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Economy, Energy and Tourism Committee 
 

19th Meeting 2012, (Session 4), Wednesday, 6 June 2012 
 

  Renewables Inquiry 
 
Background 
 
1. The following submissions have been received from today’s witnesses in 
response to the Committee’s call for evidence: 
 

 West Coast Energy Ltd 
 Burcote Wind 
 Vattenfall 
 Renewable energy Consultants Ltd 
 Scottish Power 

 
 
 

 
  

Vikki Little 
Committee Assistant 

June 2012 
 
 
 
 



EET/S4/12/19/1 

2 
 

  
SUBMISSION FROM WEST COAST ENERGY LTD 
 
TARGETS 
 
Are the 2020 renewables targets (for electricity and heat) achievable? If not, 
why not?  
In theory, the 2020 renewables targets are achievable, predominantly through on-
shore and off-shore wind.  There are significant barriers to their achievement 
however; 

a. the gaining of planning consent, particularly for on-shore schemes,   
b. the attainment of timely connections to the electricity grid at reasonable cost, 

and  
c. aviation and radar, with the MOD recently taking a ‘harder line’ and objecting 

to on-shore planning applications whereas they had no objection at the 
scoping stage.  
 

These issues have the potential to significantly slow down the progress towards the 
achievement of the targets.  
 
What contribution will achievement of the 2020 renewables targets make to 
meeting Scotland’s CO2 emissions targets (a reduction of at least 42% by 2020 
and an 80% reduction target for 2050) under the Climate Change (Scotland) Act 
2009?  
Within the global community, it is now widely accepted that climate change is largely 
attributed to the way in which energy is generated, principally through the 
combustion of fossil fuels. The energy supply sector is the biggest single contributor 
to the UK’s CO2

1.  The principal environmental impact from the burning of fossil fuels 
is the build up ‘greenhouse gases’ and particularly of CO2.  
 
There is commitment at International, European, UK and Scottish levels to tackle the 
causes of climate change and all recognise that one of the main ways in which to 
achieve this is to increase the amount of renewable energy generation.  
 
The essential benefits of using renewable sources to produce energy and electricity 
are that they are undepletable, safe, and do not release any gaseous emissions into 
the atmosphere during operation.  When the electricity generated by renewable 
sources is connected into the national electricity grid, it generally displaces other 
sources of generation, and the nature of the system is that these will normally be 
fossil fuel sources. 
 
There has been a debate for a number of years about the actual level of emissions 
savings that might arise from renewables and from wind energy in particular. 
However, one certainty is that over the course of its operational life, every unit (kWh) 
of electricity generated renewable sources will offset CO2 that would have otherwise 
been produced if that electricity had been generated using fossil fuels like coal and 
gas. The CO2 emissions from fossil fuel fired generators varies from 357 grams 
(natural gas) to 880 grams (coal) of CO2 per kwh of electricity (Digest of UK Energy 
Statistics, DECC/BERR July 2008). 
                                                        
1 DEFRA, March 2006, Climate Change - the UK Programme 2006 
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Renewable UK, the industry body, has taken a conservative line by assuming an 
average of CO2 emissions across all grid-connected sources, of 430g per kWh of 
electricity. At planning Inquiries, it has been known for Planning Inspector’s to adopt 
this figure as the “minimum savings figure” from a wind farm’s electricity production, 
and to conclude that the savings of CO2 were still substantial. 
 
By reducing reliance on the production of energy from fossil fuels, the achievement 
of the 2020 renewables targets will therefore make a substantial and essential 
contribution towards meeting Scotland’s CO2 emissions targets. 
 
Has the Scottish Government made any estimation of the overall costs of 
achieving the targets, and identified which parties will bear them?  
The Scottish Government is best placed to answer as to whether they have made 
any estimation of  the costs, and address this briefly within the Scotland Renewable 
Energy Routemap 2020. 
 
For onshore wind, all of the development costs in identifying and progressing sites 
through the planning system, grid connection process, construction and onto 
operation are all borne by the private sector.  The only ‘subsidy’ is via the 
Renewables Obligation regime, under which electricity supply companies have to 
purchase certain amounts of electricity each year from renewable sources.  
 
When considering the ‘costs’ of achieving targets, account should also be taken of 
the costs to consumers if the renewable energy targets are not achieved, and 
greater reliance is made in the energy mix upon fossil fuels, the majority of which are 
imported from politically unstable countries. The Scottish Government has already 
decided that it does not want nuclear, and so this cannot be considered as an energy 
source in the future. 
 
CHALLENGES  
 
a) Technology 
Are electricity generating or heat producing technologies compatible with the 
need for security of energy supplies?  
Absolutely yes. A diversity of energy sources – ensuring that the UK is not 
dependent on any one supplier, country or technology – is fundamental to managing 
the risks to the UK’s security of energy supply. The ability to ensure electricity 
suppliers from sources that are not open to foreign intervention is one of the key 
planks of the national energy policy2.  
 
The UK is a net importer of energy, with a dependency level of 28%, continuing the 
trend from 2004. The UK imports more coal, manufactured fuels, crude oil, electricity 
and gas than it exports. In 2010 UK gas exports were close to record levels3. In the 
longer term, the decline in UK fossil fuels will leave the country even more 
dependent on fossil fuel imports from international markets.   
 

                                                        
2  BERR, July 2009, UK Renewable Energy Strategy 
3  DECC, July 2011,  Digest of UK Energy Statistics 2011 
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The Scotland Routemap 2020 states that; “In an uncertain world where energy 
markets can be volatile and subject to wider political forces, maximising Scotland’s 
own security of supply will be vital; and utilising our own indigenous sources of 
renewable energy will provide an important element of our overall energy security. 
Indeed, our rich resources of wind, wave, water and biomass, harnessed efficiently 
and in harmony with the environment, can help Scotland achieve energy 
independence. Renewables play an important role in strengthening security of 
supply, as part of a wider energy mix….”. 
 
Renewable energy has a major part to play in increasing both the security and 
diversity of energy supply. It provides an energy source that is not open to 
interruption by the actions of foreign governments or others, and will ensure that the 
UK is not dependent on any one supplier, country or technology. 
 
 
 
(c) Planning and consents  
 
Is the planning system adequately resourced and fit for purpose?  
Currently, local authority planning departments, the Scottish Government’s Energy 
Consents and Deployment team, Marine Scotland and agencies such as Scottish 
Natural Heritage and the Scottish Environment Protection Agency are operating 
under increasing pressure to respond to an ever-greater volume of renewable 
energy applications – both onshore and offshore. In return for paying planning fees, 
developers are often met with long, costly delays in determination times, refusal by 
authorities to meet to discuss applications, and repeated requests for further 
information.  
 
Decision makers are often not sufficiently equipped in terms of technical expertise or 
staff resource to process and make judgements on what are comparatively complex, 
technical projects and lengthy applications. This resource constraint has led to a 
number of local authorities and consultees now starting to charge applicants for pre-
application meetings. 
 
It is crucial that consenting and advisory bodies are adequately resourced to engage 
with applicants throughout the process, and to make well informed, timely decisions, 
if the renewable energy and climate change targets are to be met. 
 
There is also often a disconnect between national and local policy and decision 
making. Scottish Planning Policy states, “development plans should support all 
scales of development associated with the generation of energy and heat from 
renewable sources, ensuring that an area’s renewable energy potential is realised 
and optimised in a way that takes account of relevant economic, social, 
environmental and transport issues and maximises benefits”. 
 
A number of local authorities have however missed the deadlines for updating their 
local development plans and supplementary planning guidance, including the 
creation of spatial frameworks for wind farms. 
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Some local authorities’ planning guidance is also being used as a significant 
consideration in the decision making process while only in draft form. In some cases, 
the planning guidance is inconsistent with national policy, is becoming more 
prescriptive, and does not provide proportionate guidance across a range of 
renewable energy technologies.  
 
In order to ensure government target are delivered, revised supplementary guidance 
across all authorities must be in line with SPP and subject to an appropriate level of 
policy scrutiny by the SPEA/Scottish Ministers to help calibrate methodology, aid a 
consistent approach and ultimately avoid planning by appeal. 
 
Schemes of Delegation and Local Review Bodies were introduced to create a more 
efficient planning process for applications within the category of “local 
developments”. However, there are different approaches to Schemes of Delegation 
being followed across various local authorities, which in turn reduces the 
predictability of the system and heightens the profile of risk for those investors, 
developers, land owners and communities that can make a meaningful contribution 
towards national renewables targets. 
 
Where refusals by the planning officer have led to appeals being determined by the 
Local Review Body (LRB), in some cases it appears that LRBs are ill-equipped to 
make decisions due to the complexity and level of technicality of projects. 
The hierarchy of developments for renewable energy projects and the Local Review 
Bodies should be reviewed by the Scottish Government to ensure sound 
determinations are made based on planning grounds. 
 
How can national priorities be reconciled with local interests?  
Scotland’s communities receive well documented nation-wide benefits from 
renewable energy such as environmental benefits and security and diversity of 
energy supply. Local community interests are  also served by renewable energy 
development through the significant economic development opportunities, job 
creation and social benefits it brings, as explained below.  
 
The renewable energy industry is a major employer and generator of jobs within 
Scotland and the UK as a whole. Studies commissioned by RenewableUK and 
Energy & Utility Skills reported that for April 2010 the wind and marine energy 
industry directly employed 10,600 full-time equivalent employees and a 91% 
increase in full-time employment in the sector between 2007/8 and 2009/10. The 
growth in employment stands in contrast to the overall UK employment level, which 
has shrunk during the same period by 3.4%. 
 
The National Energy Statement for Energy (EN-1)4 predicts that the renewable 
sector will deliver up to half a million jobs by 2020 in the UK.  
 
The economic advantages to the UK as a whole are summarised in the UK 
Renewable Energy Strategy;  “Meeting our share of the renewable energy target will 
provide around £100 billion worth of investment opportunities and up to half a million 
jobs in the UK renewables sector by 2020.” 
 
