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Sustainable aviation fuel policy in the UK

/—)_ The UK Government finalised its sustainable aviation fuels (SAF) mandate, which includes a
sub-target for power-to-liquid (PtL) fuel, buy-out price and sustainability criteria to be met.
=> There are several existing funds that the government has delivered in support of SAF, but
the industry still requires further financial support.
=> The policy landscape for SAF will likely evolve in the short term, with the potential for new
proposals targeting fuels and net zero aviation more broadly with a new Labour

\.\ government. _/

The new Labour government in the UK is in the process of designing and delivering its policy
framework for achieving net-zero aviation. The UK aerospace industry is the second largest in the
world" and aircraft, engine and parts manufacturing is expected to be the country’s third biggest
export in 2024, totalling $24.6 billion®. The government views the sector as a vital part of the
UK’s economy, alongside being an influential player in the global market. However, with
international and domestic aviation accounting for around 8 per cent of the UK's greenhouse gas
(GHG) emissions?, there is an urgent need to implement policies that will ensure the sector aligns
with climate targets.

The Jet Zero Strategy, launched in 2022, outlined the previous government's strategic vision
and plan for reaching net-zero aviation by 2050. A Jet Zero Council was established formed of
senior industry representatives and policy-makers, to provide strategic oversight of the
government's plans as key stakeholders in the sector's transition, which has since been
superseded by a Jet Zero Taskforce launched in November 2024*. Within these current plans,
sustainable aviation fuel - or SAF - is noted as ‘one of the key levers available to government and
industry to accelerate the transition to net-zero aviation'®, and they are aiming for 5 plants to be
under construction in 2025. The UK's SAF industry could be worth £16.7 billion per year in
exports by 2050, supporting approximately 130,000 highly paid jobs®, and it is our view that the
government has a leading role in delivering this huge opportunity by establishing a sustainable,
high-integrity SAF market for the UK and beyond.

Since coming to power in July 2024, the government has made progress in sustainable aviation,
including introducing a SAF Bill during the King's first speech to the House of Commons under

the new Labour government on July 17, 2024’. The Sustainable Aviation Fuel (Revenue Support
Mechanism) Bill aims to support SAF production by introducing a revenue certainty mechanism,
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https://www.gov.uk/government/publications/jet-zero-strategy-delivering-net-zero-aviation-by-2050
https://www.gov.uk/government/groups/jet-zero-council
https://www.gov.uk/government/speeches/the-kings-speech-2024#:~:text=A%20Bill%20will%20be%20introduced%20to%20support%20sustainable%20aviation%20fuel,(Special%20Measures)%20Bill%5D
https://www.thebusinessdesk.com/northwest/your-news/uk-set-to-lose-out-on-17bn-global-sustainable-aviation-fuel-industry-unless-urgent-action-taken
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1147350/pathway-to-net-zero-aviation-developing-the-uk-sustainable-aviation-fuel-mandate.pdf
https://www.gov.uk/government/news/revamped-taskforce-set-to-deliver-a-sustainable-vision-for-aviation
https://www.theguardian.com/business/2023/feb/28/scientists-uk-aviation-net-zero-ambitions-half-farmland-double-renewable-electricity
https://www.ibisworld.com/united-kingdom/industry-trends/biggest-exporting-industries/
https://www.trade.gov/country-commercial-guides/united-kingdom-aerospace-and-defense
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crucial for alternative fuel projects to secure financing. The new Government has also outlined a
number of initiatives regarding SAFs which it sees as ‘an important part of the strategy to
decarbonise air travel’, including a commitment to the SAF mandate starting in January 20258,
and over £100m of new funding for ‘cutting-edge new green aerospace projects”.

SAF mandate

The UK SAF mandate was signed into law in November 2024, which once enforced will require
jet fuel suppliers to blend SAF into conventional aviation fuel at increasing concentrations, much
like the European Union’s ReFuelEU SAF mandate. These blend quantities increase from 2 per
cent SAF as a percentage of total jet fuel demand by 2025, to 10 per cent by 2030 and 22 per
cent by 2040. They also launched a ‘SAF Clearing House’, to provide technical support and
funding towards the development, testing and qualification of SAFs'®.

