[image: ][image: ]

[image: ][image: ]

‘Non-Domestic Renewable Heat Incentive – Ensuring a Sustainable Scheme’  
Consultation Response for Biomass Heat.

The Renewable Energy Association (REA) is pleased to submit this response to the above consultation. The REA represents a wide variety of organisations, including generators, project developers, fuel and power suppliers, investors, equipment producers and service providers. Members range in size from major multinationals to sole traders. There are over 550 corporate members of the REA, making it the largest renewable energy trade association in the UK. The Wood Heat Association is the members forum within the REA that advocates for the modern wood heating and related biomass heating industry including wood fuel suppliers, biomass boiler and stove installers and distributors, and anyone involved in the supply chain.


Summary of Response 


Consultation Question 1 - Do you agree or disagree with the proposal to close the Non-Domestic RHI from midnight on 31st March 2021? Please provide evidence to support your reasoning, for example, around the impact on jobs, deployment, consumer bills and the supply chain.
We strongly oppose the decision not to extend the Non-Domestic RHI in line with the Domestic scheme.

Projects that are not eligible for Tariff Guarantees have not been provided mitigation against COVID-19 delays. The decision also creates a twelve-month gap of no support between the end of the scheme and the start of the proposed Clean Heat Grant Scheme. This is despite underspend within the allocated RHI Budget. Smaller and medium scale non-domestic heat projects now face a cliff edge resulting in viable heat decarbonisation projects being abandoned. This will undermine the potential for growth, damaging the established heat decarbonisation sector ahead of any a new scheme being introduced. 

This is having real impact on the sector.  Having done a short survey of our members we are aware of 41 separate installations, that together account for over 14 MW of renewable heat capacity which could save an estimated 7000 tonnes of CO2 equivalent per annum. These projects are now unlikely to be completed in time for the end of the scheme in March 2021. The projects all fall below the tariff guarantee threshold, but above that of the domestic scheme, and span across different technologies. 


The REA REview 2020[footnoteRef:2] identified over 32,000 direct jobs in the heat pump, solar thermal, biomass boiler, biomass CHP and AD sectors combined in 2018. This grows to well over 44,000 jobs when you also include those employed in ancillary services such as the production of biomass for fuel. These are all sectors that are already contracting. The twelve-month gap between the end of the Non-Domestic RHI (ND RHI) and the start of Clean Heat Grant Scheme is expected to see the sector shrink further, resulting in the loss of jobs, skills exit and collapse of supply chains associated with these sectors.   [2:  REA (2020) REview 2020  https://www.r-e-a.net/resources/review-2020/ ] 


Furthermore, with the focus of the Clean Heat Grant scheme on small-scale projects, the current supply chain is left with no future growth opportunity. As supply chains tighten and it becomes harder to access maintenance services or feedstocks, those already using renewable heat systems are driven back to using fossil fuel alternatives – a trend which has already been observed. This will undermine the existing renewable heat sector, established by the RHI, as well as debilitate the ability of the Clean Heat Grant scheme to succeed.  

All renewable heat projects are currently dealing with COVID-19 uncertainty and have experienced difficult progressing deadlines against a backdrop of general economic uncertainty. 

We ask that BEIS re-consider this decision so that existing projects can be completed, as well as provide a smooth transition to the future support for low carbon heat which is also currently being consulted on.

BIOMASS QUESTIONS
Consultation Question 20 - Are there any regulatory changes that have not been addressed by this consultation that would help to future-proof the scheme for existing participants using biomass? Please provide evidence.
Change of Ownership and Location Guidance
One area not mentioned in the consultation, but where guidance and the administrative process needs significant improvement, is on RHI reapplications for change of ownership or location on accredited projects.
The required regulation is well covered in Part 6 (54 & 55), of the RHI legislation, however, the REA regularly receive complaints from members regarding the length of time required for such reapplications to be completed and the lack of transparency around the process  or evidence required by Ofgem. A twelve-month delay is not uncommon in the cases reported to us, which results in significant loss of RHI revenue.
There seems to be further complications concerning eligible heat uses in these cases. As far as has been reported, there is no agreed standard technical assurance that Ofgem currently accepts in proving an ongoing heat requirement when the original accredited heat use falls outside of the 2018 RHI eligible heat reforms. 
Clear guidance and a transparent process for facilitating change of ownership and location requested is urgently needed before the schemes closure, after which we can expect to see increasing numbers of such requests. 
Consultation Question 21 - Should fuel quality be a mandatory criterion for approved feedstock accreditation bodies? Yes/No
Yes. 