                                                        
4  DECC, July 2011, Overarching National Energy Statement for Energy (EN-1) 
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The economic benefits arising from renewable energy is well recognised by the 
Scottish Government. Scotland’s 2020 Routemap predicts that the renewables 
sector will create 40,000 jobs and of £30b of investment in the Scottish economy by 
2020. The Climate Change Delivery Plan5 states; “The drive to reduce the impact of 
climate change will have other positive advantages for Scotland. It will create 
economic opportunities in renewable energies, from world-leading technology export 
and manufacturing opportunities in marine energy and deep-water offshore wind-
power, to rural jobs in biomass and renewable heat.”  
 
There are many recent examples of inward investment in renewable energy 
technology in Scotland, with the consequential job creation and economic growth. 
Spanish wind turbine maker Gamesa unveiled plans in January 2011 for major 
investment in the form of an offshore wind technology centre in Glasgow and a 
turbine manufacturing base in Dundee, with 300 jobs expected to be created. The 
news was announced by First Minister Alex Salmond at Holyrood, who said; "(This] 
is further testament to Scotland's leading role in the global development and 
deployment of renewables".  
 
In March 2011 Doosan Power Systems announced plans to locate a research centre 
in Renfrew employing up to 200 people. They also want to build a manufacturing 
plant in Scotland, creating up to 500 direct jobs and 1,000 supply-side jobs.  
 
In December 2010 Mitsubishi revealed their plans to invest £100million into a 
renewables research centre in Edinburgh which will create 200 jobs.  
 
Gaia-Wind opened a £5 million turbine manufacturing, design and distribution facility 
in Glasgow in early 2011. After only two months, the plant is churning out four 
turbines a week with plans to up that to at least eight later in the year. Over the first 
year, Gaia-Wind expects to produce 350 new turbines, and, over time, to pump £5 
million into the Scottish economy. 
 
The company is expecting the new facility to create jobs for around 80 workers, with 
more possible in the supply chain through transport, electronics, steel fabrication, 
dealers and contractors. 
 
A Scottish research centre powered by stored energy from a wind turbine was 
officially opened in January 2011. The Hydrogen Office, which forms part of Fife’s 
Energy Park, at Methil, is expected to become one of Europe’s leading locations for 
creating and developing renewable technology.  The £4.7million centre houses a 
hydrogen production system that captures energy from a 750-kilowatt wind turbine, 
stores it as hydrogen when the wind is not blowing and then uses a fuel cell to 
generate electricity from the hydrogen when required.  
 
After the official opening, Scottish Enterprise chief executive Lena Wilson said: “The 
benefits which this highly innovative, low-carbon energy facility presents are 
tremendous…… And for Scotland’s economy it will boost the development of green 
jobs by serving as an international demonstration centre for renewable and hydrogen 
energy technology, capturing a share of the £3trillion global low-carbon market”. 
 
                                                        
5 Scottish Government, June 2009, Climate Change Delivery Plan: Meeting Scotland's Statutory Climate Change Targets 
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Diversification of the energy production base helps not only with security of supply 
but also to ensure the affordability of energy and to address fuel poverty. The 
Government considers a household to be in fuel poverty if it needs to spend more 
than 10% of its income on fuel for adequate heating (usually 21 degrees for the main 
living area, and 18 degrees for other occupied rooms). Increasing energy costs have 
the greatest impact on the most vulnerable groups in society such as the elderly and 
low income families. A diverse range of energy production through the use of  
renewable energy helps to its affordability by all. 
 
Renewable energy projects are often accompanied by community benefit funds, 
normally linked to the generation capacity of the project,  which can be used to 
support a wide range of community initiatives in the local area. The decision on how 
and where to spend these funds is normally made by the local community through 
the establishment of trust funds, or through community councils. They can be used 
to fund a wide range of initiatives which benefit the local community as a whole such 
as building a community centre, youth based activities, improving local sports 
facilities, etc.  
 
Thus, in conclusion, national priorities can be reconciled with local interests.  
 
 
West Coast Energy Ltd 
8 March 2012 
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SUBMISSION FROM BURCOTE WIND  
 
1. Are the 2020 renewables targets (for electricity and heat) achievable? If 
not, why not? 
 
Technically speaking, the 2020 renewables targets are achievable. The technology, 
especially for onshore wind, and the political will is there. However, Burcote Wind 
believes that the complexities of the planning process and the high costs associated 
with connection to the electricity grid present significant barriers, especially for 
onshore wind projects which will form the vast majority of renewable energy 
installations needed to meet the targets. We believe that these barriers have the 
potential to jeopardise the achievement of the targets.  
 
2. What contribution will achievement of the 2020 renewables targets make to  
meeting Scotland’s CO2 emissions targets (a reduction of at least 42% by 2020 
and an 80% reduction target for 2050) under the Climate Change (Scotland) Act  
2009? 
 
Burcote Wind believes that progress towards meeting the 2020 target for the 
equivalent of 100% of Scotland’ electricity needs to come from renewable sources 
will make a significant contribution towards the achievement of CO2 reduction 
targets. Our pipeline of projects alone totals around 790MW, enough to displace 
approximately 1.1million tonnes of CO2 per annum. 
 
3. Has the  Scottish Government made any estimation of the overall costs of  
achieving the targets, and identified which parties will bear them? 
 
For onshore wind, the significant up-front costs prior to the construction and 
operation of a wind farm are borne entirely by the developers. In Burcote Wind’s 
case, we have raised all of our operating capital from private investors and have 
received no public grants or subsidies. Consumers only pay for renewable electricity 
via the Renewables Obligation after a wind farm starts to produce electricity. 
 
Challenges 
 
4. Are electricity generating or heat producing technologies compatible with 

the need for security of energy supplies? 
 
Burcote Wind believes that the ability to generate our own electricity from renewable 
sources such as onshore wind will help to provide greater energy security for 
Scotland and the rest of the UK in the future.  
 
Natural gas is now the largest single source of UK energy, accounting for around 
40% of total consumption. Imports accounted for 13% of UK natural gas 
consumption in 2010 and this is projected to reach 32% by 2020, according to a 
report from the House of Commons Library published in 2010. Gas, including 
Liquified Natural Gas (LNG) will increasingly need to be imported from potentially 
unstable parts of the world, including Eastern Europe/Russia and the Middle East. 
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The development of a robust UK renewable energy sector can therefore help to 
offset the UK’s future dependence on imported fossil fuels including gas.  
 
Although an intermittent power source (which therefore requires ‘backup’ 
generation), the intermittency of wind power reduces as the geographic distribution 
of turbines increases. Furthermore, seasonal variation in wind resource is partially 
predictable and can be accounted for in the electricity grid. 
 
Advances in renewable energy storage capacity also mean that in the future a 
greater proportion of generated wind energy will be able to be stored for periods of 
smaller wind resource. Reinforcement and upgrading of the Transmission Network to 
support energy balancing with the rest of the UK and other EU countries is 
absolutely essential to secure the economic benefits of Scotland’s renewable 
electricity generation. 
 
5. Is the supply chain in Scotland in place to meet the targets? 
 
Although some elements of the supply chain infrastructure are in place, Burcote 
Wind does not believe that Scotland at present is creating the right environment for a 
sustainable renewable energy manufacturing industry, of the type envisaged by the 
Scottish Government. 
 
Most of the components of onshore wind technology are still manufactured in 
countries (principally Germany and Scandinavia) that invested in their wind 
industries early. In addition, future growth of the manufacturing side of the supply 
chain is likely to occur principally in countries such as China which are now investing 
heavily in renewables. 
 
Burcote Wind believes passionately in leaving a long-term legacy from renewables in 
the communities in which we operate. That is why in our discussions over community 
benefit funds we routinely suggest that local communities may wish to use some of 
the funds to support the acquisition of relevant skills in renewable energy or 
engineering by local young people. Where desirable, we initiate discussions with 
local colleges in order to develop appropriate mechanisms for supporting these aims.  
By doing this, we hope to contribute at a local level to the wider national objectives 
around the renewables supply chain. 
 
However, it should be noted that the targets can, within the right planning and 
regulatory environment, still be met whether or not the manufacturing supply chain is 
based in Scotland. The growth of renewables manufacturing in Scotland is therefore 
desirable, but not essential to meeting the targets. 
 
 
6. What further improvements are needed to the grid infrastructure  or heat 

supply networks both at a national and a local level? Additionally, are we 
confident that the necessary infrastructure can be developed and financed 
so that Scotland can export any excess electricity generated to the rest of 
the UK and/or the EU? What is the role for the Scottish Government here? 
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Grid infrastructure and its associated charging regime currently represent one of the 
biggest barriers to achieving Scotland’s renewables targets. 
 
With regard to connection charges, developers are currently mandated by National 
Grid to underwrite enormous costs to upgrade grid infrastructure in areas where it is 
inadequate. Given the location of many onshore wind farms in relatively remote or 
rural areas, these costs often run into millions of pounds, even for small projects. 
 
Under the current system, developers are forced to pay a non-refundable deposit 
(based on a cost-per-kilowatt/hour of the total installed capacity) on the ‘trigger date’ 
the date on which work is commenced by the DNO (Distribution Network Operator) 
to provide the wind farm connection 
 
But this ‘trigger’ bears no relation to the planning process – so in effect developers 
must start paying these fees (running into the hundreds of thousands of pounds for a 
large project) without any guarantee of planning consent. 
 
Furthermore, if you are refused planning permission and cancel the connection 
agreement you pay cancellation fees usually running in to sums above £1million.  If 
you proceed with the connection the costs are recovered from you through the 
annual connection and use charges you pay to the DNO. 
 
While Burcote Wind appreciates the need to deter purely speculative applications, 
these fees represent a significant deterrent to smaller onshore wind developers, 
reducing competition and diversity by effectively skewing the market in favour of a 
small number of established companies (principally UK and foreign-based utilities) 
which have the necessary operating capital to absorb such fees. 
 