Similarly to ReFuelEU, the policy has included a sub-mandate on ‘power-to-liquid’ (PtL) fuels -
referred to as synthetic aviation fuels in the EU mandate - due to their 'high GHG emissions
savings potential and low land use change risk’"". The Government noted that this type of
high-integrity SAF will require more support to get to market and help in bringing costs down for
their inputs such as green hydrogen and renewable energy, therefore it was expected that the
sub-target would be ambitious. However, the PtL target has fallen short of expectations and is
lower than the counterpart target within ReFuelEU, requiring only 0.5 per cent PtL by 2030 and
reaching a significantly lower target of 3.5 per cent PtL by 2040 as compared to the EU’s 10 per
cent target for the same year.

The current mandate includes a cap to hydroprocessed esters and fatty acid (or "HEFA' fuels)
which, though cheap and abundant, don't align with their commitment to only use waste
residues for fuels and helps create space in the market for newer SAF technologies to become
competitive. The HEFA cap starts at 2 per cent in 2025 and rises to 7.8 per cent by 2040. The
mandate also includes a buy-out price whereby jet fuel providers have a cost penalty should they
not supply enough SAF. The buy-out mechanism for the main SAF obligation is £4.70 per litre
and the PtL obligation is £5.00 per litre. Figure 1 compares the mandate targets within the UK's
SAF mandate to those of ReFuelEU.

8 Sustainable aviation fuel initiatives - GOV.UK

? Business and Trade Secretary gives lift-off to over £100 million for greener air travel - GOV.UK
10 UK SAF Clearing House
" Pathway to net zero aviation: Developing the UK sustainable aviation fuel mandate - page 36
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https://assets.publishing.service.gov.uk/media/662938db3b0122a378a7e722/creating-the-UK-saf-mandate-consultation-response.pdf
https://www.consilium.europa.eu/en/press/press-releases/2023/10/09/refueleu-aviation-initiative-council-adopts-new-law-to-decarbonise-the-aviation-sector/
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1147350/pathway-to-net-zero-aviation-developing-the-uk-sustainable-aviation-fuel-mandate.pdf
https://www.safclearinghouse.uk/
https://www.gov.uk/government/news/business-and-trade-secretary-gives-lift-off-to-over-100-million-for-greener-air-travel
https://www.gov.uk/government/speeches/sustainable-aviation-fuel-initiatives
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Figure 1: SAF blending targets in the UK SAF mandate compared to ReFuelEU Aviation mandate

Funding

The UK Government allocated significant but insufficient funds to support the growth of the SAF
market. The Department for Transport (DfT) estimate the costs for one SAF plant could exceed
£1 billion, therefore there is a significant gap in plans sufficient to meet the ambition of ‘having 5
commercial SAF plants under construction in the UK by 20252 and 'no clarity on who will fund
them’"®. These funding mechanisms target activities across the TRLs, from the innovation stage
through to demonstration. This mapping provides a snapshot of funding available as of August
2024:

Table 1: Mapping of UK funding mechanisms relevant to sustainable aviation fuels

Currently closed

Competition to support UK companies

Green Fuels, DfT
Gltee: Skies : Ricardo that pioneer new technologies to £15 million.