The industry recognises the need for fuel quality to be included as part of approved feedstock accreditation bodies and that better compliance in this regard will both help air quality and the efficient running of biomass boilers.  The REA also support the work that has been done with the BSL to examine the options for delivering the required fuel quality standard. 

Overall, we agree with proposed fuel quality standards, namely:
· all wood pellets to meet the EN Plus A1 standard or an equivalent standard
· all other wood fuels (such as chip) to meet fuel quality standard EN15234/SO 9001, and EN17225, or equivalent.
· all wood fuels to provide assurance of their supply chain, and that they meet the standards above, through certification by the Woodsure Certification scheme to test against these standards, or an equivalent scheme.. 

However, the industry is concerned about any additional administrative burden placed on suppliers or consumers. A significant proportion of accredited sites already adhere to the above standards in line with Woodsure or EN Plus certification. This already involves regular self-monitoring and being able to report when required during audit. The process of proving fuel quality to the administrator should be no more complicated then existing monitoring and reporting requirements under the relevant certification schemes. As such, we support the proposal that membership of an accredited quality assurance scheme should be sufficient evidence of a fuel quality standard. 

The new fuel quality assurance criteria must also be transparently communicated, with clear guidance provided by Ofgem ahead of the regulation coming into force. Industry must also be given appropriate time to implement the new requirements and provide a reasonable time frame to be able to become compliant. 

The new fuel quality standard should also not be implemented retrospectively, with a clear statement reassuring industry that the regulation will only apply from a specified start date. There should be no threat that the scheme administrator will require evidence of fuel quality for RHI payments prior to the regulation start date, or that previous payments may be asked to be repaid. The industry is already weary of such retrospective changes following ‘reinterpretation’ of legislation that resulted in the required standards for emissions certificates being changed and applied retrospectively to existing accredited sites.  This was not done transparently or with adequate consultation leading to serious industry complaints. This should not be repeated in the case of fuel standards. 

In addition, we encourage BEIS and DEFRA to consider these reforms in line with the decisions following the 2018 Defra consultation on ‘Cleaner Domestic Burning of Solid Fuels and Wood’. In February, this year it was decided that suppliers must meet a mandatory certification scheme that demonstrates that wood sold in volumes under 2m3 is dry, defined as less than 20% moisture requirements. The REA welcomed this move. The consultation also committed to a greater education and compliance campaign, working with local authorities, to ensure suppliers and consumers are aware of their obligations. This campaign should also now include messaging around the final decision on fuel quality requirements within the RHI, ensuring both industry and consumers are aware of what is required of them.  

Due to this, and with regards to businesses with boilers under 1000kW who ensure compliance through the BSL, the main attention should be on what information needs to be provided, with the emphasis being on getting businesses ready for this shift. 

Consultation Question 22 - Should fuel quality be a mandatory criterion for the scheme administrator in its capacity to assess self-reported feedstocks? Yes/No
Yes.

Businesses with boilers over 1000kw in size who currently self-report to the scheme administrator should provide assurance that the wood fuel fulfils manufacturers’ specifications and burns efficiently. However, as with accredited feedstock bodies, the system for proving fuel quality must be straight forward and should not place an unfair burden on self- reported installations, where their core activity is not fuel supply. 

As with those who gain compliance through a certification scheme, the Government should work to develop guidance that ensures flexibility and allows businesses to switch feedstocks in their boilers within short timeframes. 

Government should set KPIs for Ofgem on time taken to process this information and should ensure it learns from lessons of the past with regards to FMSQ. 

Consultation Question 23 - Do you agree with the proposal that a membership of an accredited quality assurance scheme should be sufficient evidence of fuel quality standard? Yes/No
Yes. 