Regarding transmission charges, Burcote Wind is aware of the proposals under 
Project Transmit which could see transmission charges for energy generators in 
mainland Scotland reduce significantly, to approximately 10% of their current level. 
This, combined with the improved transmission infrastructure represented by such 
projects as the Beauly-Denny transmission line, are welcome developments which 
should hopefully enable Scotland and the wider UK to take fuller advantage of the 
tremendous wind resource of Scotland. 
 
Nevertheless, a major barrier to the Scottish Government achieving the 100% target 
by 2020 is grid availability. The current commercial regime means that most 
applications for grid connection will be made on planning consent for the project, with 
the DNOs and NGET regularly quoting up to five years to provide a connection. The 
DNOs and NGET are not building in enough future capacity to the grid to 
accommodate likely expansion of renewable generation in certain areas of Scotland. 
 
Planning and consents 
 
7. Is the planning system adequately resourced and fit for purpose? 
 
Resourcing is stretched in many areas of the system that is integral to the planning 
process. We have experienced significant delays in our dealings with local planning 
authorities and statutory consultees, such as Scottish Natural Heritage.  
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We are aware that funding the planning system in Scotland is currently the subject of 
a Scottish Government review which is seeking to strike a balance between the cost 
of funding the system and the need to ensure fees do not increase to a level that 
deters development activity. 
 
The planning system around onshore wind energy developments is complex. In part, 
this is an unavoidable product of the technical studies which need to be conducted in 
advance of a planning application being made. Statutory consultees, including 
Scottish Natural Heritage and RSPB, can stipulate a preference for ornithological 
surveys to be conducted over two and sometimes even three years to monitor the 
behaviour of certain bird species over a site. This inevitably extends the total 
duration of the ‘planning’ or, more correctly, the pre-planning process.  
 
In terms of time to get to Planning Application, there is usually approximately six 
months of landowner negotiation; 12 months of legal agreements; and 24 months 
bird surveys, during which time public consultation is also done. This means there is 
on average a 3.5 year pre-planning period. 
 
8. How can national priorities be reconciled with local interests? 
 
Burcote Wind believes that consultation with local communities is vital to ensure 
those communities understand the need for wind farms and how this contributes to 
overarching national aims and targets. 
 
We firmly believe that onshore wind farms can bring significant benefits to local 
communities which correlate with national priorities. For example, the Scottish 
Government has ambitions to ‘reindustrialise’ Scotland, partly through developing a 
sustainable renewables supply chain including manufacturing. This requires the 
development of engineering skills and training young people to build up the 
necessary skills base. Community benefit funds associated with wind farms can be 
used to support training places/apprenticeships for local young people and this is 
something Burcote Wind explores in each of the communities we work in. 
 
Community benefit funds can be used to support a wide range of community 
initiatives and Burcote Wind is very much of the view that these priorities are best 
decided by local people through their representative organisations such as 
Community Councils. These initiatives, for example refurbishing a village hall or 
improving local sports facilities, frequently contribute to national priorities around 
making stronger, more resilient communities that give residents opportunities to 
socialise together and participate in cultural or sporting activities, and strengthen 
community spirit. 
 
 Access to finance 
 
9.  What will the impacts be on consumers and their bills?  
 
In December 2011, the House of Commons Committee on Climate Change 
published a report which clearly demonstrated that green energy policies are not the 
main driver of rising energy bills. 
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The committee found that fossil fuel price rises had been responsible for 80% of bill 
increases in the last six years, with the cost of gas adding nearly £300 to the 
average bill. 
 
According to DECC’s report, ‘Estimated impacts of energy and climate change 
policies on energy prices and bills’, published in July 2010, the impact of climate 
change policies on the average dual fuel bill of £1,239 in 2020 is projected to be just 
£13, or 1% of the total bill. 
 
The report also showed that sustained higher prices for fossil fuels would reduce the 
cost of some energy and climate change policies, lowering the cost passed onto 
consumer bills. For example, at an oil price of around $150 per barrel in 2020 and 
gas price of around 120 pence per therm, climate change and energy policies would 
have the effect of reducing bills in 2020 by around 5% compared to a bill excluding 
these policies. 
 
Many of the policies (for example the Renewables Obligation) that are reflected in 
prices and bills are designed to help bring forward the levels of low-carbon energy 
investment which are required if the UK is to meet its energy needs and make the 
transition to a low-carbon economy. 
 
Skills and workforce development 
 
10.  Are the reforms of the energy markets and subsidy regimes at both UK and 

EU level sufficient to meet the challenge of the Scottish Government’s 
renewable targets? 

 
For investors, the key factor is not necessarily the level of subsidy (although clearly 
this must incentivise the development of new renewables infrastructure), but that a 
degree of certainty exists around the subsidy and regulatory regime, to give 
investors confidence and an ability to forecast accurately. 
 
 
Burcote Wind 
23 February 2012 
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SUBMISSION FROM VATTENFALL 
 
 
Introduction 
 
Vattenfall has been developing and operating wind energy in Scotland and the UK 
since 2008. We have made a long term commitment to support the delivery of 
Scotland’s ambitious renewables and climate change targets. 
 
Vattenfall is one of the largest energy companies in Europe with over 100-years of 
experience generating renewable electricity. Currently it generates energy from six 
energy sources: wind, biomass, hydro, gas, coal and nuclear. It also produces the 
most heat in Europe from combined heat and power plants distributed through 
extensive district heating networks.  
 
It is investing principally in wind power in the UK because it is currently one of the 
most promising markets in Europe. In the UK, Vattenfall operates 590 megawatts 
(MW) of on and offshore wind power from five schemes, including Edinbane on the 
Isle of Skye. 
 
Therefore, we consider it appropriate to present written evidence to the Committee 
on what we consider to be the key opportunities and challenges for both Vattenfall’s 
investment plans and Scotland’s ambitions. 
 
Enclosed is our written evidence accompanied by an annex which describes the 
extensive activity we have undertaken in the past three years in developing our 
renewable energy capability in Scotland from our base in Edinburgh. 
 
Vattenfall would also be pleased to provide oral evidence to the Committee and we 
look forward to hearing from you. 
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Vattenfall 
Vattenfall is developing an extensive portfolio across the UK in both on and offshore 
wind. In Scotland we are developing five onshore schemes. If successful they will 
accompany our operating Edinbane Wind Farm on the Isle of Skye. Offshore we are 
a project partner with Technip and the Aberdeen Renewable Energy Group in the 
European Offshore Wind Deployment Centre. The EOWDC will prove strategically 
important to the success of Scotland’s offshore wind sector. Worth noting is our joint 
venture with ScottishPower Renewables to develop the 7.2 gigawatt (GW) East 
Anglia Offshore Wind Farm, one of the nine so called Round Three zones. 
 
Elsewhere, we are in a joint venture with Pelamis Wave Power to develop a wave 
power scheme off the Shetland Islands. Recently Vattenfall signed a Memorandum 
of Understanding with Shetland Island Council and the Charitable Trust to work 
together on the successful and sustainable development of the Shetland’s ocean 
energy potential. 
 
Finally, we are in a consortium, NorthConnect, assessing the feasibility of laying and 
operating an electricity interconnector between north east Scotland and Norway. 
 
Vattenfall’s approach 
Vattenfall is encouraged to invest in wind and wave power in Scotland because of 
the Scottish Government’s long-term support for the deployment of these 
technologies. 
 
Vattenfall works to be among the leaders in the development of sustainable energy 
solutions in Europe. This is because we want to reduce carbon emissions from our 
own operations by a third by 2020 and to be carbon neutral by 2050.  
 
To achieve this we have committed significant levels of capital expenditure across 
Europe in low carbon energy solutions. This includes wind power, but also carbon 
capture and storage (inter alia, in the UK with SSE), wave power, and the use of 
more efficient heating systems using sustainable sources of energy for district 
heating networks. 
 
Since entering the UK market in 2008, Vattenfall has invested well over £1bn and is 
set to invest similar amounts in the future if its proposals are supported.  
 
In building three wind farms in the UK in the past three years we have supported the 
UK supply chain with key contracts. These contracts secured employment for more 
than 1,700 people. One notable contract was for steel jacket foundations for our 
Ormonde Offshore Wind Farm. This contract supported around 400 jobs at 
Burntisland Fabrications. The Committee visited Methil in 2010 to view these jackets 
before sailing to the Cumbrian coast.  
 
Where we can, Vattenfall will place contracts with UK business when investing 
in new generation. Vattenfall supports the UK Government’s vision of 50% UK 
business content in offshore wind capital expenditure. 
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The Economy, Energy and Tourism Committee 
Since entering the UK in 2008, Vattenfall has engaged with Government, public 
bodies and industry associations to help deliver a successful renewable energy 
industry. This engagement has been extensive and we have sought to support policy 
development in planning, financial frameworks, network charging and investment, 
economic policy, skills, environmental effects and public acceptance. Of particular 
note is support for and investment in resolving and mitigating the impact of aviation 
radar issues on the deployment of wind power in the UK. We expand on this later in 
the document. 
 
Vattenfall’s Onshore Wind Development Director for Scotland, Colin Ormston, 
contributed to the Committee’s recent round table discussion. Mr Ormston was keen 
to underline Vattenfall’s commitment to investing in wind power in Scotland and to be 
a progressive partner with Scotland to deliver its ambitious renewable energy 
targets. 
 
