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Disclaimer

The opinions expressed in this report are not necessarily those of Highland Birchwoods or any single
body. This report has been created by interviewing actors in the Highland Biomass supply chain through
a semi structured interview process. The interviews have been collated by Highland Birchwoods staff,
where possible using the answers given by the interviewees.

None of the answers have been attributed to individual interviewees. Answers have been merged
where similar points have been made by more than one interviewee.

Acknowledgements:

Highland Birchwoods would like to thank all of the respondents for their time. The cross sectoral
agreement on issues has demonstrated that there is an industry wide recognition of the constraints
which need to be overcome, as well as a general willingness to overcome them.
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1. Introduction

Make it Be (MIB) Work Package 3 (WP3) involves the development of Regional Bioenergy Partnerships
(RBP) comprised of the key actors and decision makers in each of the territorial countries (Austria, Italy,
Scotland and Slovenia).

In Highland Scotland key stakeholders decision makers and actors in the biomass industry have been
interviewed to determine the key issues which influence the development of the industry. A semi
structured interview process was used to give them a framework to express their experience of the
Bioenergy industry to date and the comment on the issues which need to be addressed for the industry
to develop. The objective of the interviews was to ensure the major issues were addressed in the RBP
process. The interviewees were grouped into eight categories. Some of the respondents could have
been interviewed in more than one category, and have been placed in what was thought to be the most
appropriate group.

The responses have been used to identify issues which need to be addressed by a Renewable Bioenergy
Partnership, and will form the starting point for discussions. The RBP will contribute towards a Highland
Local Renewable Bioenergy Action Plan, (LRBAP) enabling quantitative issues to be addressed as well as
qualitative issues of supply and demand.

The biomass industry in Highland Scotland is relatively young and under developed. Its development has
been ad hoc, with supply chains evolving in response to the growing number of biomass installations.
The response from the interviews indicates that it is reaching the point where a more structured
approach is needed to ensure that the full potential for renewable bio energy can be achieved without
displacing existing markets.
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2. Summary of responses

2.1. Interview Evidence.

Forty four actors were identified for interviews, and thirty five responded. The views of two other
actors are included in the evidence despite their not being able to give evidence at the time that the
interviews were taking place. The interviews were stratified into different sectors of the supply chain,
but the answers across the sectors were very similar, with actors identifying common issues irrespective
of their sectors.

This summary represents a synopsis of the responses collated by Highland Birchwoods. Th e “ Summar y
by sector section below retains many of the actu

2.2.Policy:

The respondents identified a need to influence EU, UK and national policy on renewables and biomass in
particular. There was a feeling that there was not necessarily a direct link between government policy
and regional potential. Incentives can be difficult to utilise because of time scales or conditions, and
there is not necessarily a clear link between policy and the outcomes from incentives.

Although many issues were seen to be regional it was felt that clearer direction was needed from EU, UK

and Scottish Government policy makers. It is often not clear who is responsible for implementing

government policies, or what the regional targets are. It appeared that policy was aimed at individual

sectors and that the largest heat market, domestic properti e s, wer e only targeted t|
incentives.

2.3. Costs of installation:

Cost of plant was seen as a major constraint by most sectors, including installers. There was little
understanding by potential woodfuel plant owners of the running costs of plant, or the lifetime costs of
capital and revenue combined, or the long term economic advantage of woodfuel systems. It was felt by
many that the initial cost of installation put potential buyers off.

Installers also saw the cost of plant as a disincentive. It is possible that the relatively low volume of
installations means that overheads for installers are higher than in countries where biomass is a more
mainstream business.

It was felt that the relationship between manufacturers and installers needed to be examined to reduce
the cost of boilers. The need for a larger number of different boilers and installers was a recurring theme
throughout the interviews.
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2.4.Competition:

There was a perception amongst some respondents that the low numbers of accredited installers meant
that prices were artificially inflated and that installers used their monopoly position to keep prices high
and restrict the choice of plant.

Installers tend to be “franchised” or \sonel have |
bi omass equi pment requires installers to undergo
before they are appointed as agents, and manufacturers are able to restrict the number of agents. This

further reduces competition and choice of planta s we | | as adding “imvisible”

cover time and costs for training.

2.5.Servicing and repair:

The limited number of installers and the size of the Highlands means that servicing can be expensive,
and plant may be out of action for relatively long periods before a service agent can fix it. The relatively
small number of installations and diversity of makes means that there is not a ready supply of spares,
and the time lag to get spares from abroad can lead to long downtimes.

The level of service supplied by some installers was criticised, with a suggestion that they were more
interested in the business of installation than ongoing service, maintenance and repair. This may be a
function of the limited number of installers, the geographical distances involved and the fact that
biomass is not as maintenance free as traditional fossil fuel plant. Fuel quality and plant room design
may play some part in the perceived reliability issues, and there is a tendency for the supply, installation
and end user sectors to blame each other when plant fails to perform to expectation.

2.6. Accreditation:

Accreditation is seen as a barrier to installation. There was no suggestion that accreditation should be
removed, but it was seen as a potential barrier either because it limited the number of available
installers or because it discouraged fossil fuel installers from transferring to biomass.

The accreditation process was seen as being confusing by clients as well as installers, with different

standards for different boiler sizes, and the need to engage a certified installer to fit grant aided plant.

Accreditation reduced both the number of installers and the choice of plant as accredited installers tend

to fit “franchised” pl anddserss seeming to reduce choi

There was a definite need for colleges and education institutions to supply both basic understanding of
biomass systems and more in depth training leading to accreditation. Heat entrepreneur courses
needed to be established so that future ESCO operators had a grounding in the entire woodfuel supply
chain.

2.7.Design and Building Control:

Biomass systems are not mainstream technology in the Highlands and this leads to uncertainty in the
design stage. The design and building control sectors identified a lack of UK experience of biomass in
general, and a desire to see working systems. There was a need to clarify the regulations and
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certification of plant before building control could assess whether an application was fit for purpose.
Designers found difficulty with developers changing specifications, which led to delays in delivering
projects, and a need to resubmit designs to building control, where the lack of experience of biomass led
to further delays. In general both sectors were positive about biomass, but felt that they needed more
experience and a better interaction with developers.

