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Executive Summary

1.

Making Britain a clean energy superpower is one of this government’s five missions.
This is critical to our country — to cut bills, create jobs, deliver energy security with
cheaper, zero-carbon electricity by 2030 and to meet our net zero target.

Offshore wind will play a pivotal role in achieving Clean Power by 2030 and
accelerating to net zero by 2050 — our recently published Clean Power Action Plan
sets a capacity range of between 43 to 50GW by 2030.

The Offshore Wind Environmental Improvement Package (OWEIP) plays a crucial role
in supporting the growth of offshore wind by helping to de-risk and accelerate planning
decisions for offshore wind while protecting and enhancing the marine environment.

What is the Marine Recovery Fund (MRF)?

4.

The Marine Recovery Fund is a core component of the OWEIP. Once operational, it
will be a voluntary mechanism that organisations undertaking relevant offshore wind
activities (such as developers or plan promoters) can pay into to secure appropriate
and strategic compensatory measures (SCMs) to compensate for the adverse
environmental impacts of their projects on protected sites.

The MRF aims to:

a) speed up decision making within the planning and consenting process for
relevant offshore wind activities, contributing to the delivery of the government’s
Clean Power 2030 mission; and

b) deliver more effective and strategic measures to compensate for the adverse
environmental impacts of offshore wind-related activities on protected sites.

The Energy Act 20231 gives the Defra Secretary of State (SoS) powers to establish
one or more MRFs. This document consults on the MRF that will be established by the
Defra Secretary of State for use by relevant offshore wind activity across England,
Wales and Northern Ireland. We are working with Scottish Government on plans for
operation of a Scottish Marine Recovery Fund, see further details in paragraphs 56-58.

References in this consultation to ‘relevant offshore wind activity’ include project
developers and plan promoters, as defined in s.290 of the Energy Act 2023.

1 Energy Act 2023



https://www.legislation.gov.uk/ukpga/2023/52/section/292

About this consultation

8.

10.

11.

12.

13.

14.

15.

This consultation provides an opportunity for stakeholders to influence how the MRF
will function. We will use the responses to this consultation to finalise the design of the
MRF, including how the MRF will operate and be managed, and to inform the relevant
secondary legislation.

The introduction of this document outlines the consultation process and asks
demographic questions (Questions 1-12). Following this, there is a summary of the
MRF policy to provide an overview of the proposed operating model. The next section
presents consultation questions (Questions 13-47). It is divided into four ‘Parts’ with 2-
3 thematic sections in each Part.

Part 1 outlines the proposed application process to the MRF, including entry criteria
and the Expression of Interest forms. Part 1 also includes details on how the costs of
SCMs and associated charges for the MRF will be calculated. This includes detail on
reservation fees, deposits and the adaptive management charge.

Part 2 outlines how the MRF will deliver compensation and includes details on the
transfer of responsibility for compensation and the methodology for adaptive
management.

Part 3 addresses cross-cutting themes. It contains proposals on the possible
interaction between the MRF and the Scottish MRF, and how projects with cross-
boundary impacts will be able to access SCMs. It also outlines the role of SNCBs in
the MRF process.

Finally, in part 4, there is an opportunity to provide any additional comments on the
MRF policy overall.

In developing the MRF, Defra has engaged with:

e the Department for Energy Security and Net Zero (DESNZ)

e the Devolved Governments (DGSs)

e the Planning Inspectorate (PINS)

e the Marine Management Organisation (MMO)

e Natural England, Natural Resources Wales, and DAERA

e the Joint Nature Conservation Committee (JNCC)

e The Crown Estate (TCE) and the Crown Estate Scotland (CES)

e Offshore Wind developers

e Environmental Non-Governmental Organisations (eNGOSs)
This consultation is not intended to seek views on:

0] The SCMs to be delivered by the MRF, which are developed using a co-
design process described in the Introduction; nor

(i) The likely charge the MRF will make for each of those measures. That cost
will be set by Defra (as the MRF Operator) once Implementation and
Monitoring Plans (IMPs) are available for each measure.



16. Please note that this consultation also does not refer to the Nature Restoration Fund.
The Planning and Infrastructure Bill will establish the Nature Restoration Fund. This
will establish a more efficient and effective way for obligations related to our most
important sites and species to be discharged at a scale that has the greatest
environmental benefits. Unlike the Marine Recovery Fund, the Nature Restoration
Fund will not be limited to a specific sector. For more information on the Nature
Restoration Fund, please see the Factsheet: Nature Restoration Fund - GOV.UK.

17. We appreciate that there are developers with live applications seeking to use the
Marine Recovery Fund. DESNZ has issued guidance on how developers should refer
to the MRF in DCO applications, in advance of the MRF becoming operational. This is
available on the gov.uk website.?

18. Final guidance on all aspects of this draft policy will be published in Autumn 2025
alongside the Statutory Instrument. The MRF guidance will be reviewed and updated
periodically. Developers will be able to make applications to the MRF once it is live in
Autumn 2025.

Consultation Process

Audience and application

19.We would like to hear from stakeholders who have an interest in offshore wind
development and the delivery of SCMs in the UK.

Purpose of the consultation

20. We want to:
e Test the design and proposed policy of the MRF with key stakeholders;
e Gain evidence to strengthen the design and proposed policy of the MRF; and
e Ensure the MRF meets its policy objectives.

21. We request responses to the questions below to enable us to do so.

2 https://www.gov.uk/government/publications/strategic-compensation-measures-for-offshore-wind-activities-

marine-recovery-fund-interim-quidance/strategic-compensation-measures-for-offshore-wind-activities-
marine-recovery-fund-interim-quidance
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Consultation timelines

22. The consultation will run from Monday 31 March 2025 to Monday 12 May 2025. At the
end of the consultation period, we will publish a summary of responses and an outline
of next steps on gov.uk.

How to respond?

23. Responses should be submitted online where possible via the survey. If you have
additional information that you would like to submit as a part of your consultation
response, please email this to mrf@defra.gov.uk. Responses can also be sent by post
to the following address, please specify which questions you are responding to:

Consultation for the Establishment of the MRF
MRF Team, Defra
2 Marsham Street
London
SWI1P 4DF
24. Where you are asked to provide an explanation of your answer, please provide as

much detail as you can, so that we can understand any comments or concerns.

Use of data

25. Information and comments submitted through the consultation will be used to inform
and further develop the secondary legislation and guidance to ensure its feasibility for
delivery and that it takes into account stakeholders’ views.

Complaints procedure

26. All complaints about the consultation process should be submitted to the Consultation
Coordinator via email: consultation.coordinator@defra.gov.uk. To meet with Defra’s
service standard, all complaints will be responded to within 15 days of receipt.

Using and sharing your information

27. How we use your personal data is set out in the consultation and call for evidence
exercise privacy notice which can be found here:
https://www.gov.uk/government/publications/defras-consultations-and-call-for-
evidence-exercises-privacy-notice.
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Other Information

28. This consultation is being conducted in line with the Cabinet Office “Consultation
Principles” which can be found at: Microsoft Word - Consultation Principles (1).docx
(publishing.service.gov.uk)’.

Questions 1-12: About you

Question 1. Would you like your response to be confidential?
[Yes/NoO]

Question 2. If you answered yes to this question, please give your reason.
[Open text box]

Question 3. What is your name?

[Open text box]

Question 4. What is your email address?

[Open text box]

Question 5. Are you responding to this consultation on behalf of an individual?
[Yes/NO]
If yes, please answer questions 6, 7, and 9 only.

If no, please answer questions 5 and 8 only.
Question 6. Which organisation or organisations are you responding on behalf of?

[Open text box]

Question 7. What is the position you hold at the organisation or organisations?
[Open text box]

Question 8. If employed, briefly describe the main business activity of your company or
organisation. If you are self-employed, or looking for work, please indicate what type of
work you do. If retired, please indicate the type of work you undertook in your career.