Vattenfall would be pleased to provide evidence to the Committee in its oral 
sessions. In particular Vattenfall would make an important contribution on the 
following issues6: 
 

1. The opportunities for Scotland’s planning system to ensure the timely delivery 
of renewable energy targets; 

2. Markets, and in particular Electricity Market Reform, and its potential to 
enable or undermine investment in new generation; 

3. Cost reduction in offshore wind through increased competition in the supply 
chain; 

4. The development of marine energy technology in Scotland and the 
opportunities and risks associated with that; and, 

5. Accelerating production of renewably sourced heat delivered through district 
heating networks. 

 
Achieving the 2020 targets 
In September 2011 Vattenfall’s Chief Executive, Øystein Løseth, spoke at the 
Scottish Low Carbon Investment Conference. He told the conference that Vattenfall 
was excited by Scotland’s example to the rest of the world in the development of its 
renewable energy potential and exemplar climate change legislation. He went on to 
say that Vattenfall will invest in renewables if the following criteria are met: 
 

 There is sufficient resource (e.g.. that average wind speed is of required 
strength) 

 There is a route to market through wholesale markets, stable support 
schemes (e.g. Renewables Obligation) and electricity networks 

 That there is a smooth planning, permitting and licensing system in place 
 
He noted that Vattenfall’s future capital expenditure plans for renewables are 
significant and closed by saying: 

                                                        
6 We expand on these issues from page 4. 
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Vattenfall, like other energy companies in Europe, has not avoided the 
impacts of recession and the credit crunch. Like other energy companies we 
have to take a hard look at our portfolios and investment plans. It is true that 
Vattenfall has multi-billion capital investment plans for the rest of the decade 
but the tests for making that investment are tougher than ever. We cannot 
make any promises on any individual project, to any individual market or to 
any individual Government. However, if there is a genuine partnership 
between the energy sector and Governments in creating predictable and 
stable investment environments then I believe that Europe’s, and the UK’s, 
and Scotland’s, ambitions can be achieved and in so doing ensure 
affordable, reliable low carbon energy for all of our customers. 

 
Vattenfall believes that currently Scotland and the wider UK passes the test for 
investment but sees many future potential impediments to maintaining this promising 
status. We see three key risks to delivery of Scottish targets: 
 
 Weakening political support for onshore wind and network upgrades in the 

Scottish planning system, at all levels; 
 An uncertain future for financial support mechanisms in large scale renewables 

affecting all technologies; and, 
 Weakness in labour force skills and supply chain, especially for offshore wind 
 
Theme 1: The opportunities for Scotland’s planning system to ensure the 
timely delivery of renewable energy targets 
The renewables action plans of both the UK and Scottish Government’s rightly 
conclude that onshore wind must make a telling additional contribution to current 
levels if 2020 objectives are to be achieved. The UK Government has targeted 
13GW of installed capacity by 20207 whilst the Scottish Government recognises the 
need for continued expansion of onshore wind in Scotland8. Without this additional 
contribution from onshore wind the targets will be not met or, if made up by 
technologies with likely higher levelised energy costs, met but at a higher cost to the 
consumer. The cost of production of onshore wind is falling and the industry is 
working hard to achieve parity with coal and gas production costs in this decade. 
 
Onshore wind then is not just important in and of its own right in delivering targets, 
but also as an effective hedge against the potentially higher costs of less mature 
technologies. 
 
Whilst not wishing to belittle the importance of financial support and adequate 
network availability, the biggest potential risk to the development of onshore wind in 
Scotland is the planning system. 
 
Vattenfall acknowledges and welcomes the Scottish Government’s efforts to improve 
matters in planning and its 2011 Routemap for Renewable Energy in Scotland 
highlights some of the key challenges. Vattenfall agrees that the Scottish 
Government has a role in promoting and defending its planning policy to Local 
Planning Authorities. We also agree that it is sensible to encourage Local Planning 

                                                        
7 UK Renewable Energy Roadmap (2011), Department of Energy and Climate Change 
8 2020 Routemap for Renewable Energy in Scotland (2011), The Scottish Government 
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Authorities to provide spatial planning advice in a timely manner and enable an 
efficient planning process through an early and effective planning service to guide 
development activity and thus avoid difficulty later on.  
 
Vattenfall has also been encouraged by the Scottish Government’s efforts to resolve 
issues around radar. A significant amount of onshore wind capacity in Scotland is 
prevented from deployment due to interference with radar. Removing this barrier with 
technical solutions would go some way to accelerating the deployment of wind power 
in Scotland.  
 
The problem is of direct interest to Vattenfall as a number of its schemes have been 
held up by radar issues in the past. That is why it has invested in technical solutions, 
participated in industry groups and participates in the Fund Management Board9. 
Vattenfall has also worked closely with the Scottish Government in delivering 
solutions in the south west of Scotland where the problem is particularly acute.  
 
If the Scottish planning system is to deliver good wind farms in a timely manner it 
must be properly resourced. Typically the Scottish planning system is inadequately 
resourced. This is evidenced by case work back log, long lead times to important 
project meetings, inexperienced officials and inconsistency in decision making by 
planners and statutory consultees across Scotland. These weaknesses result in 
unpredictability and delayed decisions, too many negative outcomes and a 
subsequent dent to investor confidence and foregone capital expenditure, much of 
which is from inward investors in construction and the supply chain. Developers also 
have the responsibility to present fully researched robust proposals which have been 
put together following an extensive and effective programme of public engagement 
where local people, communities and businesses have had a real opportunity to 
advise on the design of a wind farm and express their hopes for the project. This is 
Vattenfall policy.  
 
Planners have a challenging role in reconciling local and national interests. There 
are some great examples of planners doing much to ensure these interests are 
reconciled. The self evident national social, environmental and economic benefits of 
wind power are sometimes insufficient to persuade some local people to support a 
scheme. 
 
Vattenfall’s experience in the development of Edinbane Wind Farm on the Isle of 
Skye is an excellent example of a Local Authority supporting a wind farm by ensuring 
local interests are reflected in decision making. Edinbane’s construction was delayed 
by several years, delaying income to crofters and the community, due to the dogged 
opposition of six protestors against the wishes of hundreds of local people. The 
Highland Council consistently supported the scheme and even had to defend its 
approval in a Judicial Review. 
Unfortunately, there are too many examples of decision makers across Scotland 
being swayed by a tiny vocal minority thus denying a majority who support a 
proposal any influence in the planning system. 
 

                                                        
9 A RenewableUK organisation, leading on funding to solve radar problems. 
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Where planners and developers have successfully reconciled these sometimes 
conflicting interests is due in large part to providing a good reason for a community 
to support a project (see Edinbane or our recently consented Clashindarroch Wind 
Farm). This might be achieved through the delivery of local economic benefit, 
passing business rate revenue to Local Authorities or financial incentives such as 
community benefit or community share and ownership schemes. 
 
As a developer, Vattenfall is working with local communities all the time and we are 
aware that we are engaging in long term relationships. At all stages of the project 
development process we value the input and support from local communities. At 
Edinbane we are already seeing the positive impact of the wind farm which by its 
existence is helping to drive a range of community, social and cultural projects 
through community funds established at Struan and Edinbane.  In addition, the 
campsite at Edinbane, which has a clear view of the wind farm, was recently voted 
by the AA as the number one campsite in Scotland. 
 
National and local interests can also be reconciled in planning by a properly crafted 
local development plan which reflects the genuine majority view of local people and 
recognises its role in promoting local, regional and national economic benefit. 
Decision makers should then rely on the Development Plan to help them make a 
decision. Whilst every proposal should be assessed on its merits, too often schemes 
that are proposed in areas of search defined by the Local Authority in a Development 
Plan are rejected without any recognition of a developer’s efforts to sensitively locate 
and design a scheme and deliver local benefit.  
 
And then again, too often decision makers are swayed by a vocal minority which has 
typically not engaged in the development of a local plan. 
 
Vattenfall works hard to be a good neighbour and delivers best practice in 
engagement with all stakeholders where it proposes to develop an onshore wind 
farm. We would be happy to discuss our experience with the Committee.  
 
Theme 2: Markets, and in particular Electricity Market Reform, and its potential 
to enable or undermine investment in new generation 
Vattenfall’s confidence to invest, once planning approvals are gained, are currently 
predicated on the expectation of a successful transition from the Renewables 
Obligation to new Feed-in-Tariffs with Contracts for Difference and the introduction of 
a Capacity Mechanism. Whilst our understanding and certainty about how the 
transition and new system will work has increased since 2010 the industry does not 
yet know how it will work in detail. This gap in knowledge is a cause for concern and 
we hope that legislation in May 2012 will provide the detail investors need. 
 
In addition, the review and proposed reforms of wholesale markets by Ofgem are 
welcome and need to be implemented quickly if EMR proposals are to work. 
Vattenfall remains concerned that reforms to drive liquidity into wholesale markets 
have not progressed quickly enough. 
 
If these market design matters are not completed satisfactorily, or too late, it is 
difficult to see sufficient finance being raised to deliver targets. However, Vattenfall 
believes that the reforms can be made to work and if properly functioning markets 
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are implemented then we believe there will be sufficient interest from investors to 
finance the £110bn required in the UK to hit 2020 targets. 
 
Theme 3: Cost reduction in offshore wind 
Offshore wind generation is planned to make the greatest contribution to the UK’s 
renewable electricity supply by 2020 and beyond. However, the UK Government has 
signalled that it will only maintain long term support if the levelised energy cost of 
offshore wind production reaches £100/ MWh by 2020. Cost reduction will come 
through the learning curve, application of innovation, development at scale and 
increased competition in turbine and foundation supply.  
 
Currently, there is an urgent need for demonstration and deployment sites to provide 
‘first run of production’ wind turbines the platform needed to demonstrate their 
capabilities in the offshore environment. If successfully deployed at demonstration 
sites like the European Offshore Wind Deployment Centre (EOWDC), of which 
Vattenfall is a project partner, the potential for demonstrating innovation and 
increased competition will do much to deliver cost reduction.  
 
In a timely report, The Low Carbon Innovation Coordination Group's Technology 
Innovation Needs Assessment (TINA) into Offshore Wind Power10 outlines what 
innovation and support is required to deliver both the enormous potential economic 
benefit of offshore wind and to drive down cost of production. The TINA report 
states: “Accelerating the achievement of high yield and reliable turbines requires a 
scale up of testing on existing and/or new sites and site consenting to enable testing 
of innovative designs. The new test sites and associated infrastructure that are 
already being planned by Narec and AREG11 are a significant step in this direction.” 
 