Developers and end users found that building control needed time to assess applications and often
requested additional information. This could result in delays that had the potential to delay completion
to beyond the end date for time limited incentive schemes.

Builders and developers are not sufficiently aware of the potential for installing biomass plant, the
variety of options or the space requirements for plant. The potential to install biomass in new builds can
be overlooked. Builders and developers need more information and experience of biomass.

There is no agreed mechanism for surveyors to value buildings with biomass plant.

2.8. Certification of plant :

The statutory planning and regulatory sectors found that different certification systems made

determining whether a boiler was fit for purpose very difficult. In some cases end users had opted for

systems which were certified in Europe, but not in UK. Building control found that it was often

necessary to research the specifications of plant from the factory to ensure that it was fit for purpose.

This process could required considerably more res
boilers and could delay an application.

Installers and end users found the certification process difficult, and expressed There was general
agreement that certification limited market choice and that some EU standards should be adopted for
plant being sold to the UK market.

Forinstallersthe t i me and cost for getting a new boiler c
disincentive, and the certification process was seen as being overly bureaucratic, requiring a separate
visit to each factory for each different technology.

2.9. Incentives:

The responses on incentives ranged from calls for 100% for installations, to comments that the different
incentive schemes are confusing, and that they keep changing. There was a degree of support for all
biomass systems including open fires and log stoves to be grant aided, as these provided a relatively
cheap and easy installation for the reduction of CO, emissions and reliance on fossil fuels.

To date the biomass industry has been grant led, with financial instruments designed to encourage the

installation of biomass technology as part of a wider strategy to achieve Scottish or UK commitments on

climate change. The grant schemes have been elective and relied on applicants or Project Officers to

encourage uptake. Grants have typically been *“t hemed?”, with different g
community and industrial / commercial sectors separately. Some financial instruments have been UK

wide, others Scotland wide. Some are direct payments, others are fiscal incentives based on capital tax
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reductions. There have been several iterations of some of the grant schemes, typically lasting less than
three years.

The time between announcement of incentive schemes and their and closure was often too short. It was
perceived that there was often confusion between government policy and the incentive schemes were it
was often unclear whether they related to CO, reduction or energy security. Different sectors were
targeted through different grants with their own regulations on accreditation, cost limits, intervention
rate and plant certification.

RHI is regarded as a positive development which will potentially overcome many of the perceived
inequities in current and past incentive schemes.

A need for an incentive scheme to develop entire supply chains was suggested, allowing individual areas
to reach critical mass of supply and demand to ensure that biomass businesses could develop. One
respondent suggested that there should be guaranteed support for woodfuel processors until the point
where critical mass was achieved.

2.10. Domestic:

It was felt that the domestic sector has the greatest potential but the technology has not made great
inroads. Several comparisons were made with Scandinavian and Central European countries where it
was presumed that the contribution of biomass to the domestic sector was much higher than in
Highland Scotland. Awareness raising and education about costs was seen as the main way to increase
the uptake of biomass in domestic properties.

Logs were seen as a potential way of increasing biomass use in the domestic sector, but supply chain
issues, fuel quality and incentives make it difficult to persuade people to change to log technologies.
There is one scheme underway to develop a log supply chain in the Cairngorms.

2.11. Fuel Poverty:

Biomass was seen as having a role to play in the alleviation of fuel poverty. In the Highlands many

properties are off of the gas grid and the main sources of heat are oil and electricity. Although biomass

i s not “cheap heat htfrdmtthe fluguatipns io heatiogbilpdces.tThe potential e X t e
for reliable heat and a small potential for rural employment means that it cannot be ignored as part of

the solution to the fuel poverty issue.

2.12. District Heating Schemes (DHS):
Some respondents thought that district heating schemes could be expanded, either through housing
associations or ESCOs.

The high risk and capital cost of DHS was seen as a barrier, and it was suggested that once established,
they could be sold to utility companies as a going concern with a guaranteed income. DHS has the
potential for development by existing utility companies.
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2.13. Energy Supply Contracts:

The tendency in the Highlands is for there to be a separation between installers, woodfuel suppliers and

end users. Several respondents suggested that there needs to be a move towards energy supply

contracts where one operator is responsible for delivering heat, including maintenance and fuel supply.

I't was suggested that the cr eatwouwdmeusefultoenaldee ner i c
potential property holders and energy suppliers to understand the issues which need to be considered

if entering into a heat supply contact.

2.14. Supply Chains:
Supply chains were generally regarded as being fragile. A throughput of about 25,000 tonnes was
suggested as the minimum size for a viable woodfuel processing business.

The Forestry Commission was seen as a potential agent to accelerate the development of woodfuel
supply chains. It was felt that Forest Enterprise had the capacity to supply woodfuel at the cost of
harvesting while supply chains were developing, with the potential to increase its profitability once a
critical mass had been reached.

Forestry Commission Scotland was seen as a potential agent for instigating supply chains in the private
sector, with a role in developing links between suppliers and producers. They were also seen as a vital
link between landholders and the Scottish Government for developing incentives and influencing policy.

The potential for displacement of produce from existing timber markets was recognised, and the
development of bespoke biomass crops through the planting of short rotation coppice or short rotation
forestry was seen as a potential way to expand the biomass resource base. Concerns were also raised
about the sustainability of expanding planting areas, with issues such as soil carbon balances and the
impact of planting on valuable habitats being seen as important factors that need to be taken into
consideration.

The forestry and land holder respondents felt that there were potential benefits for them from the
expansion of biomass sector, but a combination of a perceived changing policy environment and lack of
information about processing technologies means that there is a reluctance to invest in plant and
equipment to accelerate the involvement of the private sector in the biomass industry. The need for
information and advice was seen as being more important than incentives.

2.15. Woodfuel quality:
One of the major issues in the current biomass environment is the quality of woodfuel. Woodfuel quality
was regarded as having the potential to create problems for the entire industry.