A significant proportion of accredited sites already adhere to the above standards in line with Woodsure or EN Plus certification. This already involves regular self-monitoring and being able to report when required during audit. The process of proving fuel quality to the administrator should be no more complicated than existing monitoring and reporting requirements under the relevant certification schemes. As such, we support the proposal that membership of an accredited quality assurance scheme should be sufficient evidence of a fuel quality standard,


As elaborated upon in the two previous questions, businesses are aligned with Government on the need for a fuel quality standard and are in favour of better regulation that does not impose bans on the technology. 

Particular attention should be on scheme design and ensuring that a fuel quality standard is fit for purpose and makes it easiest for businesses to ensure compliance. 

Consultation Question 24 - If you answered no to question 23, what type of fuel quality framework would work?
N/A

Consultation Question 25 - Do you agree with the proposal that only pre-consumer waste wood should qualify for NDRHI payments? Yes/No
No.

Consultation Question 26 - If you answered no to question 25, why not?
The proposal to exclude none pre-consumer waste wood (PCWW) for use in RHI accredited systems is not properly defined within the consultation document, nor is it clear what the full policy impact will be. While we agree with the intention to stop systems using contaminated wood when not in an appropriate boiler, we believe the current proposals to be inadequately stated and likely to have unintended consequences. 

It would be inappropriate for such a ban to apply to those RHI accredited systems that have up-to-date Environmental Permits, emission certificate and use an appropriately compliant boiler. Such sites are regulated under Chapter IV of the Industrial Emissions Directive and the Medium Combustion Plant Directive, with strict requirements in place to ensure their emissions are safe. As such, there is no reason why such sites should be restricted from burning pre-consumer waste wood.  Such a restriction would be a retrospective change, open to challenge, and greatly damage developer and investor confidence in the RHI or other Government support mechanisms. It should be clarified that such a ban does not apply to those who are appropriately regulated by the Environment Agency, or their Local Authority, to burn such material. 

We do, however, recognise that the current design of the RHI does not allow Ofgem to ensure that plants are keeping their Environmental Permit up to date. Currently a permit only needs to be shown during accreditation and is not subsequently checked during the ongoing operation of the plant. We would support the requirement that such sites should be obligated to demonstrate to Ofgem that they continue to hold a valid Environmental Permit. This could be as straight forward as annually uploading to E-serve a valid permit to demonstrate ongoing RHI compliance. Ofgem will need to develop a clear and transparent process to allow for the uploading of such a document.  It is then the responsibility of the Environment Agency or Local Authority to regulate the site to ensure they are complying with the emission requirements of their permit. 

In addition, it is recognised that there is a poor understanding among RHI participants around who can utilise waste wood feedstocks with a valid BSL number. As there is no distinction between a waste wood BSL number and virgin material BSL number, participants could mistakenly use waste wood - believing themselves to be compliant by using a BSL registered fuel. This, however, is relatively straight forward to fix, with it being made clear to consumers which BSL numbers are waste wood materials and that such material can not be burnt in a standard, non-chapter IV compliant, boiler. 

Finally, we would also like to stress that it is significant fault of the consultation that it fails to define what is classified as ‘pre-consumer waste wood’. This is not a definition currently included in the legislation or any current guidance. As such the proposal is vague and does not allow industry or stakeholders the opportunity to appropriately comment on what is being suggested. 

Recognising that the RHI should align with the Clean Air Strategy we believe pre consumer waste wood should be banned for sites that do not hold a valid Environmental Permit to use such material.  Sites that do hold permits should continue to be allowed to burn waste wood as they are already appropriately regulated to allow such material to be used and their emissions tightly monitored. It is therefore up to the administrator to design a robust methodology to ensure they are satisfied that such sites are keeping their Environmental Permit up to date.  

Consultation Question 27 - Do you have any other comments to improve the waste fuel burned in biomass boilers?
Member Views Welcome 
Consultation Question 28 - Are any changes necessary to the NDRHI for CHP installations following the closure of the NDRHI to new applicants? Yes/No
None identified- Member Views Welcome 
Consultation Question 29 – Please provide evidence for you answer to question 28.
Consultation Question 32 - Do you agree with the current approach to replacement plant outlined in the regulations? Yes/No.
Yes. 