Tellingly, the report says that the added value to business creation in the UK if 
innovation in turbines and foundations are successfully implemented would be in the 
region of £7bn12. The report concludes: “The public sector investment required 
however is a fraction of the value that offshore wind innovation could bring to the UK 
economy, including helping to unlock £45bn (18 – 89) savings in meeting energy and 
emissions targets at lowest cost, and the £18bn (10 – 35) value add creation to UK 
GDP.” 
 
The EOWDC would provide an opportunity for some of that innovation to be 
demonstrated ahead of full commercial deployment. 
 
It is important that both the UK and Scottish Government’s enable the delivery of 
demonstration and deployment sites as quickly as possible to give new turbine 
suppliers sufficient time to have an impact on the turbine and foundations markets 
ahead of the deployment of so called Round Three schemes. Currently, with none 
currently operational in UK waters, there is a risk that new turbine suppliers will not 

                                                        
10 http://www.decc.gov.uk/assets/decc/11/funding-support/fund-opportunities/4467-tina-offshore-wind-
summary.pdf  
11 The Aberdeen Renewable Energy Group is a project partner in EOWDC and it is to this scheme 
TINA is referring. 
12 The Low Carbon Innovation Coordination Group's Technology Innovation Needs Assessment into 
Offshore Wind Power (2012); Chart 8, page 12 
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have the necessary impact and potentially undermine the long term drive to reduce 
costs. 
 
Schemes like the EOWDC if constructed will also provide a major boost to the young 
and growing Scottish offshore wind supply chain. This strategically important 
proposal, off Aberdeen, will provide a platform for the oil and gas industry to diversify 
its business interests, do much to encourage inward investors to locate in Scotland 
and place the north east of Scotland at the forefront of tackling the significant 
challenges facing the offshore wind sector. 
 
Vattenfall would be pleased to talk to the Committee about the role that 
demonstration sites like EOWDC has in delivering its offshore wind procurement 
strategy. 
 
Theme 4: The development of marine energy technology in Scotland and the 
opportunities and risks associated with that 
By 2030, if the UK is to decarbonise electricity generation, as recommended by the 
Committee on Climate Change13, then ocean energy technologies will need to make 
a telling contribution to UK electricity supply. Scotland has provided the grant funding 
and a strong framework within which technology developers can raise the early 
finance needed to prove and commercialise their technologies and this has 
encouraged Vattenfall to invest in ocean energy in Scotland.  
 
However, to provide adequate confidence to justify commercial scale investment 
several small arrays must be up and running in the period 2015-2020. This is 
presently inhibited by a number of factors, including the lack of visibility on revenue 
support post 2017, and time-limited publicly funded grants such as MEADs14 ending 
in this Comprehensive Spending Review period. Additionally, uncertainty over 
transmission grid access and charges from Scottish islands undermines confidence 
in future roll-out. The Scottish Government’s efforts to streamline consenting for 
marine renewables are welcome, and should be sustained to avoid obstructing this 
important new energy source.   
 
Vattenfall would be pleased to talk to the Committee about the challenges faced by 
project developers in Scottish waters (technical, environmental, public acceptance) 
and its work to forge strategic supply chain partnerships to avoid constraints in 
component supply. 
 
Theme 5: Accelerating production of renewably sourced heat delivered 
through district heating networks. 
Vattenfall produces and distributes more heat than any other business in Europe. In 
2010 it delivered 44.5 terawatt hours equivalent of heat to urban customers in 
Sweden, Germany, Netherlands, Denmark, Poland and Finland. The vast majority of 
this heat was distributed through district heating networks. Vattenfall operates many 
of these networks, often in partnership with municipalities. The heat is produced from 

                                                        
13 The Committee on Climate Change; The Renewable Energy Review (Executive Summary) 
http://hmccc.s3.amazonaws.com/Renewables%20Review/Executive%20summary.pdf  
14 Marine Energy Array Deployment, run by the Technology Strategy Board 
http://www.innovateuk.org/content/competition/marine-energy-supporting-array-technologies.ashx  
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combined heat and power plants (CHP) located in proximity to urban areas using, 
increasingly, locally sourced renewables fuels such as biomass. 
 
Vattenfall’s heating business has grown over sixty years with a number of drivers 
promoting that growth. These drivers include planned growth in household numbers; 
post war power plant deployment policy directing use of CHP; in reaction to 1970’s 
oil price shocks; and, lately in the drive to promote carbon emission reductions 
through enhanced efficiency and a switch to more sustainable fuel sources. 
 
Interestingly, whilst energy efficiency is expected to reduce total demand for heat in 
Europe demand for heating from district schemes is expected to grow because 
energy is produced more efficiently through CHP plants15. 
 
Also worth noting is that infrastructure investment requirements for district heating 
schemes can be significant and may require incentives to be installed. Vattenfall 
believes that a possible combination of publicly supported grant funding, incentives 
for the electricity part of renewably fuelled CHP and the Renewable Heat Incentive 
could promote the deployment of green, efficient district heating networks in 
Scotland. 
 
Whilst Vattenfall currently has no plans to invest in the development and distribution 
of heat services in Scotland we would be happy to share our experience with the 
Committee. 
 
Vattenfall 
March 2012

                                                        
15 Vattenfall 2010 Annual Report (2011); page 22 www.vattenfall.com  
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Annex – Vattenfall activity 
 
Vattenfall AB 
Vattenfall is a leading European energy company owned by the Swedish state. It is 
the sixth largest utility, sixth largest generator of electricity and the biggest producer 
of heat through thousands of kilometres of district heating networks. It produces this 
energy from six sources: coal, gas, nuclear, wind, biomass and hydro. 
 
Vattenfall in Scotland 
Vattenfall’s principle activity in Scotland is the development and operation of onshore 
wind. We currently operate Edinbane Wind Farm16, on the Isle of Skye. We are 
proud of our strong relationship with the community on this part of Skye. It is also 
worth noting that Vattenfall contracted with Dingwall-based RJ McLeod to undertake 
civil engineering works for the £50 million scheme. 
 
We also have in development five onshore wind farms, including the consented 
Clashindarroch Wind Farm17 in Aberdeenshire. If developed successfully all of these 
projects would require more than £100 million of capital expenditure. We are 
committed to contracting with the local, regional and national supply chain where we 
can and so we would expect any capital expenditure in Scotland to benefit Scottish 
business. 
 
Vattenfall is also a project partner with the Aberdeen Renewable Energy Group and 
Technip to develop and operate the European Offshore Wind Deployment Centre18, 
in Aberdeen Bay. The Deployment Centre will prove itself important to the 
development of offshore wind around the world. This is because it will provide an 
opportunity for the deployment of ‘first run of production’ offshore wind turbines to 
demonstrate readiness for full scale commercial deployment. This is important to 
help drive down the levelised energy cost of offshore wind because it will increase 
competition in the turbine and foundation supply chains and promote innovation. It is 
the Project Partner’s vision to see the development of Scotland’s north-east as a hub 
of innovation and expertise in the development of offshore wind, strongly linked to 
the oil and gas industry, and at the same time stimulate the region’s economy. By 
extension it will place Scotland at the centre of offshore wind development globally 
and potentially prove a catalyst for the creation of a strategic Scottish cluster in the 
global offshore wind supply chain. 
 
In Ocean Energy we have joined with Edinburgh-based Pelamis Wave Power to 
develop a wave power array off the Shetland Islands. The project, called Aegir19, is 
in the early stages of development. We hope to be able to purchase a Pelamis 
machine, test its capability and if successful develop a multi-machine array off 
Shetland with up to 12 machines. If in turn this is successful we would seek to 
extend this into a larger array with additional machines. 
 
The potential scale of the development and the potential of wave power around the 
Shetland Islands led to a Memorandum of Understanding being signed last year 

                                                        
16 http://www.vattenfall.co.uk/en/edinbane-wind-farm.htm  
17 http://www.vattenfall.co.uk/en/clashindarroch.htm  
18 http://www.vattenfall.co.uk/en/aberdeen-bay.htm  
19 http://www.aegirwave.com/  
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between Vattenfall, the Shetland Charitable Trust and the Council to explore the 
sustainable development of its ocean energy resource. We believe this is an 
innovative approach to community engagement necessary because of the novel 
technology being used and the importance of ensuring the local community benefits 
from the development of ocean energy around its shores. 
 
Lastly, in Scotland we are part of a consortium, NorthConnect20, to investigate, in 
partnership with SSE and others, electricity network interconnection between north 
east Scotland and Norway. Whilst in the early stages of feasibility assessment, 
Vattenfall believes that greater levels of integration across Europe and between the 
Continent and the UK can do much to promote the investment in reliable, affordable 
low carbon electricity generation. 
 
Vattenfall in the rest of the UK 
Vattenfall operates, develops and supports three technologies in England and 
Wales. 
 
In onshore wind we have an extensive portfolio of schemes, including the under 
construction Swinford Wind Farm in Leicestershire. This project demonstrates our 
commitment to the UK supply chain because we have contracted with a Welsh civil 
engineering firm and ensured the wind turbine supplier sources steel towers from 
Mabey Bridge, a UK manufacturing company. Both contracts, for an 11-turbine wind 
farm, will sustain over 200 jobs for the period of works.  
 
Vattenfall is among the world leaders in the development, construction and operation 
of offshore wind. We recently completed commissioning of the Ormonde Offshore 
Wind Farm, off the Cumbria Coast. This 30-turbine wind farm uses Fife-based 
Burntisland Fabrication’s steel jackets as foundations for world’s largest 
commercially available wind turbines. The Committee visited the site at Methil in 
2010 ahead of their disembarkation from Fife21 and learnt that this single contract for 
31-jackets secured employment for more than 370 skilled workers in Scotland. 
 