The separation of responsibilities for installation, supply and operation means that failure of plant gives
biomass technology a poor reputation. ESCOs were seen as a potential resolution to this problem, with
the operator / supplier (and possibly installer) being one body selling heat to a client. This approach
works well in the largest DHS in the Highlands where the owner is devolving responsibility to an ESCO
which is responsible for selling heat to clients on behalf of the owner. In several other cases a

®

page | 5 Intelligent Energy Europe M/;\wlslMEyﬂlLBE
age =



HIGHLAND

BIRCHWOODS
Coille Beithe na Gaidhealtachd

combination of factors plus very low winter temperature and possibly woodfuel with too high moisture
content has resulted in boilers being left off for long periods and backup oil boilers being used.
Woodfuel quality may be a contributory factor in some of these cases.

Log supply was regarded as being problematic, with both suppliers and consumers having little
knowledge of quality issues. Reliable supply of seasoned logs in quantified loads would be ideal, but it
was recognised that some agency support was required to create quality led log supply chains.

2.16. Advice:
The need to improve the standard and amount of advice and information was identified by most
sect oohes.t o “shop” would allow all sectors t

potential solution to the problem of fragmented and conflicting advice. The one stop shop would also
allow a single contact point for information about grants, building control, installers, accreditation
woodfuel supply etc...

The value of demonstration sites was recognised as being important for building confidence and
allowing clients to see biomass equipment in action as well as to talk to operators with real experience.

Domestic end users tend to find the process of selecting installers and appropriate plant particularly
difficult. They are often expected to be energy experts or have inappropriate plant suggested to them
due to installers being tied to a particular manufacturer, as discussed above. The requirements for
certified equipment, building control regulations and accredited installers are considered onerous
compared to the requirements for oil or gas boilers.

(0]
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3. Survey Questions: Responses by Sector

3.1.What is your interest in bioenergy and how have you been involved in its
development to date?

3.1.1. Political:

The respondents in the Political category were:

UK Member of Parliament Inverness, Nairn, Badenoch & Strathspey.

The Highland Council Councilor and Chairman - Planning, Environment and Development
Moray Council Business and Development Manager

Senior Land Management Officer Cairngorms National Park

Forestry Commission Scotland Renewables & Sustainable Development Advisor

3.1.1.1. Aspects of involvement:

The respondents in the political sector had a varying degree of involvement in the biomass sector. The
interviewees were primarily decision makers who have the responsibility for implementing regional or
national policy which has an element of climate change, renewable energy, forestry policy or economic
development. The interviewees were:

The main aspects of involvement for the political respondents was development of policies within or for
Regional government, development and dissemination of incentives and development of policies for
the strategic expansion of the biomass industry.

3.1.1.2. Experience:

The direct experience in biomass of the interviewees ranged from 3 to 10 years, and the range of
experience included direct professional involvement in forestry and forest policy to administration of
biomass grant schemes, development of Scottish renewable policy and land management for economic
development and sustainability.

3.1.2. Institutional
The respondents in the Institutional Category were:

Regional Authority Building control and Planning officials, Forestry Commission Scotland (FCS) Biomass
Development Officer, University of the Highlands and Islands: School of Forestry; Centre for
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Sustainability; Renewable Energy Development Manager. Scottish Rurla Property and Business
Association, Scotish Natural Heritage, Highlands and Islands Enterprise, Highlands and Islands Forestry
Industry Cluster.

Respondents were chosen as representatives of institutions with an interest in or remit for the
development of various aspects of the supply chain.

3.1.2.1. Aspects of involvement

The majority of the respondents were involved in the development of the biomass sector at a local level,
either through development of local supply chains, research and development, planning and building
control, supply of advice and grant aid and sustainability issues.

3.1.2.2. Experience:

Many of the respondents were not directly involved ion biomass, but supplied advice, regulation or
services as part of a wider job remit.

3.1.3. Installer

The respondents in the Installer Category were:

Large scale plant supplier with local installation experience, Domestic and medium scale installer
relatively new to the industry, Established domestic to industrial scale installer.

3.1.3.1. Aspects of involvement
All installers were able to provide sizing, planning and installation services. They could also supply advice
on supply of woodfuel. Two of the three businesses were either involved with or developing woodfuel
supply chains, with one being very interested in setting up an Energy Supply Company (ESCO). The third
had experience of developing supply chains between clients and suppliers.

3.1.3.2. Experience:

Experience ranged from working on biomass development and funding in the statutory sector before
joining installation companies, running several biomass businesses in the past before starting the
current business to installing biomass boilers as part of a wider building and maintenance business.

3.1.4. Fuel Supplier

The respondents in the Supplier Category were:

A supplier with a processing facility linked to one of the installers above, one was an estate with
interests in self supply as well as acting as an ESCO and supplier. One was a saw mill with woodfuel as a
secondary business using saw mill co-product and one was an entrepreneur outside of teh Highladn
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region who had set up a woodfuel processing and drying facility and become an ESCO as well as
developing an installation business.

3.1.4.1. Aspects of involvement

The suppliers were all involved in the acquisition and processing of woodfuel, primarily through the
production of wood chips.

The suppliers are all involved in supply of woodchip to local authority and public sector buildings, as well
as to private and commercial customers.

3.1.4.2. Experience:

Two of the suppliers became involved as pure business ventures after seeing an opportunity in the
market. One had run a woodfuel processing business prior to the current business. One used experience
of the building trade to develop a woodfuel processing system utilizing building waste wood to dry virgin
woodchip and develop an ESCO as well as an installation business. One supplier is a Highland estate
which installed a biomass boiler in the estate house and developed the supply business from its own self
supply processing capacity. The last, a saw mill has developed a supply business as a method of
disposing of sawmill co-product, and has several contracts for supply.

3.1.5. Designer / Architect

The respondents in the Institutional Category were:

Representative of trade body.

3.1.5.1. Aspects of involvement

Design planning and interaction with statutory planning bodies.

