plants. 
Alternative feedstocks will need to be found by AD developers and operators – e.g. from production processes or from agriculture – however many of these feedstocks (for example straw or other grassy and woody energy crops) are not easily digestible and would require additional pre-treatment, and therefore additional capital and operational costs, before they can be digested effectively.  
As highlighted in this report published by BEIS, there are different technology options available to pre-treat feedstocks with a high lignocellulosic content, but there is still much uncertainty on their efficiency, reliability and capability to work at scales appropriate to AD sites. 
Also, some types of residues are often subject to spot market pricing changes and it is extremely important that AD plants have the ability to secure these feedstocks when they are available. At present, Ofgem’s Fuel Measurement and Sampling approval process is creating a significant barrier to the uptake of new feedstocks at AD plants, so this will need to be addressed to encourage wastes and residues uptake at AD plants. 

##add consideration that there is no need to include a threshold at all, as given the economics of farm-based plant we are unlikely to see higher proportion of crops as this would not be viable given the cost of crops### 

3.   Benefits of rotational energy crops and regenerative farming with AD
It is also important for Government to recognise the benefits that are brough to farming businesses from the integration of AD cropping into arable rotations, by providing robust rotational options, local markets and opportunity for improving soil health and biodiversity. It is important to recognise that, when grown sustainably, in line with good practice and high environmental standards, crops grown for use in AD plants in combination with wastes and residues can have a really positive effect on the wider farmed environment e.g. rotational benefits, broader agronomic benefits, soil carbon and soil health in arable intensive areas of the UK where organic matter is less readily available.  
We are pleased to see that in the consultation document Defra recognises that ‘energy crops can be incorporated into arable locations as cover crops’, and that ‘where appropriate, such approaches would integrate energy and food production and could bring additional benefits to agriculture and the rural economy’.
AD operators’ and growers’ experience shows that when energy crops are grown sustainably and to high standards, in rotation with food crops, this will bring significant environmental and economic benefits to the farming system. However, we understand that industry need to be able to demonstrate that best practise has been adopted in the production, harvest and storage of energy crops.
[Members to provide feedback /evidence here on all the benefits or information about sustainable crops / regenerative agriculture etc.].
If BEIS and Defra need more assurance that AD cropping is carried out in an environmentally sustainable way that benefits farming and does not negatively affect food production, we would recommend that an independent certification scheme for growing rotational energy crops is developed by industry or an independent established body. We would like to point out that similar schemes are already in place and it would not be difficult to adapt them to include AD rotational cropping. For example, LEAF (Linking Environment And Farming LEAF is an organisation working with farmers, the food industry, scientists and consumers, to encourage and enable sustainable farming that is prosperous, enriches the environment and engages local communities. They own the LEAF Marque Standard, an assurance system recognising more sustainably farmed products and standing for more environmental sustainability. It is held by farm businesses which meet their rigorous standards of sustainable farming practice. LEAF Marque certified businesses have been independently verified against the robust LEAF Marque Standard. LEAF Marque certification is third party verified by LEAF Marque approved and accredited Certification Bodies (CBs). 
A similar standard for growing crops for AD could be developed in collaboration with LEAF or could be integrated within their LEAF Marque Standard.  The Code of practice for growing energy crops could be included within the standard and updated if required. This standard was developed by industry to minimise any environmental risks from growing crops and has been adhered to by the biogas and biomethane sector.     

4.   Regenerative farming with AD rotational cropping can deliver public goods under the future Defra’s farming policy
Defra is developing a new farming policy that will only reward farmers for delivering public goods. In February 2020 Defra released a Consultation and policy discussion document to set out the initial proposed design for the replacement of CAP – the Environmental Land Management Scheme (ELM). Although the consultation is currently on hold due to COVID-19, we expect the consultation to be re-instated at some point in the near future. 
The design sees the Department move from one broad scheme, to offering one with three distinct tiers. It is proposed that Tier 1 in particular will be targeted at the majority of farmers, with payments being given based on uptake of methods that promote environmentally sustainable farming and forestry practices. Tier 2 will support land managers in delivering locally targeted environmental outcomes, which focus on local priorities, and Tier 3 will be designed to enable delivery of ‘landscape scale’ land use change projects.
As already highlighted above, AD of manures or other wastes and residues combined with rotational cropping, where this is done in line with best practice and high environmental standards, will deliver environmentally sustainable farming practices including nutrient management (including manure management), soil management (including soil organic matter content) and field cover (such as cover crops and rotations). Not only these practices will not have an impact on the land, but they will also have numerous environmental benefits as described above. 
In addition, the European Commission has recently adopted its Biodiversity strategy for 2030 and the Farm to Fork Strategy. These strategies are key pillars of the EU Green Deal and are essential to recognise the contribution of biogas and biomethane to sustainable farming and the protection of biodiversity. Crop rotations, significant reduction in the use of pesticides and inorganic fertilisers will be key measures to deliver these strategies and anaerobic digestion of waste and residues combined with rotational crops can deliver on all three of these measures. 
## need to add reference to France where rotational crops are not regarded as energy crops but can be classified as wastes ‘### 
In summary, a joined up and coherent strategy across Government Departments is needed to ensure the benefits highlighted above are adequately recognised and that the Government’s objectives to decarbonise the heat, agriculture and waste sectors are met.
We therefore ask that a clearer and stronger link should be established between BEIS’ policy on green gas and Defra’s new farming policy, which highlights the role of bioenergy crops in delivering both policies. 
[bookmark: _Hlk42164149] 
5.  Alignment with transport policy in terms of feedstocks (RED II Annex IX Part A and Renewable Transport Fuel Obligation)
BEIS’ policy on biomethane currently limits the RHI payments issued for eligible biomethane where less than 50% of the total biogas yield (by energy content) is derived from wastes or residues. The limitation of the payments is calculated by reference to the biogas yield (by energy content) that is not derived from wastes or residues. This is not aligned with European and national policy on transport for the reasons set out below. If BEIS wish to maintain this threshold, we would suggest that the limitation of the payments should be calculated by reference to the biogas yield (by energy content) that is not derived from:
· waste, and residues, and
· any other feedstocks listed in Annex IX Part A of RED II and low-ILUC risk feedstocks. 