We are also in a joint venture with ScottishPower Renewables to develop one of the 
major Round 3 offshore wind energy zones. The East Anglia Offshore Wind Farm 
could deliver up to 7.2 gigawatts of capacity. It is our involvement in schemes such 
as these which makes developments like the European Offshore Wind Deployment 
Centre such a strategically important project. 
 
Elsewhere in English waters we operate two schemes, one of which, Thanet, was 
until recently the worlds largest operating offshore wind farm. 
 
Finally, it is worth noting that we participate in the development of carbon capture 
and storage technology22 in the UK. This is in support of SSE and Doosan Babcock 
at SSE’s Ferrybridge plant in Yorkshire. 
 

                                                        
20http://www.vattenfall.co.uk/en/archive-
details.htm?newsid=84B36BC3E7A3486DB51C5709FCC825AA&WT.ac=search_success  
21http://www.vattenfall.co.uk/en/file/Colossal_wind_turbine_foundations_go_Forth_July_13_2010.pdf_173984
79.pdf?WT.ac=search_success  
22 http://www.vattenfall.com/en/ccs/ferrybridge.htm  
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Jason Ormiston, Head of Public & Regulatory Affairs in the UK 
Vattenfall 
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RESPONSE FROM RENEWABLE ENERGY CONSULTANTS (SCOTLAND) LTD 
 
Renewable Energy Consultants (Scotland) Ltd welcome the opportunity extended to 
us to respond to the call for evidence to the Economy, Energy and Tourism 
Committee’s Inquiry into the Scottish Government’s Renewable Energy Targets. 
As an SME operating within the renewable energy industry, we are affected by the 
policies and incentives set out by both Westminster and Holyrood Governments. Our 
core business is focussed on feasibility works, design, specification and project 
management of renewable technologies in order to reduce global carbon emissions 
and the impact of fuel poverty. As such we work in close contact with social housing 
providers and other agencies that regularly bring us into close contact with the 
realities of the energy industry to many consumers – fuel poverty, inefficient heating 
systems, and a lack of knowledge regarding energy usage. 
We believe that there is real merit in the Scottish Government’s targets, but only, 
ultimately, if the stated aims are achieved in order to maximise the benefit to all 
consumers and stakeholders. Our submission is made in the light of the works that 
we are involved with, and have carried out, as we believe that all elements of the 
industry affected should have a voice within such a consultation, and hence the 
focus on small scale renewables and the issues affecting this sector within this 
evidence submission. 

Targets 
The 2020 renewables targets are eminently achievable, under the right conditions 
and investment regime. However, the structure with which to ensure success is yet 
to be realised, and it is uncertain as to whether conditions for investment are 
developed enough to ensure that the targets are met. 
The Scottish Government’s 2020 renewable energy targets for electricity are now, 
having been revised upwards several times in recent years,23,24 an equivalent of 
100% of Scotland’s gross annual electricity consumption by 2020, with an interim of 
31% set for 2011. This is currently calculated to be an eventual total provision in the 
region of 45TWhe. The target for renewable heating is to provide 11% of Scotland’s 
heat demand through renewable means by 202025, an estimated provision of 
6.4TWhth. The target for renewable sources of energy within the transport sector is 
also 11%, estimated to be a provision of 3.4TWh. 
Given that the specific generation volumes of electricity from most renewable 
sources is largely unpredictable under long-term forecasting, Scotland is effectively 
targeting a market in being able to export electricity at times when production is 
higher than consumption, and this was an inherent statement of the First Minister’s 
speech when increasing the target to 100% in May 2011. With wind turbines, solar 
panels, and wave generation all reliant on specific, differing, weather conditions for 
the most efficient generation, it is apparent that a reserve of non-renewable 
electricity generation must be kept to ensure security of supply. The stated aim is to 
generate twice Scotland’s energy needs by 2020, with half coming from renewable 
sources and conventional sources respectively. This approach ensures security of 
supply, with the potential to increase revenue by the sale of electricity through 
                                                        
23 The Scottish Government, Target for renewable energy now 80%, September 2010, 
http://www.scotland.gov.uk/News/Releases/2010/09/23134359 
24 The Scottish Government, Renewables revolution aims for 100%, May 2011, 
http://www.scotland.gov.uk/News/Releases/2011/05/18093247 
25 The Scottish Government, 2020 Routemap for Renewable Energy in Scotland, July 2011 
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interconnectors as available. This is a laudable approach, ensuring that the country 
is protected while encouraging growth within the industry, and reporting of the 
scheme would appear to indicate that the focus on renewable electricity generation 
has set Scotland well on track to meet at least this target, with production in 2011, 
with final figures as yet unpublished, looking likely to be very close to the target of 
31% as set. 
In 2010, with 411MW of renewable heating installed, 1.7GWh of thermal energy was 
produced, providing 2.8% of the predicted 2020 demand.26 This report also analysed 
the short-term future of the industry, and states that if all projects in construction, and 
50% of those in planning, were to begin generating renewable heat, the renewable 
heat output would be 4.5% of the projected 2020 demand, which is just over 40% of 
the target required.  Significant effort will be required to maintain this pace, however 
a rollout of renewable heating, specifically heat pumps, in domestic situations, could 
add a valuable and potentially key capacity to the installed capacity within Scotland. 
As domestic energy accounts for roughly half of the total heat use within Scotland27, 
it is important to be able to mobilise and affect this area in order to ensure that 
targets are met, as there will be many ‘low hanging fruits’ that will allow many 
suitable and efficient conversions to renewable heating. We would however add 
that industry uncertainty over the Renewable Heat Incentive (RHI) is causing 
serious concern to clients and now threatens the supply chain.  
Large numbers of heat pump installations would be beneficial to both the heating 
and electrical targets, as an appropriate roll out of these systems, most suitable for 
installation to off-gas areas at present, will result in heating being provided through 
renewable means, and a reduction in electrical consumption at the properties in 
question. Through monitoring of electricity consumption at properties that have 
received heat pump installations, we have seen consumption drop by up to 20%, 
with levels of comfort increasing, and bills to vulnerable and disadvantaged 
consumers decreasing. One tenant has reported that where she, as a single mother 
with young children, was putting £60 a week on her electricity key meter and now, 
with the installation of an air source heat pump completed, she is now only spending 
£20 a week on her key meter. This impact is obviously not replicable through all 
demographics, as she will have benefitted from moving from the high costs seen in 
daytime electricity on Economy 10 or 7 tariffs, to a standard rate supplying the heat 
pump with electricity as she requires, rather than at preordained points which did not 
meet her usage patterns successfully, but does provide an insight into the difference 
that can be made to real lives alongside meeting renewable heating targets as part 
of efficient targeting of deployment. 
 

Challenges 

a) Technology 
The encouragement of renewable technology in Scotland has been highly 
impressive, and must be commended. Solar panels and wind turbines have been 
shown to be generating efficiently under the physical constraints of the technology, 
and the deployment of wind turbines both on- and offshore has added significantly to 

                                                        
26 Energy Saving Trust, Renewable Heat in Scotland, 2010, March 2011 
27 The Scottish Government, RENEWABLE HEAT ACTION PLAN FOR SCOTLAND: a plan for the 
promotion of the use of heat from renewable sources, 2009 
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the renewable energy generation capacity of the country, with ~3,500 MW added in 
the last 4 years.28 
However, tidal and wave devices are still in their infancy, and while advances within 
the sector will undoubtedly be made, it is by no means certain that these 
technologies will advance to the point of mass market rollout, as seen by wind 
energy in recent years, in time to impact the renewable generation figures 
significantly by 2020. This is highlighted in the Institute of Mechanical Engineers’ 
report published in November 2011.29 The investment seen in the industry has, 
however, been impressive, and there can be little doubt that the enthusiasm and 
rewards that the Scottish Government have set out for this sector, such as the Saltire 
Prize30, has provoked the concentration of prototype testing and development 
companies based in Scotland. The Energy and Climate Change Committee recently 
published a report on the future of marine renewables, indicating that although the 
potential contained within the industry is high, with a 27GW capacity figure predicted 
by 2050.31 However, the report states that much of the deployment of this technology 
is due to take place after 2020, throwing doubt on the potential of this sector to fulfil a 
sufficiently large part of the required generation figure by 2020.  

b) Supply Chain & Infrastructure 
While there are encouraging signs for the supply chain within Scotland’s renewable 
energy industry, it should be noted that many of the new facilities, such as the 
developments at Methil Energy Park, including significant investment by Samsung32 
are focussed upon offshore wind which, while of great importance, does not assist 
with the targets for heating or transport.  
Biomass, especially domestic purchases made from established suppliers, under 
current forestry constraints, is increasing in cost and scarcity, and is likely to reach 
capacity without changes in land use or growing rates.33 Local harbours are currently 
utilised to export Scottish wood abroad. 
Plans by Forth Ports to create 4 wood-fuelled CHP plants at Dundee, Grangemouth, 
Leith and Rosyth (recently dropping the planning application for Leith34) have raised 
issues over the supply capabilities within Scotland for biomass. Forth Ports plan to 
import the vast majority of the fuel from overseas, namely Scandinavia, the Baltics, 
and the USA, specifically citing the lack of capacity within Scotland to meet the 
supply needs of these plants. While it is easy to see why these decisions have been 
made by the operators of several ports on the eastern coast of Britain, the net 
environmental benefit (including fuel burnt in import transportation, and other 
externalities) of these CHP plants is yet to be set forward, and thus the effective use 
of subsidies to support these plants cannot be fully determined. District heating is a 
very efficient way to meet heating needs, however there is not the infrastructure in 
place around these to have a full network supporting local housing, shops, 
businesses and commercial units, and this will impact the effectiveness of the 
schemes, as to put in place a pipe network to service buildings that are not adjacent 
to each other, as seems to be the plans for these proposed generating stations. 
                                                        