convert household rubbish, waste wood

12 Government support for a UK SAF industry
"3 Preparing for take off | Green Alliance - page 24
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https://www.ukri.org/councils/stfc/guidance-for-applicants/check-if-youre-eligible-for-funding/eligibility-of-technology-readiness-levels-trl/
https://www.ricardo.com/en/news-and-insights/campaigns/gfgs
https://www.ricardo.com/en/news-and-insights/campaigns/gfgs
https://green-alliance.org.uk/wp-content/uploads/2022/05/Preparing-for-take-off.pdf
https://www.gov.uk/government/speeches/government-support-for-a-uk-saf-industry
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and excess electricity into SAF.
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https://www.ati.org.uk/funding/smeprogramme/
https://www.ati.org.uk/funding/smeprogramme/
https://cp.catapult.org.uk/opportunity/hydrogen-innovation-initiative-demonstration-23-to-24/
https://cp.catapult.org.uk/opportunity/hydrogen-innovation-initiative-demonstration-23-to-24/
https://cp.catapult.org.uk/opportunity/hydrogen-innovation-initiative-demonstration-23-to-24/
https://cp.catapult.org.uk/opportunity/hydrogen-innovation-initiative-demonstration-23-to-24/
https://www.ukri.org/opportunity/jet-zero-aviations-non-co2-impacts-on-the-climate/
https://www.ukri.org/opportunity/jet-zero-aviations-non-co2-impacts-on-the-climate/
https://www.ukri.org/opportunity/jet-zero-aviations-non-co2-impacts-on-the-climate/
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https://www.ukri.org/opportunity/jet-zero-aviations-non-co2-impacts-on-the-climate/
https://www.ukri.org/opportunity/epsrc-network-plus-tomorrows-engineering-research-challenges/
https://www.ukri.org/opportunity/epsrc-network-plus-tomorrows-engineering-research-challenges/
https://www.ukri.org/opportunity/epsrc-network-plus-tomorrows-engineering-research-challenges/
https://www.ukri.org/opportunity/epsrc-network-plus-tomorrows-engineering-research-challenges/
https://www.ukri.org/opportunity/accelerating-research-outcomes-to-deliver-a-prosperous-net-zero/
https://www.ukri.org/opportunity/accelerating-research-outcomes-to-deliver-a-prosperous-net-zero/
https://www.ukri.org/opportunity/accelerating-research-outcomes-to-deliver-a-prosperous-net-zero/
https://www.ukri.org/opportunity/accelerating-research-outcomes-to-deliver-a-prosperous-net-zero/
https://www.ukri.org/opportunity/accelerating-research-outcomes-to-deliver-a-prosperous-net-zero/
https://www.ukri.org/opportunity/accelerating-research-outcomes-to-deliver-a-prosperous-net-zero/
https://www.gov.uk/government/publications/advanced-fuels-fund-competition-winners/advanced-fuels-fund-aff-competition-winners
https://www.gov.uk/government/publications/advanced-fuels-fund-competition-winners/advanced-fuels-fund-aff-competition-winners
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Possible government interventions

e Revising and raising the ambition of the Jet Zero Strategy: Some civil society
organisations',"have stated that the Jet Zero Strategy does not go for enough in terms of
climate ambition and should be updated or potentially deviated away from entirely. As of
yet, it is unclear what the new Labour government plans to do with the existing Strategy.

e Revenue certainty mechanism (RCM): Following the publication of the mandate, the
Department for Transport (DfT) under the previous government launched a consultation on
the design of a scheme, which will ‘provide an incentive for the production of SAF via price
support from tradable certificates with a monetary value'’®. The RCM was mentioned under
the SAF Bill in the King’s Speech in July, where he stated “This Bill will support SAF
production in the UK by providing revenue certainty to encourage investment in the
construction of SAF plants across the UK"". However, the details of the RCM are yet to be
finalised. The consultation outlined four options including:

' The Jet Zero strategy is an abdication of responsibility to the planet and future generations |
New Economics Foundation