[Open text box]

Question 9. If responding as an individual, where do you live? [Please tick one of the
following bullets]

e FEast Midlands
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https://eur03.safelinks.protection.outlook.com/?url=https%3A%2F%2Fassets.publishing.service.gov.uk%2Fmedia%2F5aafa4f2e5274a7fbe4fbacb%2FConsultation_Principles__1_.pdf&data=05%7C02%7CJess.Sealey%40defra.gov.uk%7C0ca42b04fec4433e8f8308dd6c5dd12c%7C770a245002274c6290c74e38537f1102%7C0%7C0%7C638785872374139079%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=0%2B8nCNTqG1irgB6dSQFnr3ZGRtMFymxLrXiF8FjUjE0%3D&reserved=0

e East of England

e London

e North East of England

e North West of England

e South East of England

e South West of England

e West Midlands of England
e Yorkshire and the Humber
e Scotland

e Wales

e Northern Ireland

e | live outside the UK

e Prefer not to say

Question 10. If responding on behalf of an organisation headquartered in the UK, where is
your organisation based or where are you operating? [Please tick one of the following
bullets]

e East Midlands

e East of England

e London

e North East of England

e North West of England

e South East of England

e South West of England

e West Midlands of England

e Yorkshire and the Humber

e Scotland

e Wales

e Northern Ireland

e The organisation operates throughout the UK
e Don’t know or prefer not to say
e N/A

Question 11. If responding on behalf of a multinational organisation headquartered outside
the UK, where are you operating? [Please tick one of the following bullets]

e East Midlands

e East of England

e London

e North East of England

e North West of England
e South East of England
e South West of England
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West Midlands of England
Yorkshire and the Humber
Scotland

Wales

Northern Ireland

| operate outside the UK
prefer not to say

N/A

Question 12. Which of the following best describes where you live? [Please tick one of the
following bullets]

Urban — coastal

Urban — non-coastal

Rural — coastal

Rural — non-coastal

Don’t know or prefer not to say

11



Introduction

29.

30.

31.

Making Britain a clean energy superpower is one of the government’s five missions.
The key aims of this mission include cutting energy bills, creating jobs and delivering
energy security with cheaper zero-carbon electricity by 2030, accelerating to net zero.
Central to delivering this mission is a radical expansion in offshore wind. This ambition
for offshore wind is an important component in delivering the government’s manifesto
commitment to increase the proportion of the UK’s energy generated from renewables,
to decarbonise the UK'’s electricity system.

In addition to the clean energy mission and offshore wind ambition, the government
has a commitment to boost nature’s recovery. This commitment will be achieved
through taking action to meet the UK’s Environment Act targets, as well as the
commitment to designate 30% of UK land and sea ‘for nature’ by 2030, also known as
the 30x30 commitment.®

Offshore wind will play a key role in delivering the clean power mission, but these
developments can have adverse impacts on protected habitats and species
throughout the project lifecycle. The challenges associated with managing the tension
between the government’s ambitions for offshore wind and the need to appropriately
compensate for these adverse environmental impacts has created a barrier to the
consent of offshore wind projects. The government is therefore implementing the
Offshore Wind Environmental Improvement Package (OWEIP) to help deliver a
significant expansion in offshore wind capacity, whilst continuing to protect the marine
environment.

The Offshore Wind Environmental Improvement Package
(OWEIP)

32.

The OWEIP will:

a. Reform environmental assessments for offshore wind developments (Habitats
Regulations Assessments and Marine Conservation Zone Assessments);

b. Enable strategic compensatory measures to allow unavoidable marine
environmental impacts to be compensated for at a strategic level across multiple
offshore wind projects or plans;

c. Establish industry-funded Marine Recovery Funds into which applicants can
pay to discharge their compensation obligations, underpinned by libraries of
approved SCMs.

3 Government sets out commitments to biodiversity and sustainability in G7 Nature Compact - GOV.UK
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d. Deliver Offshore Wind Environmental Standards (OWES) to set a minimum
common requirement for designing wind farms so that developers don’t need to
negotiate these individually; and

e. Develop a strategic approach to environmental monitoring for offshore wind.

33. This consultation focuses on the design of a UK Marine Recovery Fund (MRF), for
projects consented in England and Wales. Northern Irish projects may also be eligible
if agreed by Northern Irish Ministers (see paragraphs 52-55). The MRF will contribute
towards environmental commitments and targets of the Devolved Governments where
relevant.

Background to the consenting of offshore wind
developments

34. The UK has commitments to protect the marine environment including through a
network of Marine Protected Areas (MPAs). The UK’s MPA network is formed of:
a. Marine Special Areas of Conservation (SACs) and Special Protection Areas
(SPAs)%;
b. Marine Conservation Zones (MCZs)® in English and Welsh waters and the
Scottish offshore region (where they are called MPAS);
c. Marine Protected Areas designated under Scottish and Northern Irish legislation
in the Scottish and Northern Irish inshore regions; and
d. The relevant parts of Ramsar sites and of Sites of Special Scientific Interest
(SSSils).
35. The purpose of designating MPAs is to restore, preserve, and maintain biodiversity by
protecting key habitats and species. All sites contribute to the network of MPAs and
therefore to overall network integrity.

36. Offshore wind developments can be approved within MPAs (where there are no
alternative solutions and there is an overriding public interest in doing so), provided
appropriate environmental compensation is secured (under the Habitats Regulations)
and Measures of Equivalent Environmental Benefits (MEEBS) (under the Marine
Coastal Access Act (MCAA)). In practice, compensation is usually delivered by the
developer. The Secretary of State for the Department of Energy Security and Net Zero
(DESNZ SoS) is the decision maker for compensation related to offshore wind projects
requiring a Development Consent Order (DCO) in England and Wales (for example,
for Welsh projects above 350MW). This role falls to Welsh Ministers for projects within

4 SACs and SPAs are designated under the Conservation of Habitats and Species Regulations 2017 and the
Conservation of Offshore Habitats and Species Regulations 2017 (together, “the Habitats Regulations”)

5 MCZs are designated under the Marine and Coastal Access Act 2009 (“MCAA”)
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their jurisdiction; and to Northern Ireland Ministers in Northern Irish waters (within
12NM). The roles of other relevant bodies, including the Statutory Nature Conservation
Bodies, the MMO, Natural Resources Wales (NRW) and DAERA are described in
Section 3.

37.Unless otherwise stated:

a. references to compensatory measures in this consultation are to measures
required under the Habitats Regulations, MCAA, and Marine Act (Northern
Ireland) 2013.

b. references to ‘Habitats Regulations’ throughout this consultation are to include
the Conservation of Habitats and Species Regulations 2017 (as amended), the
Conservation of Offshore Marine Habitats and Species Regulations 2017 and, in
cases concerning Northern Ireland, The Conservation (Natural Habitats, etc.)
Regulations (Northern Ireland) 1995 (as amended).

The case for Strategic Compensation

38. Identifying and securing appropriate compensation in the marine environment is a
challenge. Offshore wind projects have been delayed both during and after the
planning and consenting process due to challenges identifying, securing, and
delivering adequate compensation, particularly on a project-by-project basis.

39. To address the challenge of securing adequate compensation, the Energy Act 2023
supports the use of SCMs. These are compensatory measures delivered
collaboratively where possible, and/or at scale to compensate for the adverse effects
of multiple projects on the integrity of protected sites. The dynamic nature of marine
ecosystems means that larger-scale measures are more likely to deliver the
environmental benefit needed to adequately compensate for damage. Currently,
commercial and project management information sensitivities have prevented
developers from delivering compensatory measures in collaboration with other
developers. There are also some compensatory measures that can only be delivered
by government as they are reliant on government actions — one example is the recent
decision to expand the MPA network to compensate for unavoidable benthic impacts.®

Library of Strategic Compensatory Measures (LOSCM)

40. The MRF will deliver compensatory measures deemed suitable by the Defra Secretary
of State (or, where relevant, Ministers in the Devolved Governments). These
measures will be drawn from the Library of Strategic Compensatory Measures

6 Written statements - Written questions, answers and statements - UK Parliament
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41.

42.

43.

44,

45.

46.

47.

(LoSCM). The LoSCM is published at https://www.gov.uk/guidance/offshore-wind-
development-library-of-strategic-compensatory-measures.

By using measures from the LoSCM, the MRF will provide offshore wind developers
with access to the most effective and strategic options for compensation, including
measures they cannot deliver themselves, and the opportunity to discharge their
responsibilities for delivering compensation by payment into the MRF.

SCMs will only be added to the LoOSCM once they have been approved by the Defra
SoS (or, where relevant, Ministers in the Devolved Governments). In approving SCMs,
Ministers will consider advice from the Collaboration on Offshore Wind Strategic
Compensation (COWSC) Programme, alongside independent advice from Statutory
Nature Conservation Bodies (SNCBSs).

COWSC is a collaborative governance group which brings together government
representatives, SNCBs, environmental NGOs, representatives from the offshore wind
industry, and Devolved Governments to work together in partnership. When assessing
potential SCMs, COWSC will consider whether they are ecologically effective; feasible
and/or deliverable; and strategic (meaning they can compensate for the impacts of
multiple projects).

The damage to features, habitats and species that a measure can effectively
compensate for will be specified when a measure is added to the LoOSCM. Some
SCMs may only be suitable for use in certain areas, this will also be defined when it is
added to the LoSCM. The MRF’s use of the LoOSCM will therefore ensure the
ecological feasibility and suitability of SCMs. This is intended to avoid future delays in
agreeing and securing appropriate measures.