3.1.5.2. Experience:

Practical involvement through design of building form large industrial CHP plant

3.1.6. Forestry

The respondents in the forestry Category were:

Scottish Forest Management Company with interest in woodfuel supply.

3.1.6.1. Aspects of involvement

Company can supply 20 tonne loads of firewood and has an interest in developing a woodfuel resource
on an estate. Fells large volumes of timber and is a major player in the small roundwood market.
Manages forests outside of the economic area for transport to large industrial processors of small
roundwood.
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3.1.6.2. Experience:

The company has experience of rural development and community involvement as part of its wider
forest management operations.

3.1.7. Community

The respondents in the Community Category were:

Community Woodl ands Associati on, Local “Power down

3.1.7.1. Aspects of involvement

Developments of community run biomass resources either as end users, owners or developers of plant
or woodland processing.

3.1.7.2. Experience:

The *“ Communi tovem swide rangetofeexparienge from heating community facilities
(Leisure centre and swimming pool) to developing a district heating scheme for a small town and
general advice and support for all community woodland owners wishing to diversify into biomass

supply.

3.1.8. End User

The respondents in the Institutional Category were:

a housing association running a 120 house district heating plant, a statutory body with a biomass boiler
and the Energy manager for the regional government with responsibility for several biomass boilers
heating council properties.

1.1.1.1. Aspects of involvement

The housing association has a legal duty to supply quality housing with affordable heating and to reduce
the CO, emissions from its properties. The two statutory bodies have organisational obligations to
reduce their environmental impacts as well as a need to control heating costs.

1.1.1.2. Experience:

The housing association has installed the largest woodfuel heating network in the highlands and is
looking to improve the environmental impact of all of its properties, one statutory body has installed
several biomass systems as well as the one included in this interview process. The regional council has
installed chip and pellet technologies in several buildings and issued contracts for installation and
supply, so has experience of running biomass systems on different site.
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3.2.Which aspects of bioenergy are you involved with?

Respondents were asked to list their involvements in different aspects of the supply chain. The answers
below should be interpreted with care, as for example political actors may be involved in woodfuel
supply at a strategic level, while the forest industry or suppliers may be directly involved in the
production of fuelstock.

T| | £ z
AEIEIE
ElS |8l |la| | E| | S
el 2|e|2]|8|8]8|&5]|¢8
Raw material supply 3 8 1 2 1 1 16
Fuel production 1 7 1 1 11
Transportation 1 7 0 2 1 12
Energy supply 3 5 2 0 2| 12
Building design/services specification 2 3 2 1 1 2| 11
Installation 2 3 3 0 1 9
End user 4 9 3 0 3] 19
Supply chain development 4 6 2 3 3 1| 19
Other 2 6| O 1 1 1] 11
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3.3.In which areas does your organisation have a policy and operational
objectives relevant to biomass?

This question was intended to determine the environmental approach of the organisation to biomass

and environmental management in general. As with the previous question, different actors interpreted

the question in relation to their sectors.

E ke z

— — — (]

1512135 %85

2|5 | 8| s|@>| o] E T

S|l 2|2 3| 3|5|c| 2B

o £ £ Z [ i (@) w =
Biomass production 2 6 1 1 1 1 1| 13
Renewable energy production 6 5 1 1 1 1| 16
Energy use/ energy security 4 5 1 1 3| 14
Economic development 6 7 1 1 1 1] 17
Community development 6 5 1 1 1| 14
Climate change and carbon
management 6 6 1 1 3] 17
Landscape and ecological impacts* 6 5 1 1 3| 16
Other 5 3 8
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3.4.What, from your perspective, are the main obstacles to, and/or constraints
on sustainable biomass market development in the Highlands & Islands?

3.4.1. Political.

Obstacles and constraints were considered to be:
Cost of installation and lack of capital budget despite revenue savings.

Balance with competing users for raw material. Resource availability is a problem which needs a
systematic approach to ensure that woodfuel complements rather than displaces existing markets.

The lack of a robust supply chain makes it difficult for new entrants to have confidence in the security of
the fuel supply.

Short rotation Forestry and Coppice shoals be built into the Common Agricultural Policy.
Firewood quality and quantity supply is a real problem

Lack of knowledge and understanding of benefits by the public as well as by statutory and business
bodies

Need to achieve critical mass as woodfuel is not yet mainstream.
Provision of integrated advice is necessary. Current provision of advice is fragmented and confusing.

Insufficient number of heat entrepreneurs in the area for there to be effective competition. There is a
need for more choice and more local technicians to ensure that burning plant is installed, maintained
and fixed quickly and effectively.

Accreditation is a barrier to installation and needs to be simplified. Complex accreditation procedure
discourages installers from taking an interest in biomass technology. The skill base is Insufficient for the
acceleration of the industry into mainstream.

Lack of integration between sectors and a need create a more coherent and effective industry.

3.4.2. Institutional

Information and Knowledge

There is insufficient information for woodfuel clients and building control officers to allow biomass
heating to be installed with the same confidence as more traditional fossil based technologies.
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Regulation is a barrier to the installation of biomass systems. Determination and effort are necessary to
overcome the regulations and install a system.

Harmonisation of equipment standards across the EU would allow technology from other EU countries
to be installed without needing to meet UK type approval specifications. This would enable a wider
range of technologies to be fitted. This would allow Building control to quickly establish whether
equipment was fit for purpose.

There is insufficient knowledge exchange to the general public to allow them to make educated choices.
There is also insufficient promotion of the technology. There is a lack of impartial expert information
and advice.

Cost and incentives

Cost of biomass systems is prohibitive, and will only become competitive when fossil fuel prices rise. The
general public do not understand that the short term high cost of installation is off by long term low
energy costs and fuel price stability. There is a need to improve relationships between installers and
boiler manufacturers to reduce the cost of plant.

Incentive schemes are confusing for the general public. This applies to the accreditation process as well
as for boiler specifications and technologies. The Renewable Heat Incentive (RHI) should accelerate the
installation of biomass technology, but there is still a need for wider choice of equipment and installers.