Annex IX Part A of RED II 
Under RED II, feedstocks listed in Annex IX Part A may be considered to be twice their energy content when considering their share (i.e. they can be double counted). This is because RED II seeks to encourage the production of advanced biofuels made from these feedstocks. In addition to wastes and residues, for example, this list included dedicated non-food energy crops. 
In addition, the contribution of advanced biofuels and biogas produced from the feedstock listed in Part A of Annex IX  as a share of final consumption of energy in the transport sector shall be at least 0.2 % in 2022, at least 1 % in 2025 and at least 3.5 % in 2030. 
Annex IX Part A is currently in the process of being reviewed. The European Commission (DG ENER) has recently asked a consortium led by E4tech to assist them in the evaluation of biofuel feedstocks, which could be added to Annex IX of RED II. As a result of this review, it is possible there will be more wastes and residues as well as other sustainable non wastes and residues added to the list. The process will not remove any feedstocks from the list.
The amended RED gives the option to exclude dedicated non-food energy crops which have been grown on contaminated or degraded land from the limit on crop based biofuels. 

RED II and low ILUC risk biofuels 
The Commission Delegated Regulation (EU) 2019/807 supplements the Directive with criteria to certify low ILUC (Indirect Land-Use Change) risk biofuels, bioliquids and biomass fuels from feed and food crops. Criteria are laid down in Art. 5, while Art. 6 regulates the auditing and verification requirements for certification. 

Renewable Transport Fuel Obligation (RTFO)
The RTFO seeks to encourage the development of waste-based and sustainable advanced fuels, while limiting the use of fuels made from “relevant crops”. Relevant crops are basically food crops (starch-rich crops, sugars, oil crops and main crops) and the definition in the RTFO is reproduced in full below[footnoteRef:4].  [4: “relevant crops” means starch-rich crops, sugars, oil crops and main crops, where “starch-rich crops” include -
cereals (regardless of whether only the grains are used or the whole plant);
tubers and root crops, including potatoes, Jerusalem artichokes, sweet potatoes, cassava and yams; and
corm crops, including taro and cocoyam,
but feedstocks listed in Annex IX of the directive are not relevant crops;
] 

Currently under the Renewable Transport Fuel Obligation waste feedstocks are double counted in their contribution towards meeting the obligation, as they typically provide greater GHG savings compared to other feedstocks. 
The policy addresses the ILUC by capping the amount of biofuels made from “relevant crops”.  This is known as the “crop cap”.  It is set at 4% in 2020 and falls incrementally to 2% by 2032. Feedstocks listed in Annex IX of RED II, are not “relevant crops”.
We understand that the Renewable Transport Fuel Obligation RTFO) is an entirely different policy scheme governed by a different Government department, however we believe there should be more alignment between the two policies on the theme of feedstocks. All wastes and residues as well as other feedstocks listed in Annex IX Part A of RED II and any feedstock certified under Commission Delegated Regulation (EU) 2019/807 (as low ILUC risk) should be encouraged.  Under the RTFO the former are double counted and the later are not subject to the crop cap.  
Our key recommendations to BEIS in response to question 9 are: 
· The 50% minimum percentage of wastes and residues should not be changed for the reasons set out above.
· We would also ask that BEIS redefines what is counted towards this percentage (ie the calculation of the biogas yield produced from feedstocks that are non wastes or residues: 
· for the purpose of that calculation, there should be no limitation on payments on biomethane made from wastes, residues and any other feedstocks that are ‘not relevant crops’ as per the RTFO, or that are included in the Annex IX of RED II part A, or are certified as low ILUC risk feedstocks  
Another option, perhaps simpler, would be for BEIS to specify exactly what crops they do not want to encourage and given that AD plants are going to switch from the RHI to the RTFO in the future, it is important that the two schemes are aligned ie the GGSS scheme could state that biomethane producers can derive no more than 50% of their yield from relevant crops, as defined by the RTFO. 

Some members have suggested that BEIS should exclude from the calculation any crops that are grown according to high standards and good agricultural practices [ie a LEAF Marque standard or equivalent assurance scheme delivered by an independent organisation, to provide assurance that crops are grown in a sustainable way]. However, this is not aligned to the transport policy, so it would be more difficult to justify. In addition it would probably not address the Government’s key concerns around competition for land used for food crops ie the 50% crop limit was mainly introduced to ensure land was not being taken away from food production for energy production. The LEAF scheme and any other environmental scheme is to ensure the crops are grown sustainably so it would not address Government concerns. 
Members feedback on all the above considerations are sought. 

Constraints on liquid feedstocks 
As a final but important point, the RHI currently places a constraint on the acceptance of any liquid feedstocks that are not classified as wastes (Regulation 41). Excerpt from the regulations:
‘A participant use biogas produced by AD may only use biogas that is made from one or more of the following feedstocks:
· Solid biomass
· Solid waste
· Liquid waste’
This renders ineligible any liquid waste that is not classed as waste. This text has significantly constrained the use of liquid feedstocks at AD plants that clearly sustainable and should be encouraged. Mention some examples here ###. 
REA and other trade associations, as well as Ofgem, have raised this regulatory matter to BEIS on a number of occasions. In addition, there are discrepancies between different schemes, as this constraint applied under the RHI scheme, but not under the RO and the RTFO schemes. 
It is therefore paramount that restriction is lifted.   
Sustainability criteria 
10. In light of recent amendments to sustainability criteria in the RED II, do you have any views on whether the UK should look to take into account similar changes for the Green Gas Support Scheme? 

Annex VI of RED II (Rules for calculating the greenhouse gas impact of biomass fuels and their fossil fuel comparators) include the GHG emission default and typical life-cycle GHG emission values and saving for different biomass fuel production pathway and the fossil fuel comparators across power, transport and heat. 
The new RED II comparators for biomass fuels (biogas and biomethane) are:
· Heat: 80 gCO2e/MJ
· Transport: 94 gCO2e/MJ
· Power: 183 gCO2e/MJ
The minimum required GHG savings, taken from Annex VI, are shown in the table below, along with the new GHG thresholds that biogas and biomethane would have to meet when used in power, heat and transport. 