The capacity of SCMs to deliver sufficient compensation for applicants’ projects will
vary between measures. To ensure an SCM remains ecologically feasible, its capacity
may need to be limited. If a compensatory measure no longer has capacity to provide
further compensation to new applicants, or the status of the deliverability of the
measure changes, it will be removed from the LoSCM and reintroduced if further
capacity becomes available.

If the LoOSCM does not contain an SCM that suits the applicant’s requirements, the
applicant will not be able to use the MRF. The LoOSCM currently contains three SCMs
(for further detail see paragraph 156), however this will expand as COWSC continues
their work to identify and propose further compensatory measures.

Although COWSC is the current mechanism for recommending SCMs to the Defra
SoS, this may evolve in the future. It is our intention to continue to develop SCMs in a
collaborative way, with expert advice from SNCBs and others. While it is ultimately the
responsibility of Defra to decide upon and own the measures delivered by the library,
we recognise the value of stakeholder involvement in developing measures.

15
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Establishing the Marine Recovery Fund

48.

49.

50.

51.

Alongside other measures in the OWEIP, the MRF will help accelerate decision-
making within the planning and consenting process, while protecting the marine
environment, by:

e Delivering the required compensation for multiple projects simultaneously so that
developers will no longer need to deliver these independently;

e Utilising pre-approved measures from the LoSCM, speeding up decision-making
within the planning and consenting process by removing protracted discussions
about the suitability of compensatory measures;

e Targeting compensation in the most effective locations, resulting in more benefits to
the MPA network; and

e Providing compensation for adverse environmental effects that can only be
compensated for with measures delivered by government, such as the designation
of new MPAs and/or the extension of existing MPAs as compensation for damage
to benthic features.” The MRF will allow access to government-delivered measures,
unlocking multiple offshore wind projects that are at risk due to a lack of ecologically
effective options that developers can deliver themselves.

Defra will establish the MRF and act as the MRF operator (MRFO). Defra (as MRFO)
will retain ultimate responsibility for the MRF, while being able to delegate or sub-
contract certain responsibilities to other parties. Officials within Defra (as MRFO) will
be operating the day-to-day functions of the MRF, on behalf of the Defra SoS and
Devolved Ministers. During operation, the MRF will be subject to an evaluation to
determine its future scope. This will provide greater flexibility to adapt and evolve the
MRF.

Defra (as MRFO) will provide or procure SCMs from the LOSCM. If an SCM is
appropriate to compensate for a project’s unavoidable impacts, the developer can
apply to the MRF to purchase the appropriate quantity of compensation.

The government will provide seed funding, subject to the outcome of the Spending
Review, to enable the MRF to begin to operate and deliver measures. Defra, as
MRFO, will recover the cost of this seed funding through payments from applicants so
that, in the long term, the MRF will be cost neutral to government.

Territorial scope of the MRF

52.

All relevant offshore wind activities, as defined in the Energy Act 2023, in English and
Welsh waters may use the MRF, with Northern Irish projects also eligible once

7 The designation of new MPAs and/or extension of existing MPAs is currently only approved for use in
English waters.
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53.

54.

55.

agreement has been provided by Northern Irish Ministers. We have included the
proposed approach for Northern Irish projects in this consultation for transparency.
Scottish projects with cross-boundary adverse effects on the integrity of protected sites
in English, Welsh, or Northern Irish waters may also use the MRF in certain
circumstances (see Part 3, Section 1).

Welsh and Northern Irish Ministers are the Appropriate Authority for projects
consented in their waters (for Wales, these are projects <350MW). They will be asked
to approve SCMs in the LOSCM for use in their jurisdictions with regard to their
consenting responsibilities. Existing consent processes for projects, including DCO
processes in Welsh waters and Marine Licensing in Northern Ireland’s waters, will not
change. UK government can approve certain SCMs in Welsh waters in relation to
compensation for NSIPs.

Once an SCM is approved by a Devolved Government Minister, it will be available for
use by projects under their jurisdiction through the MRF subject to any conditions on
its use in those waters. If it is not approved in a jurisdiction, it will be added with a
location stipulation precluding its use in these waters.

The Welsh Government and Northern Irish Executive will be able to propose new
SCMs to be added to the LoSCM through their membership of COWSC. Measures
proposed will be considered for use across English, Welsh, and Northern Irish waters.

The Scottish MRF

56.

S7.

58.

Recognising the separate planning and consenting process in Scotland, we are
working with Scottish Government on plans for the operation of a Scottish Marine
Recovery Fund using powers provided in the Energy Act 2023 for delegation of
operation of a Scottish fund. While formal establishment of the Scottish MRF is subject
to formal agreement from both UK and Scottish Ministers, the design of both funds is
being guided by a set of shared principles, these are:

e The funds will deliver a more streamlined process for securing compensation for the
adverse effects of offshore wind development and do so in a way that enables
strategic environmental benefits to be delivered.

e The funds will be tailored to each nation’s unique constitutional, legal and sectoral
needs, maximising their effectiveness and value.

e The funds will work in close partnership, with opportunities to broadly align
approaches being sought wherever possible and practicable.

For further information on the interaction between the MRF and the Scottish MRF, see

Part 3, Section 1: Cross-Boundary Adverse Effects.

For clarity, this consultation refers specifically to the detail of the MRF for England,
Wales and Northern Ireland. Unless otherwise stated, all references to an MRF, or the
Library of Strategic Compensatory Measures (LoSCM) are for this fund. Scottish
Government will publish a separate consultation on the policy and operation of the
Scottish MRF.

17



MRF Operational Process

59.

This section provides a detailed overview of how the MRF will operate (see annex A
for a visual representation of the process). Some of this detail is repeated in Parts 1-3
where we are asking consultation questions. However, it is presented here in full to
give an overview of the whole process upfront.

Applying to the MRF

60.

61.

62.

63.

At the pre-application stage of the planning and consenting process, developers will
engage with SNCBs for advice on the expected adverse impact(s) of their project to
produce the relevant environmental assessment documentation. These environmental
assessments highlight the type and magnitude of impact of their proposed offshore
wind developments and the amount of compensation they may require. SNCBs will
also be able to discuss with developers whether the SCMs available from the LoOSCM
are appropriate to provide that compensation. (Details of the SCMs available to
purchase from the MRF will be published).

If developers decide they would like to purchase compensation through the MRF, they
will complete and submit Part A of an expression of interest (Eol) form to the MRFO
(see annex B for an example of Eol form Part A). In the Eol, the developer will specify
the amount and type of compensation they wish to purchase and provide evidence
that they have agreement from SNCBs on the appropriateness of their proposed
compensation, without prejudice to the consenting authority’s decision. The MRF
applicant will also state a timeframe in which they expect to submit their application for
a consent which the applicant will be expected to adhere to, to prevent the indefinite
reservation of an SCM. If the LoOSCM does not contain a SCM that suits the
developer’s requirements, they cannot use the MRF until a suitable SCM is added to
the LOSCM. In this instance, the developer would be expected to source their own
compensation independently, although they could retain the right to use the MRF at a
later date if a suitable SCM were to be added.

Upon receiving the Eol Part A, Defra (as MRFO) will consider the application — there
will be a non-statutory target for Defra (as MRFO) to review and respond to the
submission of an Eol form within 60 days. If the evidence and advice provided
indicates that the SCM applied for is suitable, Defra (as MRFO) will accept the Eol and
an agreement in principle can be reached.

At this point, the MRFO will request that the applicant pay a non-refundable
reservation fee proportionate to the estimated value of the required compensation and
enter into a contract with Defra (as MRFO). This fee is intended to deter speculative
reservations and will be deducted from the total cost of the SCM. The applicant will be
expected to pay this reservation fee within 30-days to reserve the quoted
compensation. Once complete, the MRFO will provide the applicant with a letter of
acceptance, and an MRF IMP for the SCM to accompany their application for a DCO.
This MRF IMP will be based on those produced for each SCM in the library but will be
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specific to each SCM project the applicant has been allocated and contain details of
the amount of compensation reserved.?

64. The applicant can then refer to this compensation in their application for development
consent. This will demonstrate that SCMs can be secured for the project. DESNZ SoS,
or the relevant Devolved Ministers, will still be responsible for making sure that
adequate compensation is agreed and secured before consenting to an individual
project.