Consultation Question 33 - Please provide evidence to support your response to question 32.
We agree that the procedure outlined in the Regulations and in Ofgem’s Guidance Volume 2 on Replacement Plants are appropriate. 

The understanding that eligible replacement plants will retain the same tariff and scheme lifeline as the original installation are agreed with by the industry, as is the added requirement that solid biomass installations must adhere to the current air quality requirements irrespective of the date of the original installation. 

As the Consultation Document notes, the number of replacement plants will increase over the coming years as installations become older. Due to this, it is vital that Ofgem have a workable system in place to process this increase in numbers, one that does not lead to unnecessarily delays or long periods where claimants will not receive RHI funding. The process must be transparent, with good communication channels open between the Ofgem case worker and the applicant. 

This is currently not the case. The REA regularly receive complaints concerning the delays and complications caused by registering a replacement plant with Ofgem. The system currently is not fit for purpose and is disincentivising applicants from doing work on their plants to ensure they are working as efficiently as possible. 

Ensuring this process is streamlined will be vital and will give businesses confidence that they should proceed with a replacement plant. If the process experiences operational delays as we have seen with other applications to Ofgem, businesses may put off replacing plants, leading to a poorer stock of biomass installations under the scheme. 

Consultation Question 38 – Do you agree that the Government should reduce the strictness of the requirements for installation meters in circumstances where NDRHI payments are unaffected? Yes/No
Yes. 

Owing to the installation meters not being used to calculate payments and plants will likely have a standard meter – it is an unnecessary expense for installation meters to be replaced when they breakdown. 

It would be a welcome step to reduce the strictness of this requirement. 

Member Views Welcome 
Consultation Question 39 - Are there any specific types of changes in obligations which you would like to see introduced to the scheme to account for future technological change? Yes/No
We have not identified any specific obligations that should be introduced. However, we highlight that the difficulty and time required to make changes to an accredited site, due to Ofgem’s processes, is currently a significant disincentive for innovation. It is, of course, correct that Ofgem are assured of compliance to the scheme, however, they could consider establishing a ‘sand-pit’ method, where innovative projects could apply to Ofgem and collaboratively explore how they could operate compliantly within the RHI. 

Consultation Question 40 - If you answered yes to question 39, please be specific and provide examples of such changes and evidence to support your answer.
Consultation Question 41 - Are there any other further changes that you would like us to make to the Non-Domestic RHI regulations at this time? Yes/No
Change of Ownership and Location Guidance
One area not mentioned in the consultation, but where guidance and the administrative process needs significant improvement, is on RHI reapplications for change of ownership or location on accredited projects.
The required regulation is well covered in Part 6 (54 & 55), of the RHI legislation, however, the REA regularly receive complaints from members regarding the length of time required for such reapplications to be completed and the lack of transparency around the process  or evidence required by Ofgem. A twelve-month delay is not uncommon in the cases reported to us, which results in significant loss of RHI revenue.
There seems to be further complications concerning eligible heat uses in these cases. As far as has been reported, there is no agreed standard technical assurance that Ofgem currently accepts in proving an ongoing heat requirement when the original accredited heat use falls outside of the 2018 RHI eligible heat reforms. 
Clear guidance and a transparent process for facilitating change of ownership and location requested is urgently needed before the schemes closure, after which we can expect to see increasing numbers of such requests. 
BEIS Should consider what is required once heat meter calibration certificates lapse
Heat meters are key to the existing scheme, however currently there is little provision in the RHI for when heat calibration certificates on a meter’s lapse, which may see it’s measurements become inaccurate. 
Given by the time a certificate lapses there will be good data base on previous performance, the simplest solution would be for past performance to be used to maintain on-going RHI payments rather than see payments withheld due to metering anomalies where systems have developed problems but worked satisfactorily previously.  
Consultation Question 42 - Please provide evidence to support your response to question 41.
June 2020
If you have any questions relating to this consultation and the REA’s response please contact heat@r-e-a.net 
THE ASSOCIATION FOR RENEWABLE ENERGY AND CLEAN TECHNOLOGY
Tel: +44 (0)20 7925 3570 Email: info@r-e-a.net Web: www.r-e-a.net
Company no: 04241430 Registered in England and Wales



image1.jpeg




image2.png