	
	Transport biofuels
	Heating and cooling
	Power

	Plant operation start date
	Min GHG Saving (%)
	GHG threshold (g CO2e/MJ)
	Min GHG Saving (%)
	GHG threshold (g CO2e/MJ)
	Min GHG Saving (%)
	GHG threshold (g CO2e/MJ)

	Before October 2015
	50%
	47
	-
	-
	-
	-

	After October 2015
	60%
	37.6
	-
	-
	· 
	-

	After January 2021
	65%
	32.9
	70%
	24
	70%
	54.9

	After January 2026
	65%
	32.9
	80%
	16
	80%
	36.6


Following a Freedom of Information request from the REA, in October 2019 Ofgem supplied to the REA an extensive, anonymised dataset including the lifecycle average GHG emissions values for all the consignments of biogas and biomethane registered under the Renewable Heat Incentive (RHI) scheme. These include 12,9133,578 consignments (10,291 for biogas from AD, and 2,346 for biomethane). 
Under the RHI scheme each consignment of fuel needs to meet a GHG limit of 34.8 g CO2e per MJ of heat generated or MJ of biomethane injected (125.28kg CO2 equivalent per MWh). This represents a 60% GHG saving on an EU fossil heat comparator of 87 g CO2e/MJ. 
For consignments of waste-based biogas and biomethane, producers do not have to report the lifecycle GHG emission values as these are seen as sustainable and therefore deemed to have met the GHG emission criteria. Therefore, the database included only consignments of biogas and biomethane from crops like grass silage, sugar beet, maize, rye and wheat as well as residues such as glycerol and whey permeate. The data is therefore useful as an indicator of the greenhouse gas reduction potential of agricultural AD but does not reflect the full GHG emission reduction that the industry is currently achieve due to the way the current reporting requirements have been put in place. 
	Total Number of biomethane consignments where GHG emissions have been reported in the dataset = 3578 
	GHG emission threshold
	Number of failed consignments 
	Percentage of failed consignments 

	60% savings required compared to current EU Fossil Fuel Comparator (87 g CO2e/MJ ) Current EU Fossil Fuel Comparator = 87 g CO2e/MJ / 60% savings required 
	34.8 g CO2/MJ
	45
	1%

	70% savings required 
from 2021 in RED II compared to heat comparator (80 g CO2e/MJ)RED II Heat comparator = 80 g CO2e/MJ /
70% savings required 
from 2021 g of CO2 eq per MJ
	24 g CO2/MJ
	1074
	30%

	80% savings required 
from 2026 in RED II compared to heat comparator (80 g CO2e/MJ)RED II Heat comparator = 80 g CO2e/MJ /
80% savings required from 2026g of CO2 eq per MJ 
	16 g CO2/MJ
	1638
	46%

	Source: Official data of all UK biomethane plants supported through the RHI provided by Ofgem to the REA in October 2019, following a FOI request 


The above table shows that if the GHG emission threshold in the future Green Gas Support Scheme is aligned to RED II Annex VI, a significant proportion of biomethane consignments, for which lifecycle GHG emissions have been calculated according to the current methodology, would fail. 
However, there are a number of ways the lifecycle GHG emissions from biomethane plants can be improved, which we detail below: 
· The methodology to calculate the lifecycle GHG emissions should be improved to recognise a number of benefits from AD or best practice techniques that are currently unaccounted for, the lifecycle GHG emissions have the potential to be lower. This would encourage the sector to deliver best practices and deliver minimum or event negative GHG emissions if confident that these are recognised within the methodology; and 
· Averaging of consignments to calculate lifecycle GHG emissions against the target should be allowed in line with RED II.

Averaging of consignments 
Under the Renewable Heat Incentive, supply chain emissions for AD must be calculated for each individual consignment and, as such, any consignment that does not meet the GHG threshold will not receive support under the scheme.  However, the Renewable Energy Directive II adopts an alternative approach where lifecycle GHG emissions can be averaged across feedstocks. This is based on the fact that the use of manures in combination with maize is required to achieve GHG emission savings greater than 70% (a JRC report indicates that 70% GHG savings are only possible when maize and manures are mixed (JRC, 2014).
It is absolutely crucial that this approach is adopted in the UK, if the GHG emissions thresholds are made stricter. 
This approach would also encourage the digestion of wastes or agricultural residues such as slurries with non-waste feedstocks. As wastes are currently exempt from GHG criteria, there is not a clear incentive to use them alongside crops. 
[is it worth to mention the system in place under the RO? From Paul Adams’ paper: It is inevitable that some consignments may fail BSC due to issues such as poor weather and low crop yields. The averaging of GHG emissions across the year has been implemented under the RO in order to recognise that some consignments of biomass could through no fault of the generator exceed the GHG threshold (DECC, 2014a). This is subject to the provision that the consignment of biomass must not exceed an overall ceiling, i.e. an upper GHG limit. …. By introducing a ceiling and averaging it is possible to limit the use of consignments with high GHG emissions, whilst still encouraging overall emissions to be below the average threshold.’]

Changes to the methodology   
A number of technical papers have been published to highlight all the methodological issues of the current methodology set out under the RHI to calculate the lifecycle emissions of biogas and biomethane consignments. The most recent of these papers can be found here and here. 
Digestate should not be regarded as a fuel 
According to the current methodology when co-products are produced, upstream emissions are allocated between different products based on their energy content of each co-product. For digestate this means measuring the energy content of this product as if it was to be used as a fuel. 
In most cases digestate is not used as a fuel, but rather as an organic fertiliser that is applied to land replacing the need for energy intensive inorganic fertilisers. 
Recognition of the fertiliser value of digestate is crucial to a viable, long term industry. Policy needs to be developed that incentives both renewable gas and nutrient-rich organic fertiliser. 
Key excerpts from this paper below (Paul Adams et al, 2015).  
‘The current methodology does recognise digestate as a co-product, nonetheless with the BCC default models 100% of emissions are effectively allocated to biogas (OFGEM, 2014d). Moreover there is no clear guidance from policy-makers on how to perform the allocation calculations, or valid justification on why energy allocation is appropriate. This is an issue for many operators who will distribute digestate to different farms for use on a variety of both food crops and AD feedstocks. An additional complication is how to assign an energy value to digestate. Using the LHV is required by legislation, but this approach doesn’t value the nutrient content and potential yield improvements of digestate application (WRAP, 2012). Policy-makers have not provided guidance on how to calculate the LHV of digestate, whether to include the enthalpy of vaporisation, or given a default value. The use of LHV is more appropriate for energy co-products as digestate has limited primary energy value, particularly in liquid form (OFGEM, 2014d). It could be more suitable to use a credit for synthetic mineral fertiliser displaced, in a similar approach to credits for excess co-generated electricity or CCR (EC, 2009a, 2010a; OFGEM, 2014b). Fertiliser credits could be determined by using the nutrient content and availability of digestate and would remove the need to perform allocation by assigning a value to digestate based on the ability to offset synthetic mineral fertilisers. It is concluded that energy allocation is not appropriate for allocating emissions to digestate.’