Post-Applying to the MRF

65. The examination process will commence with the Examining Authority (ExA) reviewing
the material submitted in the DCO application. Defra (as MRFO) will supply the
applicant with the necessary documentation regarding their use of the MRF for them to
submit as part of their consent application. During the review, SNCBs will advise on
the scale of impact and quantity of compensation required. If changes to the
applicant’s compensation requirements are needed, the applicant can request (from
Defra, as MRFO) a variation to the MRF contract for the additional amount.
Alternatively, the applicant can address the shortfall by securing and delivering any
outstanding compensation themselves, as per current industry practice.

66. The ExA will then provide DESNZ with a Recommendation Report. The MRF does not
change this part of the standard DCO process or the subsequent decision phase. The
Report will advise, as it does now, whether the compensation outlined by the
applicant, and provided by the MRF, is sufficient. If DESNZ SoS considers that the
amount of required compensation is greater than that reserved through the MRF, and
the applicant has not renegotiated with the MRFO to increase the amount of
compensation that was agreed during the pre-application stage, then DESNZ SoS
may require the applicant to provide additional compensation. The applicant can
choose to do this by renegotiating with the MRFO or by providing for the shortfall
themselves.

67. If a developer or plan promoter is informed by an SNCB that they may require
compensatory measures, they will be able to apply to the MRF in anticipation of
confirmation of the requirement. They would need to pay the non-refundable
reservation fee to reserve a compensatory measure. If it is found during the
examination stage or at the DESNZ decision making stage that the developer does
need this compensation, it will already be reserved. Conversely, if it is found that this
compensation is not required, then the developer would not need to proceed with the

8 This consultation references two types of IMPs: MRF IMPs and SCM Delivering Body IMPs, for more
information on the different IMPs, see paragraph 159.
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68.

application to the MRF. The developer would forfeit the reservation fee already paid
but not be subject to any further charge.

Once the level of compensation to be delivered by Defra (as MRFO) is contractually
agreed by the MRF applicant, the DESNZ SoS would make their development consent
decision.®

Following a consent decision

69.

70.

71.

72.

If consent is granted, the applicant is required to submit Part B of the Eol form to the
MRFO, confirming the extent and type of compensation required as per the DCO.
Developers will have 60 days from the date of receiving their DCO to submit Part B of
the Eol form (see annex C for a draft of Eol form Part B).

Upon receiving Part B of the Eol form, the MRFO will review and confirm an exact
allocation of an SCM (type and amount) to the project. There will be a non-statutory
target for the MRFO to review and respond to the submission of an Eol form within 60
days. The MRFO response to the developer will seek agreement of the final terms and
include a full breakdown of the estimated costs (see Part 1, Section 2, on costs and
charges) for the developer to use the MRF to deliver their compensation requirements.
The MRFO and applicant will also agree a reasonable time-period to pay the
outstanding balance, recognising the need for a Final Investment Decision (FID) to
proceed with the project. The deposit fee is then required to be paid by the developer
to the MRFO within 30 days. As with the reservation fee, this will be attached to the
specific project and proportionate to the amount and type of compensation required.

Following this, payment towards the full balance will be required before works relating
to the adverse effect(s) can commence. This will usually be payment of the full
balance but may be the first payment of a contractual agreement between the MRF
and developer to make scheduled payments, until the full balance is paid. In the case
of scheduled payments, the contractual arrangements will stipulate obligations
imposed on the developer for the fulfilment of payment conditions. Both the
reservation fee and deposit payments will be treated as advanced payments towards
the final full charge to applicants and will be deducted from the final payment.

The applicant’'s DCO requirements pertaining to the reserved measure will be satisfied
once DESNZ has received proof of the agreement of payment with the MRFO and
evidence that the full payment, or the first of a series of instalments, has been made to
the MRF. At this point, the MRFO will take on responsibility for the delivery of the
agreed compensation as set out in the MRF IMP, including responsibility for

9 Using the MRF does not guarantee that consent will be granted, it remains the responsibility of the DESNZ
SoS to agree that adequate compensation has been secured, and to provide consent.
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monitoring and adaptive management. In instances with annualised or repeat-
scheduled payment plans (see paragraph 146), the contractual agreement between
the MRF and the developer will stipulate obligations imposed on the developer for the
fulfilment of payment conditions.

If consent is not granted

73.

If DESNZ SoS does not grant consent and the developer wishes to resubmit a new
DCO application for consent, then their application to the MRF will remain live and
their allocated compensation will continue to be reserved. If the developer does not
proceed within the time-period agreed by the MRFO, then their reservation fee will be
forfeited.

Following full payment

74.

75.

SCMs will be delivered either directly by Defra (for example, MPA designation) or
through third parties. The MRFO may also purchase compensation already delivered
by third parties where this meets a need for compensation and is of a type approved
for the LOSCM.

Once an SCM is in place, its performance and efficacy will be monitored in line with
the relevant IMPs. The MRFO will appoint an appropriate organisation to carry out this
monitoring and report on the SCM’s performance. This reporting, as well as advice
from SNCBs, will inform the decision on whether adaptive management is required.
Monitoring reports will also be provided to DESNZ SoS, and Defra (as MRFO) will
inform DESNZ if adaptive management has been triggered. The cycle of monitoring,
reporting and implementation of any adaptive management will be continuous over the
lifetime of the SCM to ensure that the compensation conditions are satisfied. More
information on the proposed approach to monitoring and adaptive management can
be found in Part 2, Section 2.

Process for applicants with a DCO

76.

77.

78.

If an applicant already has development consent prior to the MRF being established
but seeks to secure benthic compensation via the MRF it may do so in an accelerated
process.

Prior to the MRF becoming operational, Defra (as MRFO) will provide a high-level
MRF IMP for the designation and/or extension of MPAs as benthic compensation.
From this, applicants will be able to decide if this compensation will meet their
requirements. Prospective applicants should consult with SNCBs and DESNZ in
making this decision and determining the amount of compensation they require.

When the MRF is operational, applicants may apply immediately to use MPAs as
benthic compensation by completing parts A & B of the Eol forms. Applicants should
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79.

80.

also indicate if they wish to proceed immediately to full payment or, at this stage, just
wish to reserve compensation. As part of the application, applicants will be expected to
demonstrate that they have SNCB agreement on the appropriateness of their
proposed compensation.

Defra (as MRFO) will review the application and aim to respond within 60 days. If
satisfied with the application, Defra will provide a detailed IMP, prepare a contract and
propose a payment schedule for agreement. Those applicants wishing to reserve
compensation at this stage will be asked to pay a deposit. Those applicants wishing to
secure compensation immediately will be asked to pay the first scheduled payment.
Applicants commencing full payments will then be able to provide evidence of this to
DESNZ to demonstrate the provision of compensation.

If an applicant already has development consent and wishes to secure predator
reduction or offshore ANS as compensation via the MRF, the applicant may apply as
above but will not be able to proceed to full payment until Defra (as MRFO) has
determined the full cost of this compensation and prepared detailed IMPs
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Part 1 — Policies and Consultation Questions
on the MRF application process

Section 1. MRF Application Process (Entry Criteria and
Expression of Interest forms)

81. This section outlines the proposed MRF application process, entry criteria and
Expression of Interest (Eol) forms that will be needed to access the MRF. Please refer
to the MRF Operational Process section above and annex A which contains a
flowchart illustrating the MRF application process in further detail. Please see annexes
B and C for draft Eol forms.

Expression of Interest Process
82. Developers seeking to use the MRF will apply by submitting an Eol form. This form will
ask for details of the offshore wind project and the SCM they would like to use.

83. The Eol process has two parts, A and B, to align with the planning and consenting
process. Eol Part A will (typically) take place before consent is granted. This will allow
the applicant to reference their agreement with the MRF in their consent application.
Projects that already have consent should follow the process outlined in paragraphs
76-80.

84. To reserve an SCM, applicants will be encouraged to inform Defra (as MRFO) when
they are ready to make an MRF application. Applicants will then have to formally
submit the Eol Part A and, subject to Defra’s (as MRFO) review, pay a non-refundable
reservation fee.

85. After the applicant has paid the reservation fee they will:

e have entered into a contract with Defra (as MRFO),

e have reserved the required SCM, and

e be able to refer to their above agreement with the MRFO in their Development
Consent (DCO) Application (or alternative consenting route where relevant) to
demonstrate that the proposed compensation can be delivered by the MRF.

86. If the project receives consent, applicants will submit Eol Part B and confirm the
amount and type of compensation they require from the MRF, pay a deposit fee, and
agree the timelines to complete payment to the MRF-.

87. Once the final payment has been made, and subject to any further conditions in the
DCO, Defra (as MRFO) will be responsible for delivering the compensation, including
maintenance, monitoring and, if necessary, decommissioning.
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Entry Criteria and Application Process

88.

