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REA Response to FIT equipment replacement consultation 
REA Response:
Feed-in Tariff (FIT) scheme: Consultation on replacement generating equipment

The Association for Renewable Energy & Clean Technologies (REA) is pleased to submit this response to the above call for evidence. The REA represents industry stakeholders from across the whole bioenergy sector and includes dedicated member forums focused on green gas, biomass heat, biomass power, renewable transport fuels and energy from waste (including advanced conversion technologies). Our members include 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 500 corporate members of the REA, making it the largest renewable energy trade association in the UK. 

Question 1: Do you agree with our proposed approach relating to replacement of generating equipment on the FIT scheme?
In general, the proposed approach appears to be workable and represents a substantial improvement to the current stance. The REA has been raising concerns to BEIS and Ofgem since 2015 in relation to the current approach taken on equipment replacement under Feed-in tariffs. Thus, we very much welcome this consultation but hope the changes can be implemented as swiftly as possible, to avoid any further delays and ensure generators can take the best economic, environmental and safety decision to replace their generating equipment when this comes to the end of its life, is irreparably damaged or underperforming. 
There are some points in the proposals that require further clarity from Ofgem, all highlighted in our response to question 2. 
Our understanding is that, so long as there is no increase in capacity, generating equipment with a working life which is shorter than the tariff payment period (ie 20 years) will be able to be replaced in accordance with the manufacturer’s recommendation without any risk to the tariff that generators receive. If this understanding is correct, we urge Ofgem to include to include such a clear policy statement in the response and updated guidance.
In the case of biogas generators in particular, this clarification would remove the concern and confusion that is currently faced by operators with engines that have either been irreparably damaged, or which have reached the end of their economic life, or where a whole replacement is the best economic option to reduce downtime at a significant overhaul (e.g. at 60,000 hours).
The change in Ofgem’s interpretation of the rules, as opposed to a change in the regulations, will also mean that the decision can hopefully be implemented in a timely manner. 
We welcome Ofgem’s clarification as soon as possible on when the response will be published and implementation time, so that members that have upcoming engine overhauls due can plan the best way forward. As highlighted to Ofgem previously, many AD plant engines are reaching a stage where significant replacement of parts of the engines are required. 
Question 2: Are there any other considerations that Ofgem should take account of in order to ensure the proposed approach effectively addresses the considerations detailed in Appendix 1, and continues to protect the public purse?
We have highlighted below some important points that need clarification from Ofgem. 
Unclear distinction between installation and generating equipment for AD plants 
We welcome the broadening of the definition of ‘eligible installation’ beyond just generating equipment, allowing for all parts of the installation up to the point of grid connection to be treated as accredited. However, for AD plants it would be useful to be clear on what Ofgem deems to be included in the ‘installation’ that is not part of the ‘generating equipment’. 
FIT scheme defines ‘eligible installation’ as any plant on site which is capable of small-scale low carbon generation. 
So, there are parts of equipment and plant at an AD facility that are excluded from the ‘generating equipment’ definition. We are unclear if these parts / plant also include the anaerobic digestion reactors/vessels, or only include any further controls between the CHP engine and the electricity network. We know from Ofgem decision on ‘generating equipment’ that the following items are not included in the definition of generating equipment and presumably are part of the eligible installation: 
· Metering 
· Wires 
· Distribution boards 
· Breakers and switches 
· Transformers 
· Relays 
· Grid connections 
· Parasitic loads (eg cooling fans and dehumidifiers) 
· Batteries 
· Rectifiers)
Ofgem decision also states: 
1.3. We will interpret the “generating equipment” within an AD installation to be all equipment required to convert gas formed by the anaerobic digestion of material (which is neither sewage nor material in a landfill) into electricity.
1.4. We will view all engines, turbines and alternators (or any part thereof) of an eligible installation to be generating equipment. We will not consider any gas blowers, anaerobic digestion vessels, gas clean-up equipment and any associated pipe work to be generating equipment.
Eligible Installation under Schedule A to Standard Condition 33 (Electricity Supply Licence) is defined as “any Plant on a Site capable of Small-scale Low-Carbon Generation…” and the definition of Small-scale Low Carbon Generation is as follows:
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And definition of Plant is as follows:
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Again, all the above doesn’t make it clear on what exactly is regarded as the eligible installation in the case of a biogas generator. If digester vessels were included in this interpretation ie seen as part of the plant capable of small scale Low Carbon Generation – which we think they should -, then this would help generators that had a fire or other catastrophic event destroying all their generating equipment not to lose their accreditation. 
Since under the new interpretation Ofgem states accreditation would still end if the whole installation is replaced in its entirety or destroyed, it is absolutely critical for industry to be clear about what constitutes the installation. 
In general, for all technologies, Ofgem have said that the repair or replacement of “isolated components” which does not affect capacity should not affect the installation’s accreditation. However, it is unclear at what point the replacement of “isolated components” could become “all components”. For example, questions have been raised by members on what happens if different isolated components are replaced over time such that with the last replacement, there is no longer any original part of the plant remaining: would that then affect accreditation? (Ship of Theseus type question). 