Techniques to minimise emissions from cultivation should be recognised 
According to the above paper, around 50% of the emissions from cultivation are linked to soil emissions and these are typically these are divided into direct and indirect N2O emissions. The use of nitrification inhibitors (NIs) and fertiliser nitrogen application timing could be useful strategies to help reduce these emissions. The use of such strategies should be recognised in the methodology. 

Do members agree with the considerations above? Are there other methodological issues that should be addressed? 

Practices that can help mitigate GHG emissions 
For AD, these are some examples of the practices that should help improve the lifecycle assessment figures for biomethane, all of which should be accounted for in the methodology:
· Good practice application of digestate to replace carbon intensive fertilisers 
· Covering digestate stores to minimise GHG emissions (and ammonia) in line with best available techniques set out in COGAP 
· Ensuring digestate is spread with low emission spreading techniques in line with best available techniques set out in COGAP
· Use of best available technology to avoid minimise methane emissions or leakage from both biogas production and upgrade
· Processing digestate to reduce the potential for emissions  
· Capture of pure CO2 / CCUS for storage or use in a range of markets 
· Co-digestion of agricultural and industrial residues and crops with slurries/manures 
· Strict sustainability requirements for crops (e.g. improved agronomic practices to maximise yield/energy output and reduce use of artificial fertilisers)
· Optimised on farm digestate management and use of strategies to minimise direct emissions from soil cultivation 
· Combination with green hydrogen to produce methane through in-situ or ex-situ methanation
· Soil carbon sequestration through the use of sustainable farming practices 
Can members provide feedback on any other examples they want to include above?
The RED II recognises that soil carbon sequestration should be included in the calculation of the lifecycle GHG emissions of biofuels. 
Annex VI Part B 6states: ‘For the purposes of the calculation referred to in point 1(a), emission savings from improved agriculture management, esca, such as shifting to reduced or zero-tillage, improved crop/rotation, the use of cover crops, including crop residue management, and the use of organic soil improver (e.g. compost, manure fermentation digestate), shall be taken into account only if solid and verifiable evidence is provided that the soil carbon has increased or that it is reasonable to expect to have increased over the period in which the raw materials concerned were cultivated while taking into account the emissions where such practices lead to increased fertiliser and herbicide use ( 1 )’. 
Then later on: ‘For the purposes of the calculation referred to in point 1(a), greenhouse gas emissions savings from improved agriculture management, esca, such as shifting to reduced or zero-tillage, improved crop/rotation, the use of cover crops, including crop residue management, and the use of organic soil improver (e.g. compost, manure fermentation digestate), shall be taken into account only if solid and verifiable evidence is provided that the soil carbon has increased or that it is reasonable to expect to have increased over the period in which the raw materials concerned were cultivated while taking into account the emissions where such practices lead to increased fertiliser and herbicide use (1 ).
…
Measurements of soil carbon can constitute such evidence, e.g. by a first measurement in advance of the cultivation and subsequent ones at regular intervals several years apart. In such a case, before the second measurement is available, increase in soil carbon would be estimated on the basis of representative experiments or soil models. From the second measurement onwards, the measurements would constitute the basis for determining the existence of an increase in soil carbon and its magnitude.’
Therefore, provided that a robust and credible framework is developed to measure soil carbon sequestration and this is recognised in the life-cycle carbon accounting methodology for biomethane production, this would with no doubt play an important role in mitigating GHG emissions and drive good agricultural practices. 

Methane slip 
The consultation makes no mention of methane slip. BEIS should put in place tighter requirements on methane slip to promote industry good practice. We would recommend that one of the requirements for plants funded under the Green Gas Support Mechanism should be to introduce mandatory testing and reporting of methane emissions and potentially a maximum allowable methane slip. 

Do members agree with this?

The EBA has recently published an information sheet titled ‘Methane emission mitigation strategies’.
 
The European Trade Association acknowledges greenhouse gas (GHG) emissions such as methane can be emitted into the air from biogas plants, due to leakages or special events in operation. The information sheet summarises potential emission sources from AD plants and explains how to minimise those emissions. Additionally, several ongoing initiatives for reducing methane emissions in European biogas sector are introduced. 
Please download the information sheet here. 
· REA should consult with members on whether asking for a tightening of the Sustainability Criteria should be encouraged or not. 
· If a tighter Sustainability Criteria were to be introduced then there should be recognition of wider carbon benefits through carbon capture, methane abatement of manures/slurries, use of digestate and wastes. Do members agree with this?

#we need to add thta that RED II GHG calculation includes an input for emissions from transport and distribution of the fuel (which comes from methane leaks in the grid) whereas the current RHI calculation is only up to the point of injection. Under the RTFO you have to include the transport and distribution and the default value is 0.15% methane leakage. Compared to 1% from the tanks and 1% from the upgrading its not that significant. #

UK’s plans to implement RED II provisions re Guarantees of Origin
A “Guarantee of Origin” (GoO) is defined in Article 15 of the Renewable Energy Directive (RED). RED I only referred to GoO for renewable electricity, whilst in RED II the word electricity has been replaced with energy meaning that GoO now apply to renewable gas. Therefore, there will “officially” be GoO for gas in Europe.
RED II (article 19) states that member states must appoint a single competent authority to issue GoO for gas. The GoOs that are issued must conform to the requirements of RED II which references conformity with a standard called CEN 16325. Finally, gas GoO/Certificates are in a period of major transition but when the dust settles there will a standardised GoO system across the EU.
BEIS Brexit team have said to the REA that ‘As the transposition deadline for the Renewable Energy Directive 2018 (“REDII”) falls outside of the transition period agreed with the EU under the Withdrawal Agreement, our expectation is that the UK would not be required to transpose REDII requirements, and the UK Government has no plans to change the arrangements for issuing gas GOOs in the UK at this stage. Going forward, the situation will depend on the nature of the free trade agreement negotiated between the UK and the EU and will be kept under review.
UK REGOs will continue to be recognised by EU Member States until at least the end of the transition period (31 December 2020). After that point, the situation will depend on the outcome of EU FTA negotiations.
EU REGOs will continue to be recognised by the UK. This will allow electricity suppliers in the UK to continue to use EU REGOs as well as those issued in Great Britain and Northern Ireland to comply with their fuel mix disclosure obligations, and ensure that existing supply contracts are not compromised, insofar as these contracts depend upon Guarantees of Origin. This position will be kept under review.
We will continue to engage with the REA and other stakeholders as the nature of the UK’s FTAs with the EU and other third countries becomes clearer and our thinking evolves. 
The uncertainly about RED II and trade barriers is currently creating uncertainty for Renewable Gas GoOs (ie Green Gas Certificates) and REGOs. Members of the REA involved in the green gas supply chain need certainty around this revenue stream and would clearly benefit from keeping trade open. 
BEIS should put in place an agreement between the UK and EU “on mutual recognition of guarantees of origin issued in the Union” – as per RED II Article 19 clause 11, in light of the potential damage than being cut off from European customers could have on the certificate market and the value of the certificates.
Do members have feedback on the above response? 

