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REA consultation response: Transitional support mechanism for large-scale biomass electricity generators

The Association for Renewable Energy & Clean Technology (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 500 corporate members of the REA, making it the largest renewable energy trade association in the UK. 

[bookmark: _Int_zyC9c0ti][bookmark: _Int_UsLjlnnY]Of further relevance to this consultation, the REA represents the largest group of Biomass Power operators in the UK through its member forum, Biomass UK. This includes large generators (100 MW+) who are looking for operational certainty in order to deliver BECCS. Also in our membership are small and medium sized decentralised biomass power generators, typically between 15 – 65 MW in capacity. Overall, Sub 100 MW biomass power sites account for more than 1100 MW of capacity in the UK, making a significant contribution to low-carbon energy supplies, while also providing important grid services within the localised distribution electricity grid and, in many cases, essential waste management capacity diverting waste wood and other biogenic waste streams from landfill.

1. Do you think the government should intervene to create a support mechanism to help biomass generators transition to power BECCS?

Yes, the REA believes government should create a mechanism to support biomass generators transition to power BECCS. Without such support, meeting our carbon budgets and net zero targets, protecting jobs, and ensuring assets remain operationally viable will be extremely difficult. Ongoing delays to nuclear projects further underline the importance of maintaining critical low carbon generation, supporting energy security, and keeping consumer costs down – something biomass power can deliver. Further, we know that to get to net zero, negative emissions technology is needed, hence the importance of ensuring biomass can transition to BECCS in a timely way, and start delivering those critical negative emissions. This is also aligned with net zero scenarios from the Climate Change Committee (CCC), the International Energy Agency (IEA) and UN IPCC who all identify a critical role for BECCS in delivering carbon removals and enabling the delivery of net zero. For these reasons, any mechanism designed as a bridge to BECCS must have a focus on maintaining generation capacity at its core. 

Most biomass power assets in the UK were originally supported under the Renewable Obligation (RO), with many of these contracts coming to an end in 2027. As a result of delays beyond the control of BECCS developers – for example policy delays for supportive business models, delays in the build of carbon storage facilities and the need to establish transport and storage (T&S) networks - biomass power sites suitable for retrofitting with BECCS are unlikely to be delivered until 2030 onwards, leaving a gap between the current RO contracts ending in 2027 and the first BECCS units coming online. Failure to provide transitional arrangements would see these generation assets closed or mothballed. This would undermine the UK’s ability to meet decarbonisation targets, as well as disrupt supply chains that are needed to see negative emissions realised. Once shut down, the UK would find it difficult and expensive to then restart global biomass supply chains or attract investment for negative emissions. Given the need for BECCS, keeping existing generation assets operational until BECCS is delivered is the cost-effective route to realising net zero. 

However, sub 100 MW operators also need confidence that government will keep low carbon generation assets generating. While we are pleased that government has launched this consultation and are very supportive of seeing transitional arrangements delivered for large-scale biomass projects, government also needs to provide confidence to generators of all sizes, particularly given their combined contribution to low carbon energy supplies, as set out above. This could be achieved by extending the proposed eligibility criteria to sub 100 MW biomass generation. We understand that timely intervention is needed, so pursuing an option that can be easily and efficiently rolled out is important. While we do not want potential eligibility changes to cause further delays, small and medium sized generators need the same guarantees of support, to enable them to make critical investment decisions to enable investment decisions so that capacity is maintained, and where possible, a transition to BECCS is delivered. 

2. Do you agree with the success factors we have identified?

Broadly, yes. However, we believe that there should be explicit reference to maintaining biomass generation, not just capacity within the success factors. There are several reasons for this. Firstly, in the absence of biomass generation the UK would, in the short term, increase its reliance on gas generation reducing the resilience of the energy system, impacting carbon, and potentially exposing consumers to higher prices. 

Secondly, if the ambition is to deliver power BECCS and achieve high reliability, high load factor, high availability, and negative emissions from biomass power, then the bridging mechanism should encourage generation as this will ensure the integrity of the asset remains suitable and ready for power BECCS from 2030 onwards. 

Thirdly, if the mechanism fails to incentivise biomass power generation, this will result in low load factors which will have a knock-on impact on fuel imports to the UK. Once that fuel has diverted to alternative markets, it will be extremely difficult to get the necessary fuel imports back for BECCS, without paying a premium. This reduction in fuel imports would also have an impact on the ability to deliver any of the three scenarios set out in the government’s own biomass strategy or deliver the governments net zero ambitions. 

Lastly, any delays in generation between now and 2030 will slow the development of a negative emissions market and require more government support for a longer period. This would put the UK at risk of missing our net zero targets and falling behind competitors when it comes to delivering negative emissions technologies. 

