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Response to Bright Blue call for evidence on the future of the 
gas network 

The Anaerobic Digestion and Bioresources Association (ADBA) is the trade association that represents the range of 
interests and matters related to the anaerobic digestion of organic materials (AD) across the UK, including the collection of 
waste for use as feedstock. ADBA understands the complex range of skills required by developers of new AD plants, from 
feedstock management through technology to energy production, markets and resource to land. ADBA is a founder member 
of the World Biogas Association. 
 
The organisation has over 400 members from across the AD industry, including plant operators and developers, farmers, 
local authorities, waste management companies, supermarkets, food processors, energy and water companies, equipment 
manufacturers and suppliers, consultants, financiers and supporting service companies. Anaerobic digestion can make a 
significant contribution to renewable energy, climate change, and critical resource preservation targets, subject to the right 
policies being in place. 
 

Background information 

Information on the challenge of decarbonising UK heating and the gas network can be found in the recent Carbon Connect 
publications: 
 
https://www.policyconnect.org.uk/research/next-steps-gas-grid-future-gas-series-pt-1   
  
https://www.policyconnect.org.uk/cc/research/producing-low-carbon-gas-future-gas-series-part-2  
 

Which technologies provide the greatest potential for decarbonisation of heat, and how can they be better 
supported? 

 
Biomethane from the anaerobic digestion of organic material provides a source of low carbon gas which is proven, cost-
effective, secure, available to the UK now, and supports all the benefits that the UK gas grid already provides. 
 
Anaerobic digestion is the breakdown of organic material by microbes in the absence of oxygen, producing a biogas and 
‘digestate’ – a form of nutrient-rich renewable fertiliser used in agriculture. The biogas can then be ‘upgraded’ to biomethane, 
which is injected onto the gas grid in place of natural gas. Nearly 1% of UK gas used for heating is now from biomethane1.  
 
If all appropriate feedstocks were used for anaerobic digestion, the UK could produce nearly 80 TWh of biomethane2, which 
would be 10% of current UK gas demand, but would be closer to 15-20% of gas demand as energy efficiency measures 
and reductions in gas use for electricity and heat come into play in the 2020s.  
 
See the following chart on how this potential could be realised: 
 

                                                      
1 ADBA calculation based on BEIS Renewable Heat Incentive data, DUKES chapter 4.1 
2 ADBA calculation 

https://www.policyconnect.org.uk/research/next-steps-gas-grid-future-gas-series-pt-1
https://www.policyconnect.org.uk/cc/research/producing-low-carbon-gas-future-gas-series-part-2
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Biomethane is the only technology supported under the Renewable Heat Incentive that has proven itself to be a cost-
effective means of decarbonising the gas grid. Over 100 plants are now connected to the gas network. 
 
Tariffs paid by government under the RHI have fallen by over 25% in the last five years, meaning the biomethane industry 
is providing improving value-for-money for government. 
 
Biomethane has been well-supported under the RHI, but beyond 2020 the industry faces a ‘cliff edge’ currently with no 
further certainty of support and indications from government that support will end. 
 
We identify four reasons why government should encourage the continued growth in biomethane gas-to-grid projects: 

1. It provides the only cost-effective, proven means of significantly decarbonising the gas grid in the early 2020s – 
without it, the government will miss its fourth carbon budget3. 

2. The cost of this decarbonisation is falling, with ADBA having outlined how the cost could fall by 5% per year in the 
2020s, meaning that overall this decarbonisation can be achieved at a cost of under £100 per tonnes of carbon 
dioxide abated – cheaper than the proven alternatives4. 

3. It improves energy security by reducing the need to import natural gas from unstable regions of the world such as 
Qatar and Algeria. 

4. It supports wider government goals such as creating jobs as part of the Industrial Strategy, diversifying farm 
incomes, reducing methane emissions from waste management, and supporting the move towards a circular 
economy. For example, AD creates ten times the number of operational jobs than new nuclear5.  

 
 

                                                      
3 The Committee on Climate Change has said that the government needs to outline its successor to the RHI this year to meet the 
fourth carbon budget. 
4 The necessary levers to reduce the costs of biomethane generation are discussed in further detail below. 
5 https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/48341/5131-uk-jobs-in-the-
bioenergy-sectors-by-2020.pdf  
https://www.gov.uk/government/news/local-skills-and-jobs-in-nuclear-part-of-industrial-strategy  

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/48341/5131-uk-jobs-in-the-bioenergy-sectors-by-2020.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/48341/5131-uk-jobs-in-the-bioenergy-sectors-by-2020.pdf
https://www.gov.uk/government/news/local-skills-and-jobs-in-nuclear-part-of-industrial-strategy
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What are the barriers to and opportunities for public and private investment in the upgrading of the gas 
network? 