28 BWEA Annual Statistics 2008-2011, http://www.bwea.com/ukwed/index.asp 
29 IMechE, Scottish Energy 2020?, November 2011 
30 The Saltire Prize - http://www.sdi.co.uk/sectors/saltire-prize.aspx 
31 Energy and Climate Change Committee, Westminster, The Future of Marine Renewables in the 
UK, February 2012 
32 http://www.bbc.co.uk/news/uk-scotland-edinburgh-east-fife-16809556 
33 Discussions with Perth-based forestry business 
34 Press release at http://www.forthenergy.co.uk/assets/media-release-20120209.pdf 
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District heating works best when connected to a very local network, as seen in the 
Dundee University35 and Aberdeen City Council36 CHP operations. While these do 
not all use biomass fuel, they showcase a much better model of keeping district 
heating networks in tightly packed areas to increase efficiency. 

c) Planning & Consents 
While we have no experience of large scale planning developments such as those 
undertaken for wind farm developments, we have considerable experience of the 
planning process for air source heat pumps, and feel that this is an area that can and 
should be improved significantly. 
We have dealt with planning authorities across Scotland, and have experienced a 
remarkable range of attitudes and processes when moving the developments 
towards installation. We have been told explicitly by one council that ‘if you don’t tell 
us about them [air source heat pumps] then we don’t know about them’, which would 
seem to reflect that the applications provide too much work for a small impact to the 
surrounding area, and that the system would, in these areas, rather not have the 
heat pump applications passing through, creating additional statutory work for the 
planning authorities. 
Contrary to the attitude seen in the previous council, we have recently encountered 
the other end of the spectrum, with Environmental Health Officers requesting 
detailed noise impact assessments for the development in question. In between 
these 2 extremes, we have had applications approved on a minimum of information, 
others requiring confirmation of the colour and size of the support and dampening 
blocks utilised under the units before approval was granted, and others, within the 
same council, requiring a different standard of information to previous applications. 
Recently, there has been an updated Permitted Development standard published in 
England. This allows the installation of heat pumps, under the MCS guidance and a 
standardised assessment procedure, as permitted development. Having seen the 
success of the permitted development legislation for Solar PV in streamlining the 
application and accreditation process, it would seem prudent to allow this legislation 
to be applied in Scotland also, in order to facilitate a more coherent and progressive 
system, rather than continuing to enforce a system that, at this point, appears to be a 
postcode lottery. This becomes even more pressing, albeit under an assumption that 
the domestic Renewable Heat Incentive will require proof of planning permissions, 
with the proposed start of the scheme in Autumn 2012. Under the situations outlined, 
it is very plausible to envisage a situation whereby heat pump installations initialised 
at the same time would have commissioning dates months apart. This is not a 
coherent situation, and is one that needs to be addressed, to ensure effective 
planning can be undertaken by both householders and installation companies, in 
order that the effective roll-out of such technology can take place unencumbered by 
unnecessary legislative approaches. 

f) Energy Market Reform & Subsidy Regime 
The RHI, rewarding renewable heat generation, has been well-heralded, but as yet 
no information has been provided, even in consultation format, regarding the tariffs. 
Given the current cost of renewable heating systems compared to conventional 

                                                        
35 http://www.dundee.ac.uk/estates/energy&environment/duusco/ 
36 http://www.energysavingtrust.org.uk/Publications2/Local-authorities-and-housing-
associations/District-heating-and-energy-services/Community-energy-in-Scotland-case-study-
Aberdeen-City-Council 
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systems, it is unlikely that mass take-up will ensue in the private sector without 
financial return provided by the RHI. While the decision to install a gas boiler is taken 
without regard or calculation of payback periods, it has become very important for 
consumers to see the financial reward behind installing technologies that they are 
unfamiliar with, as this aids uptake and encourages the switch. We believe that 
efforts should be taken by the Scottish Government to provide suitable feedback and 
input into the consultation and decision making within DECC regarding the RHI, in 
order to ensure that the conditions are appropriate to ensure significant take up of 
renewable heating opportunities from the start of the incentive period. 
The recent upheaval within the solar PV sector, and other changes to the Feed in 
Tariff regime proposed in 2 consultations issued by DECC, in November 201137 and 
February 201238, have not paved a smooth path to the adoption of electrical 
renewable technologies at a domestic level. While there was evidence of a run-away 
payment structure requiring attention, the heavy-handedness and pre-emptive nature 
of the consultations has put a serious stumbling block in the path of the most 
accessible form of domestic electrical renewable energy technology. It is 
acknowledged that a single domestic solar PV installation is a very small part of the 
total energy requirements of these targets, however the total cumulative installation 
and generation elements of such installations is a contribution that cannot be 
ignored, with ~600MW of solar photovoltaics installed since the commencement of 
the Feed-in Tariff scheme39, expected to generate around 500MWh of electricity 
annually. With the reduced payments as proposed under the FiT revisions, it would 
be wise for serious consideration to be put towards ensuring that social housing 
providers are not adversely affected through lack of funding and significant reduction 
in rates of return, as these installations impact both the targets put forward by the 
Scottish Government, and impact the lives of people positively, and as such should 
be supported where appropriate and possible.  
The ongoing debate over Scottish independence raises many questions, and as yet 
we do not believe that the subsidy regime under an independent Scotland has been 
appropriately addressed. This is an important issue, as the proposed independence 
referendum date, in 2 years time, is likely to be also a critical juncture for these 
targets, and regardless of the political position of the reader, it is very important that 
all of the issues surrounding this critical area are set out and the future proposals 
explained fully. 

Conclusion 
We believe that although there have been significant advances made towards 
meeting the targets as set, there is still a significant volume of work to traverse 
before these targets can be realised, and streamlining of policies, specifically within 
the planning legislation for heat pumps, to take place. Continued investment, and 
appropriate investment conditions, across all fields of technology contributing to the 
targets will be required, and identification and appropriate deployment will be of the 
utmost importance in order to ensure that the most effective, appropriate and 
suitable transitions to renewable heating, electricity and transport are made. 
                                                        
37 DECC, COMPREHENSIVE REVIEW PHASE 1: CONSULTATION ON FEED-IN TARIFFS FOR 
SOLAR PV, November 2011. Available at 
http://www.decc.gov.uk/en/content/cms/consultations/fits_comp_rev1/fits_comp_rev1.aspx 
38 DECC, PHASE 2: THE COMPREHENSIVE REVIEW, February 2012. Available at 
http://www.decc.gov.uk/en/content/cms/meeting_energy/Renewable_ener/feedin_tariff/feedin_tariff.as
px 
39 Ibid 



EET/S4/12/19/1 

30 
 

Heat pumps are almost certainly the key to success in the roll out of renewable heat. 
In housing applications where they are combined with Solar PV, tenants have seen 
bills fall by as much as 60%, whilst the Housing Association also gains income from 
the FiT to pay for the investments. With reductions to the FiTs and the market 
uncertainty created as a result, the micro-renewables has taken a shock that we 
believe was entirely avoidable. We would be keen to explore further the possibilities 
of additional support that the Scottish Government could provide, particularly within 
the social housing sector (which we see as the key market driver to the roll-out of 
micro renewables and renewable heating.) 

Renewable Energy Consultants (Scotland) Ltd 
28 February 2012 
 



EET/S4/12/19/1 

31 
 

SUBMISSION FROM SCOTTISH POWER 
Targets 

1. Are the 2020 renewables targets (for electricity and heat) achievable?  If 
not, why not? 

Electricity Target 
We consider that with strong political commitment by the UK and Scottish 
Governments and subject to the provisos below, it is entirely credible to see 
Scotland producing the equivalent of 100% of its own electricity requirements 
from renewable sources by 2020, as well as continuing to produce power from a 
range of other sources.   
Meeting the target would however depend on: 

 Clear commitments from both the Scottish and UK Governments to 
provide supportive policies are essential to maintain investor confidence 
and the momentum within the industry to deliver new capacity at the pace 
required.  Work is already underway on Electricity Market Reform (EMR) 
and it is vital that the Scottish Government and UK Government work 
closely together to ensure we have a robust GB electricity market with an 
effective support mechanism for low carbon generation to attract 
investment.  

 Significant investment in grid infrastructure to ensure Scotland has 
sufficient capability for exporting electricity to the rest of the UK.    

 An appropriate framework for transmission charging policy (as being 
considered by Ofgem under Project TransmiT). 

 Having in place joined up planning policies to ensure local planning 
authorities have the capacity and scope to make decisions in line with 
national policies.   

Such a growth in renewable electricity generation is not without challenges.  
Currently renewable electricity generated in Scotland accounts for approximately 
one third of electricity consumption in Scotland (around 11TWh)40, therefore, 
renewable generation would need to increase substantially over the next eight 
years in order to meet the target.  Other challenges to ensure that Scotland gets 
the best advantage from this opportunity include developing and maintaining an 
appropriate skills base and ideally a suitable supply chain for renewables based 
in Scotland, or at least the UK. 
Heat Target 
We consider that in principle Scotland is well placed to make progress towards 
the renewable heat target given the large potential.  However, reaching the target 
could be challenging in practice given the low starting point and short time frame. 
Supportive policies such as the Renewable Heat Incentive (RHI) will be essential 
to drive forward investment in this area.   

                                                        
40 Source DECC statistics 
(http://www.decc.gov.uk/en/content/cms/statistics/energy_stats/source/renewables/renewables.aspx) 
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ScottishPower (along with SEPA) is currently supporting the development of a 
report by Element Energy and the Energy Savings Trust for WWF - “Scotland’s 
Renewable Heat Future” – that will be available later in the year.  This report 
studies in particular the potential impact of an RHI on the domestic Scottish 
heating market and how policy can best be shaped to achieve the Scottish 
Government’s renewable heat target. 
Initial findings indicate that: 
 Uptake of renewable heat in Scottish dwellings falls well short of the levels 

required to meet ambitions for decarbonising heat supply. 

 Continued intervention and significant transformation of the Scottish heating 
market over the next two decades is required to support renewable heating 
technologies to beyond 2030.  

 High ambitions for renewable heat are unlikely to be met without a substantial 
contribution from district heating. However, there are significant barriers to 
delivering schemes under current market conditions. 