89.

90.

91.

92.

MRF applicants (developers or plan promoters) will follow this application process. The
process will vary slightly depending on what stage of the planning and consenting
process an applicant is at when they decide to use the MRF.

The MRF will operate on a ‘first come, first served’ basis, meaning that applications
will be processed according to the submission date of their Eol Part A (further detail
outlined below). The Eol process will require applicants to express which SCM from
the published LoSCM they are interested in using and to demonstrate their eligibility
for that SCM.

Applicants must provide sufficient evidence to Defra (as MRFO) to justify securing the
requested SCMs. This is necessary to ensure that the selected compensation will be
appropriate for the relevant plans or projects. These details will be requested in Eol
Part A.

Eol Part A will require the following information:

I.  Declaration of an agreed and appropriate seabed lease or agreement for
lease from The Crown Estate.

II.  Location and design of the offshore wind plan or project proposal, including
name and generating capacity (MW and appropriate grid referencing).

lll. If the development is part of Leasing Round 5 (or later), confirmation from
the applicant that they intend to adhere to the OWES, if applicable.

IV. A summary (without prejudice) of adverse effects on the integrity of protected
sites likely to be caused by the proposed project or plan throughout its
development, operation and/or decommissioning that applicants are seeking
to compensate for via the MRF.

V. The proposed SCM and the amount required from the published LoSCM.

VI.  Documented advice (without prejudice) from the relevant SNCB
demonstrating that the nature and proportion of adverse effect to the affected
site(s) can be compensated for with the requested SCM(s).

VII. A documented opinion (without prejudice) from the relevant SNCB that the
applicant has appropriately sought to avoid, reduce, and adequately mitigate
for adverse impacts prior to seeking SCMs as a last resort.

VIIl.  Timescales for plan or project implementation, including projections of when
adverse effects on the integrity of protected sites will take place and/or be
most significant.

The applicant must inform the MRFO of any material changes to these details during
or after the MRF application process.

93. Any SNCB advice required to progress an application to use the MRF will need to be

obtained (and paid for, where relevant) directly by the applicant using the existing
Discretionary Advice Service (DAS) provided by the relevant SNCB.
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94. The MRF application process will be subject to updates as future reviews of the MRF
occur, including as additional SCMs are added to the LOSCM.

95. See annexes B and C for samples of the draft Eol forms.

Expression of Interest — Part A

96. MRF applicants will submit the completed Eol Part A (annex B). Defra (as MRFO) will
provide receipt via email that the application has been received.




97. There will be a non-statutory target for Defra (as MRFO) to review and respond to the
submission of an Eol form within 60 days.

98. MRF applicants wishing to secure more than one SCM will have to submit one Eol per
SCM that they are requesting to reserve.

99. Defra (as MRFO) will send a formal offer to the MRF applicant, and the applicant will
have 30 days to pay a proportionate reservation fee. (For further information on costs
see Part 1, Section 2).

100. The amount of compensation offered by the MRFO will be based on SNCBs’ upper
estimate for compensation needed to address the impact of the project. SNCBs
currently provide this information to consent applicants for use in the drafting of the
Report to Inform Appropriate Assessment (RIAA) and/or other environmental
assessments.

Expression of Interest — Part B

101. When the Eol Part A process is complete, the applicant will be provided with
confirmation of the reserved compensation measure from Defra (as MRFO) and will
continue with the standard consent application process to gain consent from the
relevant consenting authority. At this point, applicants can consider their compensation
secured, provided that consent is granted and the terms on which the reservation is
made are not materially changed.

102. If different compensation requirements to those reserved by the applicant are
identified during Examination and/or decision stages, the applicant will have the
opportunity to return to Defra (as MRFO) to renegotiate the reserved compensation
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prior to any consent. If agreed, Defra (as MRFO) will then provide confirmation of the
updated reserved compensation measure for the consent decision stage.

103. The applicant will be responsible for providing the consenting authority with Defra’s
(as MRFO) confirmation.

104. Once the consenting authority has consented to the project, the applicant will
submit Eol Part B (annex C) to Defra (as MRFO) to formally confirm the type and
guantity of compensation required.

105. Developers will have 60 days from the date of receiving their consent to submit Eol
Part B.

106. In the Eol Part B, the applicant will provide Defra (as MRFO) with the date by which
they intend to reach a FID and make full payment into the MRF. This timescale will be
used to understand how a project or plan is progressing and to prevent SCMs being
reserved indefinitely. However, Defra (as MRFO) will allow a certain degree of
flexibility to account for reasonable changes in circumstances.

107. The applicant will submit Eol Part B, and there will be a non-statutory target for
Defra (as MRFO) to respond to submission of an Eol form within 60 days.

108. This response will include a full breakdown of estimated cost to the applicant (See
Part 1, Section 2: Costs and Charges).

109. Applicants will then pay a deposit fee (see Part 1, Section 2) proportionate to the
amount and type of compensation required for the plan or project. This deposit will be
non-transferable between plans, projects, and applicants.
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110. The applicant will enter a conditional contract with Defra (as MRFO) at the pre-
application stage at the time of payment of the reservation fee. This will detail an
agreement to the MRF process by the applicant, and an agreement from Defra (as
MRFO) to provide the relevant consent documentation to the applicant. The details of
the agreements within the conditional contract will be finalised upon consent being
granted, will detail the applicant’s agreement to an MRF payment plan, and the
MRFO’s commitment to discharge the relevant environmental consent conditions.

Eol Process for a project that already has consent

111. Where projects have already been granted a DCO but are unable to discharge their
consent conditions, or where it is determined that adaptive management is required (as
the agreed compensatory measures did not have the impact expected when consent
was granted); the developer will be eligible to apply to use the MRF. If the LoOSCM
contains a compensatory measure that is appropriate for the project, an applicant who
already has a DCO will follow the below process:

a) The applicant submits both Eol Parts A and B to Defra (as MRFO).
b) The forms will be reviewed by Defra (as MRFO) in the same way as other
applications.



c) Defra (as MRFO) will provide a full breakdown of costs to the applicant and, if taken
forward, the applicant will be required to pay a deposit fee (rather than a reservation
fee) or, if they wish, proceed to full payment. Defra (as MRFO) will have a non-
statutory target of 60 days to provide this breakdown.

d) Once the Eol form has been reviewed and accepted by Defra (as MRFO), payment
of a deposit by the applicant will reserve compensation. Full payment or the first of
scheduled payments will secure compensation that may now be used to satisfy
consent conditions.

e) The applicant will remain responsible for meeting their DCO requirements and
following the existing processes for amending their DCO, if necessary.

Eol Process for Non-DCO/Non-NSIP Projects

112. Projects that do not require a DESNZ-granted DCO must follow their existing
planning and consenting process to determine the project’s adverse effect on
protected sites.

113. During the consent and/or marine licensing decision stages, the applicant must
inform the consenting body that they intend to use the MRF to fulfil their compensation
requirements, if applicable. The MRFO will then be included as a consultee during the
consenting or marine licensing assessment process.

114. Applicants will then submit Eol Part A to Defra (as MRFO). This will include:

a. Details of any compensation requirements informed by SNCB advice; and
b. Fulfilment of all other necessary MRF eligibility criteria outlined in paragraph 91.

115. After submitting Eol Part A, applicants will undertake the same processes as DCO-
linked applicants, including adhering (to the best of their ability) to the agreed
timescale to submit their section 36 consent (or equivalent) and/or marine license
application(s), and paying the reservation fee.

116. After reserving a measure and applying for consent, projects will subsequently
progress through the relevant decision-making processes.

117. Once DCO is granted, MRF applicants will submit Eol Part B, providing their
Ministerial consent (or equivalent) and paying the deposit.

118. Where a plan/project already has DCO, MRF applicants submit both Eol Part A and
B (see paragraphs 124-125).
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119. When Defra (as MRFO) has reviewed and accepted the Eol form/s, an applicant
with DCO will be required to pay a deposit fee only (but not a reservation fee), after
which compensation will be reserved.

120. The applicant will be responsible for providing the consenting authority with the
MRFQ’s confirmation of reserved compensation.

Significant Project Variations

121. If an MRF applicant needs to significantly redesign their plan/project in a way that
materially changes its compensation requirements, they will need to submit a new Eol
form and begin the application process again. In these circumstances, applicants will
be able to transfer their reservation fee and/or deposit to the new application within an
agreed timeframe. If the developer does not proceed within a time-period agreed by
the MRFO, their reservation fee will be forfeited.

122. Any changes to the plan or project and associated estimated compensation
requirements will need to be detailed in a new Eol form.