Feedstock reporting 
11.  Do you have any views on how the feedstock reporting process for biomethane should be amended compared to the existing RHI requirements?  

Under the current regulations and protocols, Ofgem requires biomethane plant operators (and other eligible technologies) to implement fuel measurement and sampling (FMS) procedures to determine the renewable output eligible for RHI periodic support payments. These procedures detail the agreement with applicants of suitable procedures for the measurement and sampling of their fuels.
FMS procedures must be agreed at the point of application for accreditation and may need to be amended where a new fuel or consignment is used or where a material change has been made on site affecting the agreed procedures.
Ofgem can only make RHI payments on heat (or biomethane) from renewable sources, so they would not make a payment until they have reviewed and approved the revised FMS procedures. However, this is a lengthy process that can take several months and is not working for the industry, especially when they wish to take a consignment of a new feedstock and this is going to be measured and sampled in line with existing procedures. This is actively discouraging participants to use alternative or novel feedstocks.

What is not working?
Feedstocks which could prove valuable and productive for AD cannot be taken because they are not part of the existing FMS and have not been approved by Ofgem.
New or alternative feedstocks are being found through supply chains where there is a temporary oversupply, such as the animal feed sector and specifically residues, such as Trafford Gold, wheat husks, syrups, and other suspended solids or liquid feeds.
Wastes and residues are often available only for short periods so the AD sector needs to be dynamic if it is to maximise the use of these more sustainable feedstocks.
These feedstocks are also subject to spot market pricing changes and it is extremely important that AD plants have the ability to secure these feedstocks when they are available.
There needs to be a more streamlined and consistent approach to allow for more flexibility in an ever increasingly complex supply chain and feedstock market. Ultimately, if the policy wants more use of waste and residue and transition away from more intensive feedstocks then the approval system for FMS needs to be transparent and efficient.
 
Proposed solution
We would recommend a combination of the following approaches:
· Clearer guidance issued from the regulator on the classification of feedstocks    
· Ofgem should have a full list or register of all the approved feedstocks
· (e.g. similar to the BSL list but for feedstocks): this should be made publicly
· available. Although we recognise there may be some degree of variation amongst the same feedstocks across different sources, an AD operator should not go through an approval process if the same feedstock has already been approved 
· There should be alternative rules for new feedstocks in low quantities (i.e. not requiring an FMSQ if the output is less than 2 - 5% of total energy output). 
· FMS approval procedures should be expedited – there should be a clear timeframe for Ofgem approvals which takes into account of the commercial realities of AD plants
· Ofgem approval process could be entirely replaced by an assessment from an independent auditor (e.g. a person not connected to the company. It could be the same person as the sustainability auditor). For example, an amendment to the FMS (e.g. for a new feedstock) could be signed off by an auditor and could be submitted to Ofgem.  
· Allow participants to have a much wider choice of feedstocks on the FMS (even though they may not use them immediately). Remove the ‘review period’ for Ofgem and have a predefined list of feedstock categories. There have been cases where Ofgem have rejected an FMS because a used added lots of feedstocks. So Ofgem are actively managing this to ensure only feedstock that definitely will be used are added to the FMS. This is an unnecessary restriction. 

Feedstocks audits
A member that has biomethane plants registered under both, the RHI and the RTFO, have said that inconsistencies in the classification of feedstocks under the two schemes causes significant extra administrative burden, as it means two separate feedstocks audits will have to be carried out under the two schemes. Feedstock audits under the two schemes should be aligned. See also our response to question 9. 

Digestate
12. What measures and technologies exist for reducing ammonia emissions from digestate and what are the barriers to their widespread deployment? 

BEIS is consulting on the possible measures of ammonia reduction from AD plants. REA proposes the following:
· Highlighting to BEIS that reduction in ammonia technologies will lead to increase in costs of AD plants. 
· However, it does support making it mandatory to cover all forms of digestate storage (however noting there are various forms of ‘cover’ and that some are more financially viable than others). EA’s current position (which they have said will be backed up by published guidance) is that ‘covered’ can mean a wide range of things. In part this is a position they have been persuaded to accept given the expense/safety implications of retrofitting the most obvious single cover over the whole lagoon thing. So it would be good to understand whether BEIS/EA/Defra would come to the same position if the thing is new and therefore this pragmatism in the face of existing plant doesn’t apply. 
· See also below considerations about storage capacity for digestate 
· Do members agree with this approach?

Based on members’ feedback, we have listed below some broad categories of strategies that can be used specifically to minimise ammonia emissions at different stages: 
· Before and during digestate storage: ammonia stripping
· During storage: store cover, acidification 
· During application: low trajectory spreading, acidification

However, members noted that in all these cases the key barrier to the uptake of these strategies is the associated cost. 

Use of low-emission spreading equipment and digestate covers 
As already highlighted in our answers to questions 4 and 5, according to the Defra’s Clean Air Strategy Defra will require digestate in England to be spread using low-emission spreading equipment by 2025, and digestate stores to be covered by 2027 (but both of these measures may be phased in earlier). There will be a full public consultation before decisions are made as to the types of covers required and the date they will be required from. A range of acceptable covers are currently described in Defra’s Code of Practice to minimise ammonia emissions but these come at a range of costs. These two measures are clearly seen as key by Defra to minimise ammonia emissions and should be adopted by the sector. 