We recognise the need to time limit support but would like to see an addition made that recognises that should BECCS deployment be delayed because of something outside a generators control, e.g., policy changes/changes or delays within the supply chain, then there should be a process for seeing the time limit extended, provided a generator can demonstrate delays are beyond their control. Similarly, clarification is needed around whether any time limit or winddown period is anticipated before, in or after 2030. For example, it is welcome that reference is given to a BECCS project being delivered and supporting Carbon Budget 6 – so presumably for deployment in 2033-2037 - but the implication, and current industry expectation, is that transitional arrangements will be available for a generator that has a BECCS project already underway for deployment in 2030. It is important that this factor does not become an unintended barrier to earlier deployment. In addition, being able to negotiate the scheme end date on a generator-by-generator basis, to enable those with more modular projects to benefit for the period needed, will be important in making any support mechanism a success. 

Finally, and as recognised by the department, time is constrained so options which can be implemented quickly and efficiently should be considered an additional success factor. 

 
3. Are there additional factors we should consider?

It is important that government also recognises the wider benefits that Biomass power provides including vital grid services like Black Start, should the GB transmission system partially or completely shut down. Similarly, every thermal generator in the UK system spins at 3,000 rpm, has inertia, and generates electricity at a frequency of 50 Hz. This system inertia helps to keep the frequency response stable, balance the grid, and support variable technologies like wind and solar.  These vital grid services highlight why maintaining biomass power generation is so important for the whole GB electricity system, supporting other important renewable and low carbon technologies keep the lights on and boost our domestic energy resilience.   

4. Do you agree with the options above being included as preferred options? If no, please articulate why the option is not suitable and provide evidence where appropriate. 

Yes, we believe government has identified the correct options, though as set out previously, options which can be rolled out quickly would be preferable. 

5. Do you prefer one of the options as described above? If so, please provide your reasoning and any evidence to support. 

Yes, option one (unconstrained CfD) would be preferable, however option two (CfD with generation collar) if carefully designed would also be workable. 

Option one is the most familiar and therefore the simplest and quickest to implement, which considering time constraints would be most favourable. While slightly more complex, industry recognises that option two helps government protect consumers from higher costs and compliment, rather than potentially displace other variable forms of technology, thereby supporting government’s stated success factors. 

The two CfD options are also preferred as they are already well designed, with existing CfD legislation in place, meaning that a completely new mechanism would not need to be designed. This also has the advantage of being well understood and preferred by investors, helping to speed up financial decisions and attract private investment. 

The main reason for discounting options three and four is timing, particularly on the Regulated Margin which would be difficult to design and implement. While option three goes further than the Capacity Market, providing more certainty on pricing and contract length, it would not support generation which as set out above would undermine the transition to power BECCS and the overall objective of transitional support. 

Lastly, we are working on the assumption that the government’s chosen mechanism/option and subsequent requirements will be the same and apply to all eligible generators, subject to bilateral discussions. 

6. Do you have views on approaches we should consider as part of our options to ensure generators are not overcompensated?

We believe option two could achieve the government’s success factors by introducing a cap to protect consumers from higher costs. This in turn would ensure that generators are not overcompensated during the transition period. However, this cap will need to be carefully designed so that sites are still sufficiently compensated to operate and so that it does not undermine the ability of the scheme to meet its overall objective of providing a pathway to BECCS delivery. 

7. Do you have any other material comments relating to the mechanics of each option or the outline evaluation as articulated? If so, please provide details.

On option two, the cap and floor mechanism could be designed to recognise grid services and the role biomass generation has in providing firm capacity, valuing power production when it is most valuable to the grid, and encouraging generation at those times. To continue to provide a strong market signal and maximise generation when appropriate, government could also consider introducing a tapering mechanism on the cap. For example, anything above 5% of the cap would be returned in full while generating at 1% above the cap would involve a partial return.

Any cap would also need to reflect the risks to the generator when it comes to the strike price within contracts, to ensure that the costs of hedging, at least the minimum output, are incorporated. This would include margined and/or non-margined costs. Government could consider including a ‘safety value’ on any generation collar to ensure that the generator is protected should they be unable to hedge due to extreme market volatility and/or illiquidity as seen in 2022. This would allow for a recalibration of pricing where the generator has acted as a reasonable and prudent operator, but for reasons beyond its control, been unable to effectively hedge its output. We would also encourage government to ensure that any cap be designed with the anticipated operating regime and fuel sourcing requirements of future power BECCS business models in mind, so that there are no contradictions between the bridging mechanism and operation of BECCS. 