123. See paragraph 137 for information on how this will affect the costs to the MRF
applicant.

Plans or Projects transferring mid-compensation plan

124. All plan promoters and project developers seeking to move from their own
compensation plan to use the MRF must undertake the MRF’s Eol application
process. If the MRF applicant has a DCO (or equivalent) and the species or habitat
affected by the project has an appropriate measure in the LoOSCM, the applicant can
proceed to the post-consent MRF route.

125. Where the applicant’s existing DCO does not allow for the applicant to utilise the
MREF, the applicant remains responsible for applying for any necessary ‘change
requests’ to the DESNZ SoS.
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Plan promoters Applying to the MRF

126. Plan promoters® will be able to apply to the MRF for plan-level compensation, if the
LoSCM contains appropriate compensatory measures. In such circumstances, once a
plan promoter has undertaken their plan-level environmental assessments, the likely
adverse effects of future projects on the integrity of protected sites will be identified. A
plan promoter would be able to apply to the MRF through the process outlined for non-
DCO projects.

Limits to Compensation

127. The quantity of compensatory measures available will depend on the MRF’s ability
to source ecologically feasible measures. If compensation is limited, applicants will be
accepted and subsequently allocated their reserved compensation according to the
submission date of their Eol Part A. The quantity of compensatory measures available
will be published in the LOSCM. If a compensatory measure no longer has capacity to
provide further compensation to new applicants, or the status of the deliverability of the
measure changes, it will be removed from the LoSCM and reintroduced if further
capacity becomes available.

Section 2: Costs and Charges

MRF Quote

128. Following receipt of Eol Part A, Defra (as MRFO) will provide the applicant with an
estimated quote for the full cost of the SCM.

129. This quote may be adjusted during the renegotiation phases of the Eol process
and/or as Defra (as MRFO) receives more information about the required SCM, but
the price will be fixed for the applicant once the post-consent contract is final.

10 Plan promoters includes The Crown Estate, as well as those responsible for identifying areas for
transmission and network infrastructure (e.g. the Future System Operator), or marine planning authorities.
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Reservation fees

130. After receiving the quote from the MRFO, applicants will pay a reservation fee
based on this quote. The reservation fee is priced within bands according to the
estimated quantity and type of compensation required for the plan or project. The
reservation fee will be non-refundable, can only be used by the applicant it was
reserved by, and cannot be transferred between consent applications.

131. As shown in the table below, for compensation with a total cost of under £5m, the
reservation fee will be £75,000. For compensation with a total cost between £5m-
£10m, the reservation fee will be £125,000. For compensation with a total cost greater
than £10m, the reservation fee will be £200,000.

Table 1: Breakdown of the Reservation Fee

Charges \Detail

Proportionate to estimated cost of compensation:
(Compensation cost: Reservation Fee)
Reservation Fee <5m - £75,000

£5m-£10m - £125,000

>£10m - £200,000

Deposits

132. Defra (as MRFO) will provide a written response to the applicant’s Eol Part B to
confirm an exact allocation of an SCM, and the applicant will pay a deposit. This
response will include a full breakdown of estimated cost to the applicant including:



e the administrative costs of operating the MRF (including overhead costs for Defra,
SNCBs, other arm’s length bodies, the Welsh Government and Northern Irish
Government in relation to the operation of the MRF)1%,

e the cost of delivering the SCM,

¢ the cost of managing and maintaining the SCM,

e the cost of monitoring the SCM,

e any cost of decommissioning the SCM,

¢ the cost of the adaptive management charge for the SCM (see paragraphs 139-
145).

133. The deposit will be:
e Specific to the amount and type of compensation required for the plan/project;
e Additional to the reservation fee;

e A proportionate percentage (10% capped at £1m) to the estimated cost of
compensation required; and

¢ Non-transferable between plans/projects and non-refundable.

Table 2: Deposit Fee

Detail

Proportionate percentage (10% capped at £1m) to the cost of
Deposit Fee compensation required, as stated in the DCO (or equivalent) and

outlined in the final application form (Eol form part B).

11 To calculate this figure, the MRFO will work out total overhead costs based on a reference period of 3
years and how many contracts it will have within this time. The total overhead costs will be split by the
number of contracts to get a single overhead figure for each contract.
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134. The reservation fee and deposit payments will be deducted from the final charge to
the applicant.

135. If a plan or project already has a granted DCO consent (or equivalent), MRF
applicants will have a better understanding of the compensation required for their plan
or project. These MRF applicants will only need to pay a deposit fee - they will not
need to pay the reservation fee.

136. All reservation fees and deposits will be non-refundable.

137. Should the applicant need to increase their compensation requirements due to a
change in their plans, or a recommendation from the relevant consenting authority, the
MRF applicant will need to:

e pay the difference between the reservation fee band(s), should it change, and/or
e pay the difference to achieve the proportionate percentage of the cost of
compensation required for the deposit.

138. Partial or proportionate refunds of the reservation fee and/or deposit, because of
lesser or cheaper compensation requirements, will not be issued. However, all
payments already made will still contribute towards the final full payment for delivering
the SCM(s).

Adaptive Management Payments

139. Adaptive management involves the adjustment or replacement of an SCM if the
monitoring of such an SCM finds that it is not functioning as expected. For more
information on adaptive management, please see Part 2: Section 2

140. When MRF applicants pay in full for an SCM, the amount to be paid will include an
‘adaptive management’ charge to cover any adaptive management costs. This fee will
be set at 30% of the total estimated cost of delivery, maintenance, monitoring, and any
decommissioning of the SCM, and will be applicable to all SCMs in the LoOSCM. The
charge has been set at 30% to ensure there are sufficient funds to cover any costs
incurred while delivering the SCM over the long term, while protecting applicants from
further charges. This is necessary to allow the DCO requirement on compensation to
be discharged at point of payment into the MRF.

141. The MRFO will use this charge to fund adaptive management for SCMs across the
LoSCM. This will include:

¢ Modifying an SCM if the measure is not functioning as intended.
e Any adjustments needed to improve the SCM’s efficacy, including if the SCM has
been delivered to specification but has failed to deliver the intended outcome.
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e Agreeing a new measure where there is a reasonable guarantee of success that
the new proposed measure will meet the required objectives (see paragraph 176).

142. The adaptive management charge will not include:

e Adjustments to the quantity of compensation required if the appropriate authority
decides that the adverse effect has been greater than was specified in the original
consent.

e Adjustments to the type of compensation if the appropriate authority decides that
the adverse effect has been different to what was specified in their original consent,
and a different SCM is now required. For example, if a project that had been
predicted to only have an adverse effect on seabirds but is later revealed to be
having adverse benthic impacts, the adaptive management cost will not cover the
required benthic SCM.

143. These adjustments would be considered outside the scope of the adaptive
management charge, as the charge is linked to the specific quantity of compensation
that was agreed between the applicant and the MRFO. To accommodate these
adjustments, the applicant would have to source the adaptive management
themselves or purchase further compensation through the MRF. If the LoSCM
contained an appropriate SCM, they would follow the usual application process
outlined in paragraphs 96-110.

144. The adaptive management charge will be non-refundable, and any unused funds
from this charge will be redistributed across the MRF to make up any shortfall in
funding for other aspects of delivering SCMs.

145. As part of an MRF applicant’s ‘adaptive management charge’ process, the following
will also be agreed:

a) Defra (as MRFO) will be responsible for delivery of the compensation specified
in the applicant’s contract with Defra (as MRFO).

b) If monitoring data shows that an SCM is not functioning as expected, Defra (as
MRFO) will be responsible for delivering adaptive management. (For more
information on adaptive management see Part 2, Section 2)

c) If an SCM does not require adaptive management, the adaptive management
charge paid will remain non-refundable.

Full Payment

146. An agreed payment plan could require annualised or other scheduled payments. In
these circumstances, the developer and MRFO would agree to a schedule of
instalment payments which may be over several years or for the lifetime of the project.
The amount per instalment will be agreed up front and will be adjusted in line with
inflation.
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147. Payment plans for each applicant will vary depending on the type of SCM that they
are purchasing. Some SCMs may be suited to a one-off final payment. Other SCMs
may require significant ongoing costs, alongside the regular monitoring (for example,
predator reduction, MPA designation) which may make an agreed payment plan more
appropriate.

148. The type of payment plan will be agreed between Defra (as MRFO) and the
applicant after the submission of Eol Part B. In instances with annualised or other
scheduled payment plans, the contractual arrangements between the MRF and the
developer will stipulate obligations imposed on the developer for the fulfilment of
payment conditions.