Sufficient provisions for storage 
Defra’s Code of Practice for reducing ammonia emissions also highlights the importance, in relation to the spreading of organic manures, of ensuring there is enough well-maintained storage to be able to spread slurry (including digestate) only when the crops will use the nutrients. This is key to minimise ammonia emissions. Adequate provisions for storage at AD facilities (or off site storage facilities) are therefore instrumental to ensure digestate is applied at the right time of the year and to prevent ammonia emissions from its application. Again, this comes with significant capital costs. 
We would suggest that, as a minimum, plants that are supported through the new Green Gas Support Scheme should have sufficient storage provisions in place - either on-site or off-site - for the digestate they produce to ensure it is only applied when there is a crop nutrient requirement (in line with Defra’s Farming Rules for Water). Also, digestate storage should be covered in line with Defra’s Code of Agricultural Practice for reducing ammonia emissions. These requirements would also be in line with the reviewed environmental permits that will be issued by the EA and their soon to published guidance on ‘Appropriate measures’ for the biowaste treatment sector. Do members agree with this statement? 

Ammonia stripping
Ammonia stripping and other technologies to enhance digestate are certainly an option and may be necessary at some AD plants with storage or landbank constraints to reduce digestate volumes as well minimise ammonia emissions. 

There are several case studies of plants that have adopted these techniques oversea (for example in Germany). However, there are very few examples in the UK mainly due to the cost of employing these technologies. 
[bookmark: _Hlk42541834]Case study: The Tully Centralised Anaerobic Digestion Plant designed and built by Nature Energy where ammonia stripping technology of ByoFlex® is employed to allow the plant to use, as feedstock, up to 100% poultry litter.
This plant separates out the solids and then takes out the water using vacuum evaporation. They then use sulphuric acid (H2SO4) to remove the ammonium nitrogen (NH4) as ammonium sulphate (NH4)2SO4. The resulting clean water is sufficiently clean to be discharged.  
However, in the experience of some members this is being done successfully where farm-based materials are digested leaving a lot of fibre in the digestate. This makes separation reasonably straightforward. On the other hand, it is more challenging to separate the solids in food-based AD plants, where input materials are more digestible with maceration being part of the process. The issue of plastic contamination means that fine screens are frequently included at the back end. The overall effect is that the solids in food based digestate are very small. These members have had great difficulty of achieving any significant degree of separation even with polymers. 
Evaporation technologies 
Other members have also mentioned evaporation technologies such as (Mechanical Vapor Recompression) MVR, like EPCON’s technologies, which are suited to manage the nitrogen (N), Phosphorus (P) and Potassium (K) output options (e.g. to focus more on N than P or K). Examples are included in the Appendix 1, but please note that this list is not exhaustive.

[Members are welcome to provide more examples that can be included]. 
Up to date, the business case for employing these technologies on site has not been seen as viable, however as regulations on storage, and application of digestate become stricter, the business case for these systems may start to become more attractive. 

[Members are welcome to expand on the considerations above]. 
Regulatory constraints 
In addition to the economic barrier, it should also be noted that there are significant regulatory constraints that restrict processing of digestate, particularly for waste-based AD plants. Both the Quality Protocol for Anaerobic Digestate and BSI PAS 110 specification for digestate do not include further processing of digestate after separation within scope. 
The consequence of this is that if any processing or further treatment of digestate is carried out after separation, the resulting output will have a waste status and therefore will need to be handled as a waste ie the outputs will need to be stored and spread under waste regulatory controls, placing a significant extra burden on AD operators. This acts as a disincentive for AD developers and operators to consider options for processing digestate after separation. 
If Defra are looking for further treatment of digestate – e.g. ammonia stripping or evaporation techniques - as one of the options to minimise ammonia, then it is paramount that this regulatory barrier is overcome and both, BSI PAS 110 and the ADQP, are amended to allow these processes and also allow further innovation to happen. Reverting to waste status would be a retrograde step and could be threat to the viability of the industry. The additional costs of these systems need to be properly reflected in the tariff levels provided under the Green Gas Certification Scheme. 
In summary, strategies to minimise ammonia emissions do certainly exist but the significant extra costs and regulatory issues associated with processing of digestate have so far acted as a strong disincentive to adopt such strategies. 
It is important that a joined-up approach is taken across the environmental regulators, Defra and BEIS to ensure AD plants can be designed and built in line with best practice and can maximise value and minimise environmental impact with no constraints coming from regulations.  

13. What are the reasons for the lack of commercial demand for digestate and how can the market for digestate be strengthened? 
Definition of commercial demand 
According to our members’ experience, most farmers tend to appreciate the value of digestate because of its fertiliser value and the water content, this value does generally not outweigh the costs of storing, transporting and spreading it.  
A member noted that the answer depends on the definition of ‘commercial’. He noted that there is evidence that farmers like digestate – it is a source of readily available nitrogen and (important in a dry spring) water, and benefits to crops from digestate use are widely acknowledged. However, the inherent nutrient content of digestate means that transport, storage and application costs can (when considered together) be greater than the fertiliser replacement value of the material. This is an innate characteristic of liquid digestates – and is just as true of pig and cattle slurries.  So, although there is undoubtedly a willingness to pay for digestate, these fees are in many cases unlikely to cover the whole costs of supply.  Does this render digestate non-commercial?
It should also be recognised that most digestates are produced on farms, from agricultural materials – the resulting digestates can be incorporated into farm nutrient planning in the same way that other organic manures are.  Since such use is likely to involve transactions between different parts of the same business, digestate will not be intended as a profit centre.  Only a minority of AD facilities process biowaste materials, and only a sub-set of these are divorced from available landbank. It is this small sub-set that faces the most significant supply challenges – and there are currently no commercial technologies that address the fundamental ‘problem’ that digestate is mostly water; by commercial in this context it is meant technology that can process digestate to a point where the resulting outputs have sufficient value to offset the investment associated with the technology. 
Another member based in Scotland highlighted that there isn’t a lack of commercial demand for digestate in Scotland and consistently experience a healthy demand. Spring demand outweighs production by 100%, therefore improvements in winter storage would assist and is something which they are working towards. This member consultant, however, would not recommend additional restrictions for digestate that are not in line with the normal fertiliser guidelines as this would discourage the use of digestate. Additional precautions or limits on one product tends to diminish market confidence.
· In summary, there is often demand for digestate, but its innate value does not always cover the logistics’ costs associated with its application to land. 