As an overall principle, it is essential that government and any counterparty (e.g., LCCC) have agreed clear cap and floor levels with generators for the lifetime of the contract, limiting ability for adjustments to be made during the contract term. This would provide generators with greater certainty and ensure generation when most valuable to the grid. However, recognising market volatility, there should be a mechanism to allow for potential changes in feedstock supply or costs. As such, consideration should be given to adding a fuel price reopener clause within the contract, mitigating risk while providing generators with the certainty needed to keep generating. This should apply to both options one and two. 

As set out in response to question five, we support one option being chosen for all generators. We would not support an approach that applies different options to different generators as this would add complexity, confusion, and potentially time. 

Government should also consider any interaction with the Electricity Generator Levy (EGL) particularly in the case of option one where generation may operate above a cap. It is assumed that any new CfD support would be excluded from the EGL, as is currently the case. This should however be made explicit. If not, government should be aware that the first few months of a potential transitional arrangement will have a different cost base until the EGL ends in 2028, as currently legislated. 

8. Do you agree that these options should be discounted and considered as nonpreferred? If not, please provide rationale and any evidence.

We agree with the rationale for discounting the non-preferred options. While we recognise that early deployment of the CfDe is not viable given the timing, it is critical that the work to develop the dual payment mechanisms for large-scale power BECCS continues at pace and in parallel this year, given that the overall goal of the bridging mechanism and business model are the same: supporting unabated biomass generation to have a pathway to transition to BECCS. 

9. Do you agree with the eligibility criteria and assessment process set out? If no, how should they be adapted to be more suitable?

As set out previously, given the proposed 100 MW threshold, government must now make clear how it wishes to ensure that sub 100 MW generation is also maintained once existing contracting arrangements under the RO start to come to an end. Sub 100 MW biomass power sites account for more than 1100 MW of capacity in the UK, making a significant contribution to low-carbon energy supplies, while also providing important grid services and, in many cases, essential waste management capacity diverting waste wood and other biogenic waste streams from landfill. Further low carbon generation is also at risk in the form of landfill gas, energy from waste and other renewable generation all coming to the end of their RO contract arrangements in the next few years. Many of these sites also have the possibility to retrofit BECCS and deliver sizable amounts of negative emissions. Without clarity in the next 12 months such sites will start planning decommissioning engines and disbanding operations teams. Meeting government’s carbon budgets and decarbonised power grid targets will be substantially harder, and more expensive, if this capacity is lost. 

As such, the REA would support seeing eligibility criteria for the proposed transitional arrangements expanded to include Biomass generators of all size, not just those with 100 MW or above capacity. Just like the large-scale generators, they too need confidence to make investment decisions that will enable them to retrofit BECCS units on their sites. Without a bridging mechanism or some form of support, they simply won’t be able to make this a reality. 

Government should also recognise the contribution these generators make not just to the power system, but wider value chain. For example, many of the small and medium sized generators use feedstocks, predominantly sourced domestically, including waste wood and innovative biomass feedstocks. Much of this locally sourced sustainable waste biomass is no longer able to be re-used or recycled. As a result, use of waste wood for biomass power sees three million tonnes of waste wood diverted from landfill annually. Accordingly, these generators deliver both domestic energy security and a circular economy, avoiding waste biomass being exported or going to landfill. Maintaining this capacity will become increasingly important following proposals from government to achieve the near elimination of biodegradable waste disposal in landfill by 2028 and consulted on by DEFRA in 2023.

However, recognising the time constraints, changing the eligibility criteria must not come at the expense of time and delay the process of designing and implementing a support mechanism for large-scale biomass. If government deems this particular mechanism unsuitable for small and medium sites (less than 100 MW) then we’d encourage them to rapidly consider what equivalent support can be introduced for those sites as quickly as possible. For example, the REA is also following workstreams within government on the development of a repowering CfD. We have been disappointed that the current consultation on proposed changes to the AR7 is only considering repowering CfDs for onshore wind projects, excluding the 400 MW of landfill gas capacity, who will be amongst the first to come off RO contracts. If a bridging mechanism for wider low carbon generation is not forthcoming, then a wider repowering CfD offer should be developed for all forms of low carbon generation coming to the end of existing contracting arrangements. This should be signalled to the market as a matter of urgency. 

A further alternative that should also not be dismissed would be an extension to the current RO for small-medium generators which could potentially be a fairly straightforward approach. 

The eligibility criteria also refers to the potential for sites to provide net negative emissions, and states that projects would be expected to provide a lifecycle analysis (LCA) and proposed methodology including a monitoring, reporting and verification (MRV) plan. In principle, generators will be able to provide this information, but it will take time to pull such data and reports together, so clarity is needed about what exactly is intended to be included in an LCA and MRV. 