149. The full charge for an SCM will include:

e The cost of the SCM, including the cost to deliver, maintain, monitor and
decommission the SCM.

e The cost of adaptive management, which will be a fee of 30% of the above cost for
all SCMs, to fund adaptive management for SCMs across the LOSCM.

e An administrative overhead charge for Defra (as MRFO), and any costs for ALBs,
SNCBs and Devolved Governments in relation to the operation of the MRF that are
not attributable to individual SCMs.

e All payments already made as a reservation fee and deposit will be deducted from
the full charge.

Table 3: Breakdown of the Full MRF Payment

Charges Detail

- Cost of the , . L
. Includes the developer’s share of the cost to deliver, maintain,
compensation : . S
measure monitor and, if necessary, decommission a measure.

- Cost of the Adaptive | Flat fee of 30% for all measures to contribute to fund adaptive
Management charge | management for measures across the LoSCM.

- Administrative
overheads for MRFO, . o .
ALBs. SNCBs and Considered on an individual basis for each measure.

DGs.
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Surplus funds

150. While the aim for the MRF is to be cost neutral to government, it is possible the
MRF will accrue surplus funds (for example, if adaptive management is not required).
Any initial surplus of funds act as an operating balance and replace the initial seed
funding provided by government, subject to the outcome of the Spending Review.

151. Asthe MRF matures, Defra (as MRFO) will determine an appropriate operating
balance. If an excess of funds builds up to be greater than this figure, it may be utilised
for the further development of SCMs in the marine environment.

Section 3: Discharging of Liability

152. The applicant’s DCO requirements pertaining to the reserved SCM will be satisfied
once DESNZ has received proof of the agreement of payment with the MRFO and
evidence that full payment, or the first of a series of instalments, has been made to the
MRF. Upon complete payment to the MRF, and subject to any further conditions in the
DCO (or equivalent consent), responsibility for the SCM (including delivery,
maintenance, monitoring, adaptive management and decommissioning) will sit with
Defra as the MRFO. If an applicant has agreed to a payment plan (instead of making a
singular payment post-FID), the contractual arrangements between the MRF and the
developer will stipulate obligations imposed on the developer for the fulfilment of
payment conditions.

153. Defra (as MRFO) will own and be liable for any assets associated with the
compensation including anything considered ‘overcompensation’, unless other
arrangements are made. Any costs or income linked to the asset or SCM will accrue to
the MRF, and may be used to pay for the maintenance, monitoring and potential



decommissioning of the asset. All responsibility for the delivered SCM will belong to
the MRFO, including anything considered ‘overcompensation’.

Part 2 — Policies and Consultation Questions
on Delivery

Section 1: Delivering Compensation

154. The MRF intends to deliver more effective SCMs to compensate for the adverse
environmental impacts of offshore wind-related activities on protected sites. This
section explains how the MRF will deliver compensation and ensure its ecological
feasibility.

SCMs and The Collaboration on Offshore Wind Strategic Compensation
(COWSC)

155. The MRF will only deliver SCMs deemed suitable by the Defra SoS (or, where
relevant, Ministers in the Devolved Governments) and drawn from the LOSCM. (See
paragraphs 40-47)

156. The LoSCM currently contains three SCMs approved for use in English waters:

e Artificial Nesting Structures (up to and including Round 4)
e Predator Reduction
e MPA Designation

157. The contents of the LOSCM will expand as COWSC continues its work to identify
and propose further SCMs. Every SCM in the LoSCM will have an IMP that will outline
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how the SCM is to be delivered and maintained on a strategic scale. This IMP will
include Key Performance Indicators (KPIs) that will be used in monitoring to identify if
the SCM is functioning as intended.

Choosing an SCM with SNCB Advice

158. Applicants will be expected to consult with SNCBs during the planning and
consenting process, as is current practice, to ensure the adverse effect will be
sufficiently compensated for with the SCM that they are selecting. When an applicant is
selecting the SCM that they would like to purchase, they will have to provide SNCB
confirmation that they have adhered to the mitigation hierarchy and are seeking
compensatory measures as a last resort (for more information on the role of SNCBs,
see Part 3: Section 2).

IMPs: SCM delivery body IMPs and MRF IMPs

159. The MRFO will use the SCM delivery body IMP to develop an applicant-specific
MRF IMP. The SCM delivery body IMP refers to the IMP developed by the SCM
delivery body, such as COWSC. The MRF IMP refers to the specifics of how the
applicant’s selected SCM will be implemented and monitored. The MRF IMP will be
supplied to DESNZ SoS as part of the consenting application.

Responsibility for SCMs and Monitoring

160. The MRFO will endeavour to deliver the SCM prior to the impact occurring. The
SCMs will be implemented according to the applicant-specific MRF IMP, informed by
the SCM delivery body IMP. If required, the MRFO may contract a third party to deliver
the SCM.

161. Unless other arrangements are made, the MRFO will hold responsibility for all
delivered SCMs. This includes their continued monitoring, evaluation, adaptive
management and decommissioning.

162. Monitoring will take place to ensure that all SCMs are functioning as intended
against the KPIs provided by COWSC. If monitoring reveals that the SCM is not
functioning as intended, the MRFO will implement adaptive management. (for more
information on adaptive management see Part 2, Section 2).

163. Defra (as MRFO) may contract an appropriate organisation to monitor and report on
the SCM’s performance. This reporting, as well as advice from SNCBs, will inform the
provision of any adaptive management for the SCM. Monitoring will vary depending
on the type of SCM. Monitoring reports will also be provided to DESNZ (and/or
Devolved Ministers where relevant). The cycle of monitoring, reporting and
implementation of any adaptive management will be continuous over the lifetime of the
SCM to ensure that the compensation requirements continue to be satisfied.
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‘Complete’ compensation and Decommissioning of SCMs

164. SCMs (or their adaptive substitutes) must remain in place until the impact triggering
the need for compensation has ceased and there is no further impact or adverse effect
on the site’s integrity which remains to be compensated for. Defra (as MRFO) will
utilise appropriate technical advice to decide when the need for compensation has
ceased.

165. Each SCM will be decommissioned on a case-by-case basis, considering the
ongoing ecological benefit of the SCM, costs, risks, and the wider environmental and
political situation at the time.

166. An SCM may not be decommissioned if it can be reallocated to another
development seeking strategic compensation through the MRF, if appropriate, or an
alternative purpose can be found. When considering options for decommissioning,
each SCM will be considered on a case-by-case basis.

167. For some impacted features, it might be necessary to keep the SCM permanently if
a feature was destroyed or allow an additional time-period for the habitat to recover
from the adverse effect.

168. Any costs of maintaining the SCM until all projects that applied for the
compensatory measure are decommissioned will be borne by the MRF.

Section 2: Adaptive Management

169. Adaptive management is the adjustment or replacement of an SCM if the
monitoring of such an SCM reveals that the SCM is not functioning as expected.

170. SCMs may require adaptive management to ensure they function effectively
throughout their lifetimes.
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171. All applicants to the MRF will be required to pay an Adaptive Management Charge.
For more information on how this charge will be calculated and what it will be used for,
see Part 1, Section 2: Costs and Charges.

172. Monitoring of SCMs will be undertaken on a case-by-case basis (see paragraph
199) and will reveal if an SCM is not functioning as expected. If the SCM is not
functioning as expected, the MRFO will activate the adaptive management plan for an
SCM, as outlined in the corresponding MRF IMP.

173. Adaptive management can include:

e modifying existing SCMs; or
e agreeing a new SCM where there is a reasonable guarantee of success that the
new proposed measure will meet the required objectives.

174. The details of the adaptive management for each SCM will be shaped by COWSC'’s
Key Performance Indicators (KPIs) for an SCM. KPlIs for each SCM will be supplied by
COWSC in the IMPs attached to each SCM in the library.

175. The adaptive management recommendations will have three phases, referred to as
the adaptive management hierarchy. This approach aligns with current practice and
provides a structure for Defra (as MRFO) when implementing adaptive management.

176. There are three phases of the hierarchy:

e ‘Adaptive management actions’, for example, actions taken to improve the
efficacy of the existing SCM — such as an improved version of predator
reduction.

e ‘Adaptive management substitute measures’, for example, entirely new
measures that need to be delivered because amending the delivery of the
original measure to improve its efficacy is not feasible.

e ‘Adaptive management second substitute measures’, for example, a new
measure targeted at other benefits to the MPA network. These will still be a
measure or package of measures selected from the LOSCM.

177. The hierarchy will ensure that adjustments are ecologically efficient and cost
effective. Any measures used for adaptive management, at any stage of the hierarchy,
will also have to be published in the LoOSCM.