> The climate opportunity for the new UK Government- Climate Action Tracker

16 Sustainable Aviation Fuels Revenue Certainty Mechanism

7 UK set to introduce SAF bill
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https://www.ukri.org/publications/ati-programme-strategic-batches-application-guidance/ati-programme-strategic-batches-what-funding-you-can-get-and-how-to-apply/
https://www.ukri.org/publications/ati-programme-strategic-batches-application-guidance/ati-programme-strategic-batches-what-funding-you-can-get-and-how-to-apply/
https://www.ukri.org/what-we-do/browse-our-areas-of-investment-and-support/future-flight/
https://www.ukri.org/what-we-do/browse-our-areas-of-investment-and-support/future-flight/
https://www.ukri.org/what-we-do/browse-our-areas-of-investment-and-support/future-flight/
https://www.ukri.org/who-we-are/who-we-fund/businesses/
https://www.ukri.org/who-we-are/who-we-fund/businesses/
https://www.ukri.org/who-we-are/who-we-fund/businesses/
https://www.gov.scot/policies/renewable-and-low-carbon-energy/emerging-energy-technologies-fund/
https://www.gov.scot/policies/renewable-and-low-carbon-energy/emerging-energy-technologies-fund/
https://www.gov.scot/policies/renewable-and-low-carbon-energy/emerging-energy-technologies-fund/
https://www.gov.scot/policies/renewable-and-low-carbon-energy/emerging-energy-technologies-fund/
https://www.safinvestor.com/news/145456/bill/
https://assets.publishing.service.gov.uk/media/66295022b0ace32985a7e802/sustainable-aviation-fuels-revenue-certainty-mechanism.pdf
https://climateactiontracker.org/blog/the-climate-opportunity-for-the-new-uk-government
https://neweconomics.org/2022/07/the-jet-zero-strategy-is-an-abdication-of-responsibility-to-the-planet-and-future-generations-1
https://neweconomics.org/2022/07/the-jet-zero-strategy-is-an-abdication-of-responsibility-to-the-planet-and-future-generations-1
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o A Guaranteed Strike Price (GSP): similar to a Contracts for Difference (CfD) model,
an agreed price is paid per litre of fuel produced to SAF producers who choose to
apply to the scheme. If a SAF producer sells SAF at a market price lower than the
'strike price,' they receive the difference. Conversely, if the market price exceeds
the 'strike price,' they return the difference.

o Buyer of Last Resort (BOLR): a counterparty steps in to purchase SAF certificates
when the market price falls below an agreed level. This would thereby agree a
minimum price for the producer’s SAF certificates redeemed through the SAF
Mandate.

o Mandate Auto-Ratchet (MAR): the mandate would adjust when there is an
oversupply in the market, to bring the price of SAF back closer to the buy-out price.

o Mandate Floor Price (MFP): includes a minimum price for certificates which is
universally applied through the mandate itself (in addition to the buy-out price).

In June 2024, Climate Catalyst joined 20 other civil society organisations in a |etter to
urge the government to stay the course in their intention of making the aviation industry
pay and avoid public money funding the aviation fuel transition.

e Changes to the UK Emissions Trading Scheme (ETS):

o Emission reduction assumptions for using SAF under the UK ETS may shift to
consider a lifecycle analysis of the type of fuel used; currently, using any SAF
assumes a 100 per cent emission reduction. In this instance, PtL fuels would
perform more favourably than biofuels.

o A consultation' was held in May 2024 to evaluate necessary changes to the
enforcement and sanctions policy of the UK ETS in light of the establishment of the
Carbon Offsetting and Reduction Scheme for Aviation (CORSIA). The outcome of
the consultation remains pending.

o The non-CO, impacts of SAFs may also be introduced, which vary vastly between
different fuels but with research ongoing®.

o Long-haul flights which account for most of the UK's aviation carbon emissions
aren't yet included in the ETS, only domestic and those departing to the European
Economic Area?.

e Kerosene tax: At present, aviation is the only transport sector that doesn’t have to pay a
duty on its fuel. Implementing a kerosene tax would help to level the playing field between
the cost of conventional jet fuel and SAFs, and particularly PtL fuels. Many advocates for
this policy also see it as necessary from an equity and just transition perspective, arguing
that airlines should not be spared fuel tax when truckers and motorists are not. By some
estimates, the revenues generated could be around £6.7 billion per year”?, with a

'8 "Strengthen UK ETS to help ensure aviation pays its climate cost." says AEF

' Enforcement and sanctions policy updates to include UK ETS and CORSIA | UK Government
20 Non-CO2 Climate Impacts of Aviation: Contrails