Clarity on timing is also needed. The consultation states that any generator who thinks they might be eligible for transitional support contact the department by 31 March 2024. We assume this is not also the deadline for submitting LCA and MRV plans, to confirm eligibility. However, explicit clarification would be welcome. We would also encourage the department to agree on and provide a framework for LCA plans, to ensure consistency across generators as soon as possible. 

10. During a transition period from biomass electricity to power BECCS, do you think that the GHG criteria should be strengthened? If so, how? Please provide evidence to support your views.

No, we suggest the current GHG criteria as set out under existing Contract for Difference arrangements be maintained, until power BECCS is operational, and the business model can be applied. This will also allow government to consider GHG criteria as part of the Cross Sector Sustainability Framework, as committed to in the Biomass Strategy, which is the appropriate place for sustainability governance arrangements to be considered. 

Industry welcomes the review of sustainability governance arrangements, however, also needs clarity and consistency within contracts, and would not want to see piecemeal changes made during the contract term. There is a particular risk that this could happen given the parallel work being undertaken on the power BECCS business model and Cross Sector Sustainability Framework and the likelihood that these will not be ready at the same time – as evidenced by the rationale for discounting the CfDe model as an option for this support mechanism. 

11. As part of the proposed transitional support arrangements for large-scale biomass generators that plan to transition to power BECCS, do you think that we should increase the minimum percentage of woody biomass that must be obtained from a sustainable source? If so, what should be the minimum percentage be set at? Please provide evidence to support your views.

Because of their ongoing commitment to sustainability and transparency, and to comply with various sustainability requirements, large-scale generators already source their woody biomass from sustainable resources. As such, we believe industry would be able to meet requirements to demonstrate 100% sustainable woody biomass sourcing. However, given the complexity of supply chains, and possibility of things going wrong outside of the generators control, we suggest that a 5% allowance for operational tolerance also be provided. We feel this would be a pragmatic way of strengthening existing requirements, and further improving supply chain transparency.  

As with question 10, any change here should also be consistent with what is considered in the Cross Sector Sustainability Framework. This will need to consider all biomass supply chains and how requirements will apply to both domestic and imported feedstocks.

12. Are there any additional sustainability criteria we should consider strengthening specifically as part of the proposed transitional support arrangements?

No. The UK’s bioenergy sustainability governance arrangements are regarded as some of the most comprehensive in the world. As well as complying with various sustainability requirements set out in existing government supported schemes, many REA members also choose to go further, using voluntary independent certification schemes like the Sustainable Biomass Program (SBP) certification scheme. This provides a comprehensive set of requirements covering carbon, environmental, social, and economic criteria and includes over 30 forestry specific indicators designed to ensure that forests are maintained or increased, biodiversity preserved, and that forests of high conversion value are protected. 

In addition, government has already committed to develop a Cross Sector Sustainability Framework which will further ensure the same sustainability principles are followed across all bioenergy sectors. Biomass power generators will continue to work with government to ensure that rigorous, science-based sustainability governance arrangements remain up to date and reporting transparent. However, with that work already underway, we do not consider this an appropriate consultation for proposing or making further changes. 

13. Do you have any comments on the proposed amendment to the definition of an eligible generator to specify that generating stations which are already generating electricity are eligible generators?

We support the need to amend the definition, especially given our preference for Options 1 and 2 which would need to build on existing CfD legislation. 

14. Do you have any comments on the proposed amendment to the definition of an eligible generator to specify that biomass conversion stations are an eligible generating station?

We would highlight that the definition will need to recognise that a generating station could be made up of several generating units, so the definition of an eligible generator should be broad enough to recognise and capture this. 

15. Do you agree with the government's proposal to enable the Secretary of State to issue a direction to a CfD counterparty to modify any section 10 contract to reflect updated sustainability objectives?

We understand that the Secretary of State already has the powers to make these changes so we would not oppose this. However, as set out above, generators need to understand what the sustainability criteria are, how they are designed, and how they will potentially be strengthened before signing contracts. 

16. Do you have any comments on the proposal to make amendments to Contracts for Difference legislation consequential to the design of the support mechanism?

It is important that government considers how any changes to Contracts for Difference legislation might interact with other support mechanisms relying on CfD legislation in its current form, for example, power BECCS and GGR business models, hydrogen production, and the Industrial Carbon Capture Contract for energy from waste. In addition, consideration should be given to contract length and how bi-lateral negotiations, as suggested in this consultation, might interact with repowering CfDs, currently being consulted on as part of the CfD Allocation Round 7.  
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