The grant scheme targets parts of the supply chain but there is not a cohesive approach to developing
the entire interdependent supply chain.

Supply

There is insufficient attention paid to the long term supply of biomass and there is a need for a change
of emphasis in land management and forestry practice to allow a biomass market to become more
robust. Continuity and security of supply is difficult to maintain. There is a low level of confidence in the
supply chain.

Linkages between supply and demand have not been properly established.

It is necessary to harmonise biomass supply into existing markets and an examination of the size of the
potential biomass market is necessary.

Sustainability is crucial to the development of the market to ensure that environmental and economic
sensitivities are taken into account as the market expands. Eco systems, water and carbon balances
need to be taken into consideration as part of the exercise to balance supply demand with existing non
biomass markets.

Culture
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Cultural inertia is the major barrier to businesses adopting biomass. Heating is generally a burden to
businesses, not their core business, therefore not a priority. Businesses prefer to connect to known
technologies.

Policy and objectives

There is a lack of clarity in objectives for the installation of biomass technology. Targets are poorly
though out and there is a lack of rationale for policy objectives.

3.4.3. Installer

Regulation and Building Control

Building control has a lack of knowledge of biomass systems and technology.

Funding and Incentives

The lack of incentives for the installation of boilers and the relatively high capital costs of boilers.
Knowledge and Understanding

There is a general lack of knowledge or understanding of the advantages of biomass by potential end
users.

Fuel Quality

Poor fuel quality often leads to biomass technology receiving a poor reputation. The technology is
proven but cannot run properly if the fuel is of poor quality.

ESCOs will help to reduce fuel quality issues if there is a direct relationship between the quality of fuel
produced and business income.

Plant quality

Biomass technology is relatively new, and clients do not understand that quality equipment is more
expensive. The poor quality of some of the cheaper boilers results in a diminished reputation for the
entire woodfuel industry.

3.4.4. Fuel Supplier

Efficiencies of Scale.

There are not enough customers to justify the high cost of capital equipment required to develop a
woodfuel supply business. This leads to poor fuel security for some customers.
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Design of woodfuel systems does not always take delivery of woodfuel into account. This can make
delivery difficult or expensive. Design of hoppers can result in fuel freezing or getting damp. This results
in poor or inefficient operation of the boiler. The supplier can be blamed for failures that are beyond
their control.

Woodfuel Quality

There is a false impression that the climate on the west coast is too damp for the production of high
quality wood fuel. Quality of woodfuel is a key issue, and suppliers who do not provide consistent
quality create problems for the entire supply industry.

Relationships with clients

Clients often rely on heat metres to calculate payments. There is a need to take the efficiency of the
boiler into account when negotiating supply contracts.

There is a need for effective communication between the operator, fuel supplier and installer /
maintenance contractor to ensure that the system is designed and operated efficiently.

3.4.5. Design and Architecture

Because the market is relatively young there is a lack of a body of knowledge to allow designers,
installers and project managers to work together. This can lead to changes in design and delays in
implementation. It can also lead to poor operating parameters for plant once it has been commissioned.

Woodfuel supply should be secured as part of the planning process, and the delivery mechanism should
be determined as part of the initial project planning. Changes to the type of delivery vehicle from that
foreseen at the planning stage can result in an inefficient operating environment.

3.4.6. Forestry

There is a need for an increase in the scale of woodfuel use to enable efficient processing and delivery
systems to develop. Woodfuel is a mass production product, and is inefficient to produce at a small
scale. Investment in woodfuel processing will accelerate when there are sufficient woodfuel systems to
justify the investment in plant. Until this happens woodfuel quality and security of supply will be erratic
and it will be difficult to build customer confidence.

The design of woodfuel systems needs to take delivery into account.
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3.4.7. Community

It is difficult to establish a woodfuel supply in an area where there is no infrastructure. There is a lack of
knowledge about forestry operations or potential supply, and specialist support is necessary to build the
confidence in a supply chain.

Where boilers have been installed for many years there is still a difficulty in getting a regular and reliable
supply of woodfuel.

Boiler maintenance is very difficult in remote areas. The cost of getting an engineer can be very high and
paying for travel time is the most expensive element of boiler repair.

There is a perception that installers take advantage of the grant system and inflate prices.

3.4.8. End User

The advantages of District Heating Schemes (DHS) are very poorly understood and there is a need to
overcome the cultural barriers to the idea of shared heating systems. Too many of the existing DHS
appear to have failed because of a poor understanding of the technology and techniques required to
make them work efficiently. These have given DHS a poor reputation.

The high capital costs of setting up a DHS make it unattractive to investors; there is a need for a
mechanism to reduce risk by providing good technical and financial advice.

Poor design and access for fuel delivery has caused problems. The client should not be expected to be
an expert, and there is a need for designers and developers to ensure that fuel deliveries will be
convenient for the customer. Customers should not be expected to be able to operate or commandeer
industrial or agricultural machinery every time there is a need to deliver fuel.

The lack of local installers limits choice of plant and makes maintenance unreliable and expensive.
Choice of plant is limited and there is a feeling that the installer will supply franchised plant rather than
the most appropriate equipment for the needs of the client.

A wider range of pellet equipment would enable more existing oil burning plant to be replaced with
biomass technology.

Fuel quality can be very variable, resulting in breakdowns or poor performance. This can give the
impression that biomass is unreliable and make it difficult for advocates of biomass technology to
persuade decision makers and budget holders that conversion to biomass is worthwhile. This is a major
issue in organisations with many buildings and potential to convert to biomass.
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3.5.What seem to you to be the most productive approaches to the issues
raised in answer above?

3.5.1. Political

There was an awareness that some of the barriers facing the acceleration of the biomass industry
needed to be taken to national, UK or EU institutions, and that targets for reductions in GHG and
renewable energy would only be met if national or supranational organisations provided incentives and
political leadership.

Government policy lacks cohesion and co-ordination. It did not support capital expenditure when there
could be long term revenue savings. Fiscal incentives were not necessarily designed to maximise the
acceleration of installation of biomass systems.