 
As outlined above, the main barrier to growth is the lack of support beyond 2020. The cost of connecting to the gas grid is 
also an issue, as is the lack of separate food waste collections in England, which is holding back the amount of feedstock 
available. 
 
If 100 further biomethane plants are constructed in the period 2021-25, each costing £6m-£9m per plant, then £600m-
£900m of investment could be unlocked. 
 
As the below case study from France demonstrates, ambitious targets for the supply of green gas can instil confidence in 
the industry, in turn leading to greater private investment and funding for plants being provided on better terms.  
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France and the regulatory framework for biomethane 
 
In 2015 France passed the Energy Transition Act for Green Growth which enshrined in law a target for 10% 
renewable gas consumption by 2030. €100 million government money will support the measures. Along with 
this financial support regulatory change was promised, which led to the French gas network companies 
together setting a target of almost three times greater ambition than government – to have 50TWh capacity 
by 2028. 
 
The incoming regulatory changes include streamlining approval processes, providing greater access to 
finance, public perception measures and improved network connections to ensure that smaller agricultural 
projects can also contribute towards the green gas push. To support these tariffs the regulatory changes will 
provides one authority to deal with all applicant issues: planning, construction, health and safety, 
environmental permitting, water, tariffs. 
 
Under the regulatory framework biomethane producers are guaranteed to sell their biomethane to a natural 
gas supplier at a fixed rate for a period of 15 years. The tariff depends on the production facility's capacity 
and the nature of the feedstock being treated, a base tariff and a feedstock premium (see the below chart). 
 

 
Source: GRTgaz 

 
To cover the difference in price between the cost of biomethane and the cost of natural gas on the market the 
contracting gas supplier receives a payment from a compensation fund, with this cost being determined by 
the Ministry of Ecology. All gas consumers contribute to the compensation fund through their energy bills. 
Contracting gas suppliers receive a Guarantee of Origin (GoO) to sell green gas certificates. 
 
At the end of 2017 France had just 44 biomethane sites but through their national green gas targets and 
private investment France has more than 600 biomethane plants in development (400 at distribution level and 
a further 200 at transmission). 
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How can the costs of gas for consumers be controlled and even reduced at the same time as upgrading 
the gas network? 

 
Ongoing support for biomethane helps keep consumer bills as low as possible, continues to modernise the gas grid 
infrastructure, and decarbonises UK heat supply. We address each of these aspects in turn. 
 
Keeping costs down. KPMG has estimated that using green gas and existing infrastructure is 2-3 times cheaper than all 
other scenarios for delivering heat.6  As the following table taken from the study shows, the ‘evolution of gas’ pathway has 
the lowest incremental cost per consumer to 2050. 
 

7 
 
Policy Exchange’s Too Hot to Handle? report into how to decarbonise domestic heating also encourages expansion in 
biomethane for grid injection, noting that biomethane “goes with the grain of consumer preferences and minimises costs to 
the consumer.”8 
 
Upgrading the gas network. The gas distribution and transmission companies continue to invest in the network, as is 
demonstrated by the numerous entries to the Network Innovation Competitions. Indeed, many stakeholders to the gas 
network voiced concerns in their response to Ofgem’s RIIO2 consultation that the proposals proposed changes to network 
innovation for the next price control could erode a principal way by which new technology is encouraged, resulting in fewer 
projects coming forward with operations or commercial arrangements that would help the energy system continue to evolve 
and modernise. UK gas companies are continuing to invest in and upgrade the network. For example, Cadent’s Future 
Billing Methodology is exploring an equitable consumer billing methodology that is responsive to the calorific value of 
different (low-carbon) gases. It could clear the path for alternative gases, helping decarbonise heat supplies in the UK. 
 
Further research, innovation and commercialisation efforts should be encouraged. Ofgem recognised the 2017 New Nwy 
(New Gas) submission as having the potential to be technically innovative and to increase the efficiency of producing 
biomethane but they did not think it delivered value for money for gas consumers – and so the project did not proceed to 
final submission. The reason given for the rejection was that since the innovation would be “most relevant” to biomethane 
producers Ofgem did “not think a substantive amount of the Project’s learning can be applied directly by gas network 
operators”9. Such reasoning appeared to take no account of the need to decarbonise the gas grid – through a mass uptake 
in biomethane production for example – if the asset of the grid is to remain viable. 
 