178. If a project delivering their own project-level compensation without using the MRF
required an alternative measure as part of their adaptive management process, they
could apply for use of the MRF to deliver this. If the SCM they require is available via
the LOSCM, applicants would follow the same standard MRF process, as outlined in

paragraph 112. These applicants would still be subject to the adaptive management
charge.
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Part 3 — Policies and Consultation Questions
on Cross-Cutting Considerations

Section 1: Cross Boundary Adverse Effects

179. Scottish Ministers have requested delegated functions to enable them to operate a
Scottish MRF that aligns with Scotland’s unique consenting and licensing
requirements. Scottish Ministers will determine the appropriate compensatory SCMs
on offer through it.

180. Defra and the Scottish Government have agreed the two funds should operate on
the following principles:

a) The Funds will deliver a more streamlined process for securing compensation
required in respect of offshore wind developments and will do so in a way that
enables strategic environmental benefits to be delivered.

b) The Funds will be tailored to each nation’s unique constitutional, legal and
sectoral needs, maximising their effectiveness and value.

c) The Funds will work in close partnership, with opportunities to broadly align
approaches being sought wherever possible and practicable.

181. For clarity, this section will refer to the MRF and the Scottish MRF, whereby the
MRF is the subject of this consultation and refers to the fund that will primarily accept
applications from projects consented in England, Wales, and Northern Ireland, while
the Scottish MRF refers to the Scottish fund that primarily accepts applications from
projects consented in Scotland.

Delivering compensation through two Marine Recovery Funds

182. For projects with adverse effects on the integrity of protected sites where the project
is consented, the following process will apply:
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a. If a project is consented in England, Wales, or Northern Ireland, then applicants
wishing to use a Fund for strategic compensation would apply to the MRF.

b. If a project is consented in Scotland, applicants wishing to use a Fund for
strategic compensation would apply to the Scottish MRF.

183. For projects with adverse effects on the integrity of protected sites in the jurisdiction
of a different MRF to where the project is consented — such as English projects with
adverse effects on the integrity of Scottish protected sites — the following process will
apply:

a. Where a project has adverse effects on the integrity of protected sites in the
jurisdiction of both the MRF and the Scottish MRF — for example, a project
consented in England with adverse effects on the integrity of protected sites in
both England and Scotland — developers would apply to the Fund where their
project is consented to address impacts in that jurisdiction.

b. To compensate for adverse effects on the integrity of protected sites in the
jurisdiction of the other MRF, developers will choose whether to apply to the
Fund where their project is consented or where the adverse effect occurs. For
example, a project consented in England with adverse effects on the integrity of
protected sites in both England and Scotland could choose whether to apply to
the MRF or Scottish MRF to address adverse effects on protected sites in
Scotland. Applicants would have this choice when addressing adverse effects
on the integrity of protected sites for either mobile or benthic features.

184. The relevant determining authority will remain responsible for deciding whether the
SCMs secured through an MRF are sufficient to meet the compensation requirement
for a project, regardless of the jurisdiction of the MRF that developers apply to.

185. After thorough consideration of all the options, this approach was considered most
effective at reducing complexity and speeding up decision-making within the planning
and consenting process across the UK for projects with cross-border effects.
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Section 2: Role of SNCBs and other relevant bodies

186.

In addition to the consenting authorities, there are other relevant bodies who will

have a relationship with the MRF:

187.

a. Statutory Nature Conservation Bodies (SNCBs)*?, who have a statutory role in
the consenting process, providing expert advice and evidence to the Planning
Inspectorate (PINS), DESNZ SoS, and Devolved Minsters including NRW in
delivery of Marine Licenses. They also provide advice to developers and the
relevant regulator(s) on the potential adverse effects a project may have on the
integrity of protected sites, how they can be addressed, and options for
compensatory measures.

b. The Marine Management Organisation (MMO) who grant marine licences under
MCAA for projects in English waters (including those that are not deemed by the
DESNZ SoS during the DCO process) and consent under s. 36 of the Electricity
Act 1989 for the generation of electricity if the generating station will have
capacity between 1 and 100MW.

c. NRW, acting on behalf of the Welsh Ministers, who grant marine licences under
MCAA (as amended by the Wales Act 2017) for projects in the Welsh inshore
and offshore regions. DESNZ SoS may deem a marine license for a DCO
project in the offshore area, in certain circumstances where the whole project is
located in the offshore region, with NRW agreement.

d. DAERA is responsible for both nature conservation and marine licensing in the
Northern Ireland inshore region.

These SNCBs have existing statutory and non-statutory roles in the consenting and

licensing of offshore wind projects in English, Welsh and NI waters:

188.

Natural England (NE),

Natural Resources Wales (NRW),

the Joint Nature Conservation Committee (JNCC) and,

the Council for Nature Conservation and the Countryside (CNCC),

the Department for Agriculture, Environment and Rural Affairs (DAERA).

SNCB responsibilities include advising on potential impacts, advising on

compensatory measures and monitoring the condition of the Marine Protected Area
(MPA) network.

189.

The MRF does not change existing SNCB roles in the offshore wind planning and

consenting process. Defra (and Devolved Ministers where relevant) will ensure that

12 Natural England (NE), the Joint Nature Conservation Committee (JNCC), Natural Resources Wales
(NRW), NatureScot.
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SNCBs have the capacity to carry out their role effectively if demand for SNCB input
increases (for more information see paragraph 200).

Before applying to the MRF

190. As part of the planning process, SNCBs will continue to provide the applicant with
expert advice on:

e the possible impacts on protected sites and species, as well as wider marine
environment,

e the requirements for ecological assessments,

e suitability of compensation proposals,

e guidance on environmental regulations.

191. Applicants wishing to use the MRF will be required to make use of this
Discretionary Advice Service (DAS). Relevant SNCB comments will be required to
complete the applicants’ Eol application to the MRF; therefore no additional function is
required from the SNCBs at this stage. SNCBs will be able to cost-recover for this
service via direct charges to the applicants, as per current practice.

192. SNCB comments on the suitability of the type and quantity of compensation that the
applicant wants to secure will inform the MRFQ’s decision to reserve compensation for
a specific project. The quantity of compensation reserved will be based on the upper
estimate of compensation required, as advised by the SNCB(s), and without prejudice
to the consenting authority.

193. The applicant must demonstrate that the relevant SNCB(s) are content that they
have exhausted the mitigation hierarchy and will therefore likely require compensation,
subject to the consenting authority’s decision.

DCO and Marine Licence applications

194. SNCBs will maintain their current roles in assessing DCO applications (or their
equivalents) and marine licences.

Choosing Measures for the Library of Strategic Compensatory
measures

195. SNCBs have representatives in relevant COWSC groups through which they will be
able to recommend new SCMs for the LOSCM. The process for choosing new SCMs is
set out in paragraphs 40-47.

196. After an SCM has been added to the LoOSCM, an Implementation Group will be
formed with SNCB representation to produce an IMP for use by the MRF Operator.
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Location for the delivery of an SCM

197. COWSC will make a recommendation on the potential location options for each
agreed SCM, and will prioritise ecological impact, deliverability and site suitability.
SNCBs will be able to advise on a case-by-case basis whether the location proposed
is the right one.

Welsh and Northern Irish SNCBs

198. Welsh SNCBs, DAERA, and JNCC in Welsh and Northern Irish offshore waters, will
have a role in:

Advising the MRFO that compensation is suitable for a project, either:

o within their waters, or
o with cross-jurisdictional impacts on their waters (including if compensation is
delivered inside and/or outside DG waters)?!3
e Analysing the data from monitoring and feeding into adaptive management plans.
e COWSC to advise on the inclusion of new SCMs.
e SNCBs with the remit for Welsh and Northern Irish offshore waters will exercise
these roles as appropriate.

Monitoring

199. The MRFO will be responsible for ensuring the monitoring of SCMs. Defra (as
MRFO) may contract monitoring to a suitable body, to be determined at the discretion
of Defra (as MRFO). Monitoring of SCMs will be determined on a case-by-case basis
for each SCM delivered. If monitoring requires SNCB involvement, any additional
function specific to the MRF will be cost-recoverable.

13)fa project in a particular jurisdiction is having a cross-boundary impact in another jurisdiction within the
scope of the MRF, the MRFO would encourage the use of a measure that has been approved for use across
all jurisdictions using the UKG MRF. The SNCBs from each jurisdiction involved will be able to come to an
agreement on suitable compensation through the current consenting and licensing process.
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Additional Costs

200. There may be instances in the delivery, monitoring and management, of SCMs
where the MRFO will need to consult with SNCBs. Associated costs will be covered in
the ‘Administrative Overhead’ charge to developers.

Part 4 — Final Comments