21 Participating in the UK ETS

22 Taxing kerosene on flights could raise £6.7 billion a year for the Treasury
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https://www.transportenvironment.org/te-united-kingdom/articles/paying-for-sustainable-aviation-fuel-should-not-be-funded-by-uk-taxpayers-civil-society-groups-say
https://www.transportenvironment.org/discover/taxing-kerosene-on-flights-could-raise-6-7-billion-a-year-for-the-treasury/
https://www.gov.uk/government/publications/participating-in-the-uk-ets/participating-in-the-uk-ets
https://www.catf.us/resource/non-co2-climate-impacts-aviation-contrails/
https://www.gov.uk/government/consultations/enforcement-and-sanctions-policy-updates-to-include-uk-ets-and-corsia
https://www.aef.org.uk/2022/06/22/strengthen-uk-ets-to-help-ensure-aviation-pays-its-climate-cost-says-aef/
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precedent set via increases to Air Passenger Duty (APD) in the 2024 Autumn Budget
Statement?.

e  Safety regulations via Civil Aviation Authority (CAA): SAF can currently be used in jet
engines to a maximum blend of 50 per cent with traditional kerosene without the need for
any modifications. In late 2023, the CAA granted a permit to Virgin Atlantic to fly on 100
per cent SAF between the UK and US?*, which took place without incident. Safety is
paramount within the aviation industry and therefore shouldn’t be compromised, yet there
are still regulatory barriers that need to be overcome for SAF to be used in higher
percentage blends and eventually at 100 per cent. In July 2024, the CAA announced ‘a
new working group to continue to support the development of hydrogen as the next step

for green fuel in the aviation industry'®.

e  Carbon pricing measures: The UK government has planned to implement a new import
carbon pricing mechanism from January 2027%, similar to the EU’s ‘'CBAM’, on
carbon-intensive products including steel and hydrogen, which will have an impact on
aviation value chains, and apply to scope 1 and 3 emissions.

e Jobs and skills: the UK Government is looking to the aviation industry to create high
quality jobs and invest in apprenticeships in the sector, with the recent launch of the Reach
for the Sky programme to encourage young people from under-represented groups to
pursue a career in aviation.

The UK Government will likely build upon their predecessor's policy framework in the coming
months to support the growth of the SAF market as part of an evolving global industry.
Activities from the public sector alone will not be enough to see this market take off, and we
are working closely with the investor community to accelerate action. To find out more, visit our
website or get in touch.

2 UK Autumn Budget | HM Treasury

2 Virgin Atlantic granted Permit to Flv for historic transatlantic 100 per cent Sustainable Aviation

Fuel flight
2 UK requlator brings together experts to give lift to the future of hydrogen fuel | Civil Aviation

Authority
26 Introduction of a UK Carbon Border Adjustment Mechanism | HM Treasury
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https://taxation-customs.ec.europa.eu/carbon-border-adjustment-mechanism_en
https://stem.caa.co.uk/reach-for-the-sky-challenge-fund/
https://stem.caa.co.uk/reach-for-the-sky-challenge-fund/
https://www.climatecatalyst.org/sustainable-aviation-europe
mailto:emma@climatecatalyst.org
https://assets.publishing.service.gov.uk/media/672a00dfabb279b2de1e8b8a/_Updated__4038_-_Introduction_of_a_UK_Carbon_Border_Adjustment_Mechanism_from_January_2027_-_Government_response_to_the_policy_design_consultation.pdf
https://www.caa.co.uk/newsroom/news/uk-regulator-brings-together-experts-to-give-lift-to-the-future-of-hydrogen-fuel/
https://www.caa.co.uk/newsroom/news/uk-regulator-brings-together-experts-to-give-lift-to-the-future-of-hydrogen-fuel/
https://www.caa.co.uk/newsroom/news/virgin-atlantic-granted-permit-to-fly-for-historic-transatlantic-100-sustainable-aviation-fuel-flight/
https://www.caa.co.uk/newsroom/news/virgin-atlantic-granted-permit-to-fly-for-historic-transatlantic-100-sustainable-aviation-fuel-flight/
https://assets.publishing.service.gov.uk/media/672b9695fbd69e1861921c63/Autumn_Budget_2024_Accessible.pdf
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