Equipment decommissioned through an Act of God or fire
We found the following wording particularly concerning: 
Page 6
‘We recognise that decommissioning may occur without the intention of the generator (e.g. by an Act of God or house fire). Even with our proposed approach, should all parts of the eligible installation be destroyed, accreditation would end in accordance with the FIT Order.’
Page 8
‘• Fire damage destroys all generating equipment and plant on site indirectly related to the generation of renewable electricity: 
o The accredited installation ceases to exist, therefore the generator needs to notify Ofgem and their licensee 
o Accreditation ends’. 
The above implies that a site that suffers a fire or other catastrophic event in which the CHP and other parts are destroyed would have its FIT accreditation terminated. With a large amount of generators still in the first 10 years of their accreditation, removal from the scheme would likely mean they are unable to afford to continue to run the site and that they would have not paid back their initial investment into the renewable technology. A fire or Act of God comes at no fault of the operator therefore this seems like an unfair penalisation for a company having invested in renewable energy in line with the scheme requirements and the governments targets to reduce overall carbon emissions. 
We recognise that FIT payments will need to be stopped temporarily if the installation ceases to operate, but accreditation should not be lost and FIT payments re-instated once the installation is up and running as long as it can be demonstrated that it is a like-for-like replacement. 
Policy more in line with that of the RHI which states that replacement plants would be allowed so long as they are like for like replacements would seem much more suitable to allow sites not to be unfairly penalised for their investment into renewables. 
If the plant is rebuilt and the function is identical to the original installation and there is no change in the capacity, it is unclear why accreditation should be withdrawn. 
There is little possibility of fraud because:
· The work can be carried out by suitably accredited installers to the correct standards and a report produced with photographic evidence etc. and submitted to the FIT licensee.
· The kWh output generated is always continuously metered and checked by the FIT licensee to be within limits and therefore the FIT claim would be rejected if the output changed from normal parameters.

We urge Ofgem to reconsider this point. 

No retrospective application of the new definition of installation with regard to ‘commissioning’ under FITs and RO
We would like reassurance from Ofgem that the new interpretation will not be applied retrospectively (ie via audit). 
If plants achieved accreditation based on their (and Ofgem’s) understanding at the time of what eligible installation (and ‘commissioned’) meant, this new interpretation should not be read backwards into those earlier applications. 
Similarly, we will need reassurance that there are no knock-on implications for Renewables Obligation accreditations, which also uses a tight understanding of ‘generating equipment’. Although we understand the legal basis is not the same for the two schemes, the decision on where the line is to be drawn has so far been left to Ofgem to determine rather than spelled out in the legislation.
In both cases above, the most likely risk is that an auditor asks for information relating to commissioning and the wider installation that was not asked for at the time of the initial accreditation. That additional information may not be available, particularly if the site ownership has changed hands in the meantime, and it is possible that suitable evidence for it does not exist (and/or never did). It would be very difficult to defend against because Ofgem will point to their latest understanding of what the scheme rules require.
So, a confirmation is required that Ofgem have considered this point and are confident there won’t be knock-on effects from this. 
Clarity required on impact of TIC change on FIT accreditation 
There is inconsistency in the document on how TIC change impacts accreditation, leading to confusion. 
On page 8, in reference to the addition, removal or replacement of solar panels the consultation states that "The Total installed capacity (TIC) and/or generating equipment has changed, therefore the generator needs to notify Ofgem and their licensee. Accreditation continues".
The same is stated in the example of replacement of anaerobic digester generating equipment. 
It is positive that this section implies accreditation will still continue even when the TIC of the generating equipment has been changed, but more clarity is required on how accreditation and payments might be affected by the TIC change (e.g. if this is only in the event of a reduction in the TIC, or if an increase is allowed how the FIT payments will be affected e.g. presumably the FIT payment would be capped at the level of the original TIC). 
However, elsewhere on page 8 Ofgem seems to imply that if the TIC changes (even downwards) then that accreditation is affected. For example, the statement quoted below, could be read to suggest that any change in TIC would mean the accreditation is lost, despite what is said later on the same page, already highlighted:
8.13. The repair or replacement of isolated components of an accredited FIT installation which do not affect its generating capacity should not affect the installation’s accreditation under, and ongoing participation in, the FIT scheme. In assessing changes to installations, the licensee should identify whether the changes mean that all components of the accredited FIT installation have been replaced and whether the changes affect the installation’s generating capacity. If the answer to both of these assessments is in the negative, there will be no impact on the FIT accreditation of the installation.
Clarity should be provided on what happens if one of the answers is “yes”. 
Overall consistency on what TIC changes is allowed and how this effects accreditation and payments needs to be clearly set out in the guidance. 
Finally, we would especially welcome more specific guidance for “repowering projects”, ie expressly setting out Ofgem’s policy on whether or the extent to which sites may repower.
Question 3: Do you agree with the proposed guidance changes detailed in annex 2
As detailed above, we welcome the change of interpretation in principle, but further clarity is required on the points detailed in our response to question 2. 
Our greatest concern relates to the scenario where a fire (or other catastrophic event) destroys all equipment and plants part of the installation. The reasons for this are detailed in our response to question 2. 
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