Partnership working was raised as a major issue. Communication between different sectors needs to be
improved, including national and supranational institutions as well as the communication between all of
the different sectors of the local supply chain.

The provision of coherent advice and support was regarded as a major requirement to overcome
barriers and to achieve critical mass in the industry. The RHASS (Use Green Heat) scheme was regarded
as a potential model for provision of advice and support.

Advice and extension services were not regarded as being sufficiently expert, integrated or coordinated.
They did not necessarily provide the right level of advice, and a critical look at the existing agencies as
well as the gaps in the advice network was recommended.

3.5.2. Institutional

There is need for discussion between all levels of government (UK, Scotland and local) with a need for
more integrated and unified approach to policy. It is difficult for practitioners to understand the
different objectives of different government departments and there needs to be a common unified
approach.

It is essential that linkages between all stakeholders are strengthened, and that those dealing specifically
with sustainability issues are included in the market development process.
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Concerning installations it will be essential to increase customer choice in, and reduce costs of, biomass
plant while raising awareness of grant funding opportunities. In addition, the promotion of the ESCO
model would alleviate many concerns over initial investment costs, fuel quality and energy security.

Renewable heat Incentive should solve some of the financial barriers. Fossil fuels should subsidise
renewable heat.

Education of installers is essential if there is to be more choice and a reliable installation framework.
This will ensure that there is a higher standard of installation with a wider choice of installers, and that
maintenance will be

There is a need for good information about value for money and technology which works, or its
operating parameters. NGOs need reciprocal arrangements to ensure that information is shared and
that they can each access the others information and advice. Access to information is best addressed
through developing an effective one stop shop approach to information provision through better co-
ordination of existing providers. The Highland Birchwoods RHASS programme will help people to get
advice on installations, as will an increase in the installation of combined micro renewable installations.

Community Energy Scotland is very good at promoting renewable energy.

The different standards for installations and technical requirements for different grants needs to be
clarified. Installers find the different standards confusing. A standardisation of standards would remove
some of the reluctance for installers to become involved in biomass installations.

A drive to make renewable technologies more economical is essential.

The key to overcoming barriers and creating opportunities is greater inclusion in bioenergy policy
development and implementation processes, with particular attention to the environmental interest
through involvement of relevant agencies and NGOs. If the above issues were resolved, much of the
consumer confidence problem would also be resolved. Concerning resource management, it will be
important to promote opportunities under existing grant arrangements assessment of existing resources
and for the management and expansion of biomass reserves

Grant schemes should be better co-ordinated both in terms of areas covered and delivery mechanisms
to ensure that there are no unsupported gaps in the supply chain.

Raw material availability issues would be best resolved in three ways, firstly by increasing the available
raw material supply both by incorporating municipal organic waste and by using SRF/C. Secondly the
intensity of wood fuel recovery should be increased on appropriate sites through use of modified
harvesting specifications, stump recovery and harvest residue utilisation. Thirdly, both resource data,
and potential demand data must be improved.
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3.5.3. Installer

There is a need to rationalise grants, RHI, and Loans as well as education/promotion on benefits and fuel
supply security both locally and nationally.

Demonstration sites are needed for end users to see biomass in action and to give them access to the
information they need to make informed decisions. It is necessary to continue and expand the councils
RE targets/ programme.

There is a need to develop a regionally appropriate ESCO business model because it gives all an interest
in fuel quality and eases consumer concerns about reliability of fuel supply.

There needs to be better communication between installers and Building Control to smooth the
biomass projects.

3.5.4. Fuel Supplier

There is a need to encourage support for biomass suppliers until they reach a critical mass of about 2500
tonnes per annum. This is the threshold level for a viable biomass business. More support is needed for
installations to increase demand for woodchip. Better grants and support is necessary for installers and
woodfuel suppliers.

There is a need for a Woodfuel suppliers network —to enable networking between suppliers and to
allow fuelstock supply, quality and contract issues to be discussed.

It is necessary to quantify fuelstock supply and develop a process for marketing raw material.

Transportation also needs to be rationalised to ensure that CO, emissions from transport are minimised.

3.5.5. Design and Architecture

State of the art equipment can cause difficulties, especially when tried and tested equipment would be
more reliable and a wealth of problem solving experience may be available.

The procurement process for appointing architects does not address the correct issues, and can result in
the wrong issues being included in the brief, and the brief not going to those with experience and
knowledge about biomass plant design.

3.5.6. Forestry

Support a mass producer to crate the momentum and confidence. — possibly by location. Logs as well as
chips need investment.

Information and advice is more valuable more than incentives and grant support.

Back a supply chain similar to existing coal merchant supply chains.
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3.5.7. Community

Forestry Commission should take a lead and sell to the market at harvesting cost to kick start supply
chains. It should have a policy of removing all material from site and should make development of
markets for biomass a priority, with added value being recovered once the biomass market is
established.

Suppliers Co-op to get suppliers talking to each other — co-ordinate log supply —training and
encouragement is required for small scale operators as well as large operators to encourage local log

supply.

There is a need for local timber supply planning —associations/groups to co-ordinate harvesting. A
mechanism needs to be put in place to enable woodfuel to be recovered from harvesting sites. There
also needs to be a method for co-ordination of supply and delivery at local levels

Woodfuel should only be sold by M3 not tonnes.

General promotion of facts including the how easy is it to look after on a day to day bases Prove as
effective as an oil boiler with minimum input

3.5.8. End User
Grant aid (100% funding)

Better carbon credits system - hard to draw down credits

Investment in skills for installation and maintenance as well as local business development is necessary
to help the industry grow in the highlands. This may be a role for HIE. System design is not properly
understood and needs to be improved. Often consultants need help in designing systems from the
council. There should be a skills and knowledge base that enables local installers to design competent
systems.

Perception that Suppliers inflate cost due to grant aid —government need to ensure suppliers are not
milking the grant system. An increase in demand would hopefully create a wider installer base and
better choice of plant.