Storage issue
Another member noted that storage is a fundamental issue for some plants. For example, at the moment there is a drought and demand for digestate significantly outstrip supply. This issue is due to the fact that several plants have been built without or with little storage ie they don’t have enough storage to supply the digestate at the time of most demand. In order to commercialise digestate, AD projects would have to build significantly more storage but this would drive up capex substantially. This additional cost will either need to be reflected in a higher tariff under the GGSS, or funded via grants. A member highlighted that, since lagoons are normally low-risk investments, it may make more sense to fund it via specific grants [can members include some costs here?] The current tariff levels provided under the RHI makes it financially unviable to justify this build. 
· In summary, AD plants should be built with sufficient storage capacity in order to be able to commercialise / market digestate, however this additional cost needs to be either reflected in the level of support provided under the Green Gas Certification Scheme, or supported via separate grants / funding (e.g. Defra’s funding). 

Regulatory barrier: digestate with ‘product’ status cannot be supplied to high value markets such as professional and amateur horticulture 
Quality Protocols (QPs) are end of waste frameworks, recognised by the Environment Agency and used by industry on a voluntary basis to identify the point at which waste, having been fully recovered, may be regarded as a non-waste product. This means the waste derived material can be used in specified markets without the need for waste regulation controls.
The current Anaerobic Digestate Quality Protocol does not allow the supply of digestate to horticulture and other high value markets such as soft landscaping. The AD QP also does not permit digestate processing and only whole digestate, separated liquor and separated fibre can be used in agriculture. 
This has been seen by industry as a significant barrier to innovation on digestate and supply to markets other than agriculture. 
The EA is currently reviewing this and other quality protocols and so this offers an unique opportunity to address this issue and open up the markets for digestate, more in alignment with the EU Fertiliser Regulations. Wording within the AD QP needs to be changed to facilitate the further processing or enhancement of digestate that improves the efficiency of nutrients and retains a product status. Additional designated end markets need to be included to enable operators to achieve higher value markets for their products. The review of the QPs should take into account the wider aims of Government across departments.  ## REA Organics to expand here ##. 

Cost of digestate enhancement 
Other members commented that the technologies available to enhance digestate are generally very costly and don’t provide a guarantee that there will be a market for digestate. The above barriers outlined with the End of Waste position – the Quality Protocol also act as a disincentive to explore digestate enhancement as to do so would revert digestate to being a waste and needing to be used under waste regulatory controls. 

Issues associated with plastics and land contamination 
For food waste based digestates the presence of plastics and contaminants, or the perception that these may be present, is a critical factor that could negatively affect digestate demand and undermine market confidence in these products. The Environment Agency is currently considering reviewing the limit for plastics in digestate in PAS 110/ADQP as well as within the permits. The standard rule permit consultation published at the end of 2019, set a target figure of 0.5% contamination of feedstocks into sites. The outcome of this consultation is yet to be published. Reduction of plastics and contamination requires concentrated effort at all stages in the supply chain, and more focus is needed on the waste producers to ensure the quality of material coming into sites is better. Sites also have a role in ensuring they produce fit for purpose products but this would be easier if the quality of food waste delivered to sites was better. More funding for local authorities to deliver comprehensive education and communication campaigns is needed. Any changes to limits for plastics in digestate should be based on evidence 

In summary, our recommendations to strengthen the market for digestate would be:

· To remove two fundamental regulatory barriers currently in place in the Quality Protocol for digestate: 1) the exclusion of horticulture and other high value markets (including soft landscaping) from the designated markets specified in the Protocol for digestate, and b) the exclusion from the scope of the Protocol (and BSI PAS 110) of digestate treatment processes (e.g. evaporation or other enhancement).
In line with the approach taken in the EU Fertiliser Regulations and in line with the approach adopted in Scotland by SEPA, we would actually argue that there is no need for the Quality Protocol to place unnecessary restrictions on the markets the digestate should be supplied to. 
· To ensure AD plants are built with sufficient storage to meet demand and supply digestate at the right time of the year, when this is needed. The additional cost of this needs to be supported by Government, either via a higher tariff or via specific grants. 

[do members feel we should provide further recommendations?] 

Additional capacity
14. Do you agree with the proposal not to include an additional capacity mechanism within the Green Gas Support Scheme? Yes/No. Please provide evidence to support your response. 

No? 
Any feedback from members on this point? 

Change of scheme participant  
0. Do you have any views on how a change of scheme participant mechanism may differ in the Green Gas Support Scheme to the RHI? Yes/No. Please provide evidence to support your response. 

Members feedback is sought on this point 

Current format very time consuming and inefficient.

BEIS is proposing to introduce ‘a clearer mechanism’ for transferring the scheme registration from one business to an another. Something that is currently not allowed under the RHI. However, they do not explain how this will be done. 
· REA should provide feedback on how this can be achieved, drawing on member’s experience. 
· REA will support this proposed change highlighting the issues members have had in the past. 

Interaction with the RHI 
1. Do you agree with the proposal to not allow any interaction between the RHI and the Green Gas Support Scheme? Yes/No. Please provide evidence to support your response. 

No 
The Scheme should allow expansions from AD plants with CHP supported under other schemes (such as FITs or RO) and under the RHI (for biogas heat). 
Conversion of existing electrical plants to biomethane
Currently there is no specific mention in the consultation for participants of existing AD installations (be it electrical or other) to be able to apply for the Green Gas Support scheme (GGSS). However, a BEIS Q&A session on the 20th May clarified that the scheme was not intended to be eligible for existing installations that are supported via other schemes. Things to consider:
· REA should push for allowing existing installations to apply under the new GGCS. 
· Should REA seek further clarity on BEIS’ intentions on this?
· Should this be for electricity only plants or could it also include plant extensions of existing RHI plants (assuming the RHI extension rules close under the RHI reform)?
· Should ‘extension’ or plant conversions from electricity warrant a different tariff such as other countries (Italy)?
 Interaction with other government schemes  
2. Do you agree with our proposal to allow biomethane producers to decide how much biomethane they wish to claim Green Gas Support Scheme payments for within a given quarter? Yes/No. Please provide evidence to support your response or provide an alternative proposal for scheme interaction.

Yes 
Barriers to Deployment  
3. What are the main barriers to the deployment of biomethane AD plants and what potential solutions could help to overcome these? 