                                                      
6 
http://www.energynetworks.org/assets/files/gas/futures/KPMG%20Future%20of%20Gas%20Main%20report%20plus%20appendices
%20FINAL.pdf  
7 ibid, 7. 
8 http://www.policyexchange.org.uk/images/publications/too%20hot%20to%20handle%20-%20sept%2016.pdf 10-11. 
9 https://www.ofgem.gov.uk/system/files/docs/2017/05/new_nwy_decision.pdf 1. 

http://www.energynetworks.org/assets/files/gas/futures/KPMG%20Future%20of%20Gas%20Main%20report%20plus%20appendices%20FINAL.pdf
http://www.energynetworks.org/assets/files/gas/futures/KPMG%20Future%20of%20Gas%20Main%20report%20plus%20appendices%20FINAL.pdf
http://www.policyexchange.org.uk/images/publications/too%20hot%20to%20handle%20-%20sept%2016.pdf
https://www.ofgem.gov.uk/system/files/docs/2017/05/new_nwy_decision.pdf
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More broadly, RIIO2 presents opportunity to introduce limited but precise regulation of industry that could encourage further 
private investment. For example, to encourage more network led decarbonisation of the gas grid, network connection costs 
(e.g. for biomethane plants connecting to the distribution or transmission level) could be specified as something that gas 
companies are able to include in the infrastructure costs recovered through consumer bills. 
 
Decarbonisation. In their 2018 assessment of the Government’s Clean Growth Strategy the Committee on Climate Change 
warn that there is “little commitment to a low-carbon supply mix in heat networks and no commitment to biomethane post-
2021, both of which the Committee has identified as 'low-regret' options at this stage.”10 
 
To support the continued deployment of biomethane beyond the RHI’s current funding to 2021 ADBA has identified five 
levers that would help reduce costs – helping keep consumer costs as low as possible, encourage upgrading of the gas 
network as well as decarbonise UK energy: 

1. Committed government action on bringing more food waste into AD 
2. Increased public and business awareness of AD 
3. Investment in research and innovation 
4. Recognition of benefits and use of digestate 
5. Policy certainty and predictability in future tariff rates 

We are also now discussing with our members whether a 5% real terms reduction in costs per year is possible. 
 

What policies should the Government reform or introduce to upgrade the gas network? 

 
Government needs to provide the following support for further deployment of biomethane-to-grid projects: 

• Make a ministerial statement in Autumn 2018 confirming that continued growth in the biomethane-to-grid industry 
is essential to the UK continuing to decarbonise the gas grid in the early 2020s. 

• Outline how it will support the construction and commissioning of 20 new biomethane projects per year in the 
period 2021-25, whether that is through a continuation of support through the RHI in the short term, or in the longer-
term a Green Gas Obligation on gas suppliers (as per the above case study from France), or through an annual 
Contract for Difference (a Gas CfD) auction. 

• Provide a budget for the new biomethane projects – this budget would be £50m per year in 2021, rising to £214m 
per year from 2025 onwards for 15-20 years. The carbon abatement cost of this support is under £100 per tonne 
of carbon dioxide equivalent, which is lower than the alternatives over this time11. 

                                                      
10 https://www.theccc.org.uk/wp-content/uploads/2018/01/CCC-Independent-Assessment-of-UKs-Clean-Growth-Strategy-2018.pdf 16. 
11 See https://cadentgas.com/getattachment/About-us/Innovation/Projects/Liverpool-Manchester-Hydrogen-Cluster/Promo-LMHC-
downloads/Summary-report.pdf for the cost of the alternatives, some of which are within the relevant time period suggested 

https://www.theccc.org.uk/wp-content/uploads/2018/01/CCC-Independent-Assessment-of-UKs-Clean-Growth-Strategy-2018.pdf
https://cadentgas.com/getattachment/About-us/Innovation/Projects/Liverpool-Manchester-Hydrogen-Cluster/Promo-LMHC-downloads/Summary-report.pdf
https://cadentgas.com/getattachment/About-us/Innovation/Projects/Liverpool-Manchester-Hydrogen-Cluster/Promo-LMHC-downloads/Summary-report.pdf