Contract templates - Better contracts to ensure key aspects have been covered thus protecting

customer and suppliers. A framework for fuel suppliers to deliver woodfuel to a more consistent

standard would remove any fuel quality issues fr
capable of acting like a utility company would be helpful. Once projects are built, a Utility company

could take over the running. Rising energy prices will help to overcome the economic barriers, but

assistance from Government is required to reduce risk to installers.

®

Intelligent Energy Europe MAKE"IT BE
Page | 25 o



HIGHLAND

BIRCHWOODS
Coille Beithe na Gaidhealtachd

There is a need for exposure to other countries where successful schemes have been established,
allowing the experiences from there to be transferred here.
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3.6.What are the key cross sectoral working relationships and collaborative
networks required to facilitate these approaches?

3.6.1. Political

There is a need for key stakeholders to work together and form robust working relationships. HIE and
local authorities need to work closer together.

Awareness raising in general is needed, as well as good successful projects to demonstrate the
technology.

Fuel poverty needs to be addressed and renewable energy has a role to play.

The sharing of information and good practice is essential it is necessary and it is necessary to involve
community planning partnerships, end users as well as to learn from regional, national and international
projects.

There needs to be a forum where all/l sector al
communication needs to be i mproved”’

3.6.2. Institutional

There needs to be a dialogue with Building Standards Division on revisions to the Building Standards
Building Control officers need to have more information and knowledge about biomass systems

Although linkages with all parts of the supply chain are developing, they require strengthening in all
areas. It will be particularly important to ensure close linkages between land owners/managers and all
other elements in the supply chain. It is essential that those dealing specifically with sustainability issues
are included in the market development process. There is also a need for more co-operation between
NGOs Government, SEPA, FCS, to integrate policies.

The links between the biomass and financial services sector will be vital to management of financial risk
and capitalisation of the supply chain.

It is vital to integrate environmental interests, and in many ways it is Forestry Commission Scotland that
hold the key to greater inclusion of both the environmental interest and the range of stakeholders
required to develop appropriate policy and implement it.

bodi
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An innovative approach is needed to encourage Agencies, community councils, community owned
forests, to develop mechanisms for co-operatively owned machinery to enable efficient supply chains to
develop while minimising capital costs.

It will be important to develop better working relationships between installers, and between installers
and boiler supply franchises to ensure reductions in plant costs. There needs to be better
communication between training providers, accreditation bodies, grant bodies and manufacturers.
There also needs to be more communication between UK government, Scottish Government and HIE, as
well as a development of network relationships with Forestry Commission and commercial installers.

There needs to be a Highland Low Carbon Heat Network which brings together all of the interests in the
entire supply chain from growers and raw material suppliers to designers, installers, maintenance
managers, and end users.

It is vital that FCS take a lead in developing links between timber producers and between these

producers and the demand side of the market. It is also important to create links between advisory

agencies and NGO’ s, and this is another area wher
developing better relationships between grant making bodies and landowners/managers.

The biomass supply chain encompasses a wide range of stakeholders and a thoroughly inclusive

approach is essential. Fuel suppliers should cooperate and network in order to ensure that there is

always a reliable supply of fuel. There is a need for a wider range of log delivery options so that

customers can buy | arger quantities than the trad
tonne loads. An advice centre to inform customers about the nearest woodfuel supplier and the

guantities and qualities that can be delivered would be helpful.

3.6.3. Installer

Government, Local agencies, Fuel suppliers, Public

There are two key relationships that must be built and maintained: between installers and fuel suppliers
to ensure that fuel availability and quality issues are addressed; and, between installers and building
control officials. In addition there is a need to ensure close linkages between all other elements in the
supply chain because there is a general lack of communication which is hindering market development.

Revenue side speaking to the capital/ property side

3.6.4. Fuel Supplier
ENCOURAGE SUPPORT EXISTING SUPPLIERS UNTILL THERE IS ENOUGH DEMAND

1200 T AT PRESENT - 2500t TO MAKE A LIVEING

BETTER GRANTS AND SUPPORT
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Woodfuel supplier network,

Methodology for supplier user distances —opportunities with limited completion

3.6.5. Design and Architecture

It is essential to see successful sites abroad and to learn from their experience. It is also necessary to
have discussions with existing developments and to learn about barriers and difficulties which can be
avoided in future.

3.6.6. Forestry

There is a need for better promotion.HIE could do a bit more, getting knowledge out there to general
public . Highland Birchwoods projects are useful for bringing different sectors together. Community
Energy Scotland is also very good at encouraging new developments.

3.6.7. Community

Confor, FC, Contracting Association, CWA, Fuel wood suppliers need to talk to each other.
Producers to talk to each other - joint working

Government agencies FC,SNH /suppliers/why biomass not in scrappage scheme —look at these before
straight replacement

There is a need for more Public awareness, especially to the domestic sector to help communities
develop their own fuel supplies and become more energy independent.

3.6.8. End User

Community energy Scotland should help to keep prices down and distribute the grant more effectively

It is necessary to have a dialogue with Government about District Heating Schemes to ensure that they
are properly resourced, and the

Standards on good practice need to be written. A* WHI CH?"” good practice
maintaining and running DHS would be useful.

Community energy could help with the development of woodfuel supply chains as well as supplying
advice and grant aid for plant.

Buy in to a complete supply chain —manufacturers or installers should be joined up to fuel suppliers so
guaranteed supply of the right quality fuel.

gui
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Fuel supply standards need to be addressed and there should be a producer group which understands
fuel quality issues. Suppliers need to understand the requirements of user groups. This would make
procurement for fuel supply contracts easier, as each supplier would be competing on an even basis
based on a commonly understood fuel specification.
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3.7.Which of these, to the best of your knowledge, have yet to be established,
or require strengthening?

3.7.1. Political

There is a need for “hand holding” to encourage n
reliable advice and good practice to enable all levels of the supply chain to develop.

Public bodies and colleges need to co-operate and work with business and industry.

3.7.2. Institutional

Building Standards Division are working on a revision to the current Building Standards. There needs to
be input from the industry to ensure that these are fit for purpose and reflect typical local conditions.