Members feedback sought on this point 
Further Information
4. Do you have views on how the Green Gas Support Scheme could be improved, beyond the ways described in this consultation? Please provide evidence to support your response. 
Members feedback sought on this point 

Green gas support in the longer-term
5. Do you have any views on the most appropriate market-based mechanism for green gas support in the longer term, and how this might operate? Please provide evidence to support your response. 
6. Do you have any views on industry readiness for a market-based mechanism to support green gas in the longer term? Please provide evidence to support your response.

The REA’s position on a future support scheme for green gas is set out here. In this document, submitted to BEIS in October 2019, we highlighted the need for a mechanism in the medium and long terms for green gas that rewards technologies and renewable gases that deliver the largest carbon savings, whilst driving best practice and innovation.

The REA’s preferred mechanism would be a green gas obligation on gas suppliers to meet a gradually increasing GHG reduction target over a period of time. In order to meet this target they would have to source the gases that deliver the largest and cheapest carbon savings. Similar approaches already exist for renewable transport fuels in the UK and for somewhere else in the world (e.g. California). ‘The strength of the proposed approach is that it could provide a technology neutral incentive for gas suppliers to decarbonise their supplies, and for renewable and low carbon gas producers to continually strive to reduce the carbon intensity of their gas, stimulating innovation and investment in technologies and feedstocks with a low (or possibly even negative) carbon profile. Carbon Capture Usage and Storage (CCUS) technology when paired with bioenergy, delivers negative emissions. CCUS would not only expedite the route to net zero via greenhouse gas removals, but increase the supply of renewable and low carbon gases whilst providing wider benefits (e.g. to the bioeconomy).’

The paper also explains the reasons why a contract for difference for renewable gas would not be appropriate to biomethane. 
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Building level technologies (not relevant to green gas). The answers to these questions will be included in the final response)
7. Do you agree with targeting support at domestic and non-domestic installations with a capacity up to and including 45kW? Yes/No. Please provide evidence to support your response
Grants 
8. Do you agree that support for buildings technologies should change from a tariff to a grant? Yes/No. Please provide evidence to support your response.

Recommended support level 
9. Do you agree with our proposal to offer a technology-neutral grant level? Yes/No. Please provide evidence to support your response. 
10. Do you agree that £4,000 is an appropriate grant amount to meet the aims of the scheme? 

Variation with capacity 
11. Do you agree with the recommendation for a flat-rate grant? Yes/No. Please provide evidence to support your response.
12. If you believe a variation by capacity should be considered, please provide evidence to justify a process and level for varying the grant.

Delivery mechanism 
13. Please provide any relevant views to help inform development of the delivery mechanism.

Eligibility criteria 
Heat pumps: system efficiency 
14. Do you agree with the minimum efficiency requirements for heat pumps and evidence requirements? Yes/No. Please provide further evidence to support your response.

Metering requirements 
15. Do you agree with the proposal to require electricity metering for all heat pump installations? Yes/No. Please provide further evidence to support your response.

Biomass
Air quality 
16. Do you agree with the proposed air quality requirements set out above? Yes/No. Please provide further evidence to support your response.
17. Do you have any comments on how best to ensure ongoing compliance with fuel sustainability and quality requirements following the redemption of a grant?

Building efficiency 
18. Please provide views on the appropriate requirements for the heat loss calculation, as well as the minimum heat loss value that should need to be demonstrated. 
19. Please provide views on any other criteria to ensure that biomass support is focused on hard to treat properties only.

Consumer protection 
20. What do you consider to be the main consumer protection risks of providing support through an upfront grant and how might they be mitigated? Please provide evidence to support your response to question


Budget control: Green Gas Support Scheme
21. Do you agree with the proposed budgetary control mechanisms as a means of preventing scheme overspend? Yes/No. Please provide evidence to support your response.

Members feedback sought but the answer to this question is likely to link to previous answers on degression and TGs. 

Budget control: Clean Heat Grant 
22. Do you agree that quarterly grant windows would prevent overspend and manage demand to ensure an even spread of deployment? Yes/No. Please provide evidence to support your response

Technologies and uses not supported through this policy
Process heating 
23. Do you agree with not supporting process heating under the Clean Heat Grant? Yes/No. Please provide evidence to support your response.

[bookmark: _Hlk42541644]Biogas combustion 

24. Do you agree with not supporting biogas combustion under the new policies? Yes/No. Please provide evidence to support your response, including any wider detail on decarbonisation opportunities for biogas combustion in rural areas.

Members feedback sought 
#Highlight opportunities to decarbonise farm buildings off the gas grid for example 
Also opportunities to decarbonise industry ###. 

Solar thermal 
25. Do you agree with not supporting solar thermal systems under the Clean Heat Grant? Yes/No. Please provide evidence to support your response.

Hybrids 
26. Do you agree with not supporting hybrid systems under the Clean Heat Grant? Yes/No. Please provide evidence to support your response.

Participants compliance: Green Gas Support Scheme 
27. What improvements could be made to the proposed approach for tackling noncompliance for participants under the Green Gas Support Scheme?


Participants compliance: Clean Heat Grant  
28. What are the main risks of non-compliance, fraud or gaming associated with the Clean Heat Grant?
29.  What would be the most important features of an audit regime to minimise the risk of non-compliance?

Does your interest in this consultation relate to a particular geographical area? (select all that apply) England Wales Scotland Responses that indicate the respondent’s interest relates to Scotland or Wales may be shared with the Scottish or Welsh devolved authorities respectively, unless such respondents explicitly state they do not wish for their response to be shared. No personal data relating to respondents will be shared.
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Appendix 1
Examples of technologies provided by members to process digestate. Please note that this list is not exhaustive 

[members are welcome to provide examples] 
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Table 9: SNPV and components, central deployment scenario

Figures are rounded to nearest £5m

(£m)
Resource costs ~1975
Air quality (ammonia) damage costs -310
Generation benefits +785
Carbon savings +1,530
Fertiliser savings +50
SNPV +80

Figures may ot sum due fo rounding




image1.png
REA




image2.png
Table 4: Green Gas Support Scheme spending profile (£m, 2020 prices)

Figures are rounded to the nearest £5m.

2025/26 to
2040/41 Total

(average per (2020121 to

Deployment Scenario | 2021122 2022123 2023124 2024125 annum)  2040/41)
Figh 5 %5 5 15 165 2,840
Central 5 20 50 90 125 2,160
Low <3 10 30 55 70 1,250

Figures may nof sum due fo rounding.
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