Co-operative approach between different communities to spread capital costs/reduce contract costs
The relationship between end users and installers needs to be developed or strengthened.

It is essential that linkages between all stakeholders are strengthened, particularly those with the
financial services sector and with sustainability interests. The linkages between all land use sectors, and
specifically the environmental interest are either weak or are yet to be established.

There is lots of talk, there needs to be more action.

3.7.3. Installer

The installer —fuel supplier and installer — building control relationships both need to be established and
maintained

Carbon Reduction Credits and Renewable Heat Incentive are making it easier for energy managers to
make the case for capital investment. Information on revenue schemes needs to be mace clearer and
more accessible to building managers.

3.7.4. Fuel Supplier

Agencies need to make contacts with industry associations to ensure that they receive the correct
information about the benefits biomass. The Public Sector should take a lead on boiler installation to
show reliability.
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3.7.5. Design and Architecture

A good knowledge of the entire woodfuel process needs to be developed so that there is a cross sectoral
understanding of issues.

There is a need to access the knowledge base in the EU with regard to the architecture of biomass
buildings.

3.7.6. Forestry

More obvious and joined up promotion. There are too many organisation and the information they give
out is disjointed.

3.7.7. Community

The government should encourage utility companies to work with communities to establish local
biomass heat utility services.

3.7.8. End User

Transition town programme or similar — Powerdown aim to reduce energy in towns.

Community (Public) buildings should lead by example to prove the reliability and value of biomass
systems. The Council also needs to play a lead role.

The whole supply chain, from design and installation to fuel supply needs a forum for communication.
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3.8.Are there any significant interest groups that could have a valuable role in
bioenergy development, but which have not realised this potential to date
and should be specifically targeted with information and support?

3.8.1. Political
Fuel poverty needs to be addressed as part of the development of renewable energy, and biomass
technology could play an important role.
The public sector is developing its use of biomass, but there is still need for information and advice.

There is a need to reach out to the domestic market, and a need to provide a wider choice of fuels.

CNPA is currently working with communities to develop firewood co-operatives. Leadership is needed to
instil the idea of biomass into user groups that are not currently engaged.

Farmers need to work with timber growers to use plant and equipment to increase the potential
biomass harvest. There is potential for the farming community to increase the biomass market through
diversification.

The Findhorn Foundation and Moray Biomass Energy Project will become more involved in the future.

3.8.2. Institutional

It seems that the Scandinavians have a much better system in place and we could learn a lot from them.

A unified European Standards system would be useful, and there is some movement towards the
adoption of an EN standard where there is no equivalent BS standard. This will help Building Control
judge whether equipment is fit for purpose.

There is a need to get good information to home owners, as well as information to businesses to
encourage the growth of the sector. Apart from the environmental interests already noted marginal
farmers will have an interest, but they may also have significant impacts on open land habitats and
carbon sequestration.

There needs to be more awareness raising in the domestic market, particularly in relation to the launch
of the Renewable Heat Incentive.
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3.8.3. Installer

As yet the biomass sector has not engaged effectively with the building and building services consultants
that advise building managers on heating systems. This results in replacement fossil fuel systems, and
where biomass systems are used, over specification and installation of fossil fuel backup systems. Why
not use a biomass back up?

There are many institutions: Housing Associations, NHS, Private Schools, distilleries, Prison / Fire / Police
stations etc. which could be heated by biomass. These need to be given more information.

All the usual suspects are being slow.

3.8.4. Fuel Supplier

Set up a woodfuel supply body to discuss fuel quality, fuelstock availability and other issues.
3.8.5. Design and Architecture

3.8.6. Forestry

Estate owners need to be made aware of the ability to heat their own buildings as well as community
buildings from their own resources. Estate managers need to see the business potential of being energy
suppliers as the added value can be greater than selling some grades of timber to the traditional
markets.

3.8.7. Community

Log producers / public building procurer / architects need to talk to each other to ensure that woodfuel
systems can be incorporated into new buildings with the minimum of additional work.

End users need more Information on biomass boilers to raise awareness of the technology .

3.8.8. End User

There is a need for a wider variety of woodchip suppliers on the market, and possibly suppliers co-
operatives to become established to give better choice of quality and price.

Builders need to be informed and to see that installing biomass is a selling point.

Contractors need fixed standards and training. It might be beneficial if there were closer connections
between BRE and local contractors.
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4. Conclusion

The automated biomass industry in Highland Scotland is now about ten years old and has been mainly
the province of dedicated enthusiasts and agencies trying to promote the technology by example. This
survey represents a snapshot of the industry at a time when policy and incentives give the opportunity
for it to become a more active player in the energy market. UK and Scottish Government policy is
favouring renewable energy, but tends to favour big industry, wind and tidal electricity and centralised
generation. The Highland Biomass industry needs to recognise that biomass has the potential to supply
local decentralised energy solutions and that the potential market is very large. The governmental
renewable policies include incentives with potential to bring jobs and wealth to the Highlands but the
biomass industry will only reap these benefits if all sectors work in consort to ensure that it gets a fair
share of renewable funding.

There are many biomass success stories in the Highlands; these are the plants which we do not hear
about because they work well. This survey was intended to explore the issues which need to be resolved
to make the industry work better, and has resulted in the more negative aspects of the industry being
emphasised. This is the start of a process of making the industry more mainstream and competitive, and
the Make It Be Renewable Bioenergy Partnership has the potential to use these results constructively in
order to capitalise on the potential for biomass. The barriers are more mishap than conspiracy, and
many of them can be resolved if the right people talk to each other.

The majority of the responses indicted that there needs to be more collaboration and cooperation
between and within sectors and the critical assessments of the industry emphasised systemic failures
which can be addressed. In Central Europe and Scandinavia thriving biomass clusters exist in many
areas, creating wealth, fuel security, energy independence and local employment because the industry
is integrated and organised, enabling it to influence policy and respond quickly to changes in the market.
The survey has demonstrated that there are some outstanding issues which need to be addressed
before an integrated Highland Scotland industry emerges. There are no reasons why it should not.
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