 Given a sustained growth in demand for renewable heat technologies, supply 
chain expansion will also be crucial to meet renewable heat targets. A 
knowledge and skills gap also exists that could continue to restrict the 
development of district heating in Scotland.  

Further information in regard to the study can be made available to the 
Committee.      
 
2. What contribution will achievement of the 2020 renewables targets make 

to meeting Scotland’s CO2 emissions targets (a reduction of at least 42% 
by 2020 and an 80% reduction target for 2050) under the Climate Change 
(Scotland) Act 2009? 

From a technical point of view, the development of renewables by the generation 
industry will have no impact on the 2020 CO2 emissions targets because such 
renewables are in the traded sector under the EU Emissions Trading Scheme.  
This sector assesses a reduction in EU, UK and Scottish emissions at 1.74% per 
annum.   This forms a component of the 42% target, but is calculated at an EU-
wide level rather than for Scottish electricity generation alone.  
However, renewables are critical for the longer term development of a low carbon 
future in Scotland and very substantial deployment is of course required under 
the EU Renewables Directive.  
It is difficult to precisely predict a Scottish electricity generation mix for 2020, as 
this will be dependent upon a range of factors, including the Electricity Market 
Reform process.   It is important that all future electricity scenarios include a 
balanced portfolio of generation that involves a mix of thermal generation, 
renewable electricity generation, increased interconnection and ancillary 
services.  At a GB level, that portfolio is likely to continue to require a significant 
role for nuclear power, though whether new nuclear is built in Scotland is a matter 
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for political decision by the Scottish people and their representatives.  However, 
under all scenarios, a large expansion in renewables is projected. 
 
3. Will increase in demand from electric heat and transport be offset by 

efficiencies elsewhere? 

There are numerous studies which suggest that electricity demand will increase 
substantially up to 2020 and beyond, particularly if transport and heating sectors 
decarbonise.  The precise impact, however, is not clear at this stage as it will 
depend on the uptake of the various technologies including electric vehicles and 
electrical heat.   
It is important to recognise that these new developments can be complementary 
to renewables investment in that the latter can help to decarbonise the power 
sector.  Moreover, these developments might assist with the provision of storage 
capacity or energy balancing opportunities, and further work should be done to 
support practical applications in this area.   
Efficiencies elsewhere, such as through electricity appliance standards and smart 
meters, could offset to some extent any increased demand from transport and 
heat, particularly if these efficiencies move at a faster pace than demand from 
electric transport and heating. 
Initial findings from the Element Energy and EST report into Renewable Heat in 
Scotland indicate that the additional demands for electricity (in terms of average 
annual demands and national peak demands) due to heat pump uptake in the 
domestic sector under the RHI are expected to be manageable in the period to 
2030.  However, local clusters of high heat pump penetration could strain local 
distribution networks and so further research in this area would be helpful.  
 
4. Has the Scottish Government made any estimation of the overall costs 

of achieving the targets, and identified which parties will bear them? 

It is difficult to estimate with any precision the lifetime costs of renewable energy 
deployment as the costs, if any, are dependent on the assumed cost of the fossil 
fuels that are displaced.  The overwhelming majority of any such costs currently 
falls under the renewables obligation, which is paid for by substantially all users 
of electricity throughout GB and Northern Ireland.  The UK Government’s 
proposals for Electricity Market Reform (EMR) continue this pattern. 
In this context, we have responded in detail to the UK and Scottish Governments 
on recent proposals for support levels under the Renewables Obligation.  In 
particular, we have highlighted the relative cost effectiveness of onshore wind 
and the need to ensure that the full potential of this technology is maximised in 
order to minimise costs to the consumer whilst making progress towards the 
2020 renewables target.  
The cost of the RHI is currently met by public spending and therefore paid by 
taxpayers. 
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Challenges 
a) Technology 

 
5. Is the technology to meet these targets available and affordable?  If not, 

what needs to be done? 

There is an array of renewable technologies available which could help to meet 
the targets.  It is however crucial to focus on cost-effective delivery in terms of the 
potential mixes of technology.    
Electricity 
For renewable electricity generation we would comment as follows on a number 
of core technologies: 
Onshore Wind – There is tremendous scope for onshore wind within Scotland.  
The technology is immediately available and Scotland has significant wind 
resource, making this a relatively cost-effective renewable technology.  
Accordingly, it is vital that the full potential in Scotland is realised.  This means 
not taking undue risks with RO support rates – work by Oxera for ScottishPower 
shows that cutting onshore RO banding is likely to increase costs for consumers 
by driving renewables deployment to more expensive technologies.  
Offshore Wind – This has a huge role to play in helping Scotland meet its 
renewable electricity target and the industry is rising to the challenge of 
increasing delivery in a way that provides a foundation for future cost reductions.  
We believe that costs can be reduced; to facilitate this, momentum must be 
maintained to grow the industry further so as to benefit from learning and 
experience, as well as economies of scale.  To build the industry there need to be 
strong and consistent investment signals in terms of RO support rates and 
support under a Contract for Differences (CfD) mechanism under EMR.     
Marine – Wave and tidal technology has progressed substantially over the last 
few years with Scotland leading the way with the help of enhanced ROC support 
and grant funding (introducing the WATES and WATERS schemes for example).  
We expect marine technologies will contribute to the 2020 target.  However, it is 
expected that large scale deployment will contribute more significantly to longer 
term targets.  Support in this area could produce a vibrant marine industry with 
globally leading test and demonstration projects in Scotland; this could bring 
significant economic benefits over the years to 2020 and beyond, including the 
associated export potential. 
Hydro – Whilst this is a well established technology within Scotland we believe 
that there is still potential for further development.  However, we note the 
potential reduction in support proposed in the recent RO banding review and we 
do not consider this to be conducive to achieving the full potential of this 
technology.  Furthermore, pumped storage schemes could be particularly helpful 
to complement more variable technologies, however, projects of this scale face 
significant challenges in terms of environmental and construction hurdles. 
Biomass – we consider that biomass has a significant role to play in helping to 
meet the 2020 target.  Biomass has potential not only in contributing to the 
renewable electricity target but also to meeting ambitions on renewable heat.  
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Biomass is also a technical option for the future of Longannet power station.  
However, the use of biomass is not without challenges.  The UK domestic supply 
chain is currently limited so that large scale projects need to rely on long-term 
contracts for imported fuel.     
Demand side response (DSR) and storage - Other technolological solutions 
should continue to be explored such as demand side management, smart 
metering, smart grids, storage heating and electric vehicles all of which could 
facilitate greater penetration of renewable generation. 
Heat 
Renewable Heat – Initial findings from the Element Energy and EST report into 
Renewable Heat in Scotland indicate that uptake of dwelling-scale technologies 
is likely to be dominated by Air Source Heat Pumps.  However, these have 
relatively low output and, unless this is improved, the use of this technology in 
Scotland’s domestic heating market may depend on improving home insulation 
standards.  In terms of affordability, the single largest barrier to renewable heat 
uptake has to date been the lack of an economic case and we are looking to the 
RHI to help stimulate this. 
 
6. Are electricity generating or heat producing technologies compatible 

with the need for security of supplies?  

Renewable generation can help with some aspects of security of supply by 
reducing the dependence on imported fossil fuels.  However, with current 
technologies, intermittent renewable generation does require back-up from 
flexible fossil plant.  The planned Capacity Mechanism under EMR will be 
important in ensuring that the right investment framework is maintained for such 
plant. 
With adequate interconnection (which is also needed for export purposes when 
renewable generation is high) back-up plant can be located in Scotland, or 
England & Wales, or both.  We are pleased to see progress being made on the 
recently announced subsea link from Ayrshire to North Wales as an example of 
a modern approach to infrastructure upgrades that will enable renewable 
deployment and improve security of supply.   
As mentioned above, widespread use of heat pumps could eventually lead to 
localised issues on electricity distribution networks and further research would 
help in understanding this potential challenge.   
 
7. Are our universities and research institutes fully geared up to the need 

for technological development, innovation and commercialisation? 

The universities and colleges in Scotland are amongst the leaders in their field 
insofar as renewables and low carbon technology are concerned.    
Globally recognised research is being carried out by a range of institutions such 
as Edinburgh, Strathclyde, Heriot Watt and Aberdeen universities.   
ScottishPower is involved in smart grid development, wind, marine, CCS and 
energy demand research across such institutions.  We are supporters of the 
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Technology and Innovation Centre (TIC) that has recently been established at the 
University of Strathclyde.   
Scotland is also well placed to capitalise upon research via the Energy 
Technology Partnership (ETP) that is able to provide a mechanism for 
collaboration to accelerate academic and industrial research activity.  We are 
pleased to note the award of the Catapult Centre for marine technologies being 
made to Glasgow and hope this can make a substantial contribution to bring 
innovation from universities and industry into full commercialisation.    
That said, Scotland could face significant skills challenges in energy and low 
carbon technologies in the future, partly as a result of an aging workforce but also 
due to the requirement for new skills.   Universities and colleges across Scotland 
have a huge role to play in working with industry to increase the skills available to 
capitalise on new market opportunities. 

 
b) Supply chain and infrastructure 

 
8. Is the supply chain in Scotland in place to meet the targets? 

Electricity 
The supply chain is in existence globally to help meet the targets in Scotland.  
However, we would like to see a competitive, secure and efficient Scottish 
supply chain developing.  This could increase competition and help drive down 
costs, thus minimising the cost to consumers.  A larger Scottish or UK based 
supply chain could also help to generate wider economic benefits such as jobs in 
manufacturing and operations and maintenance.   
Heat 
We have no observations to offer at this early stage of the development of the 
renewable heat market 
 
9. What further improvements are needed to the grid infrastructure or heat 

supply networks both at a national and a local level?  Additionally, are 
we confident that the necessary infrastructure can be developed and 
financed so that Scotland can export any excess electricity generated to 
the rest of the UK and/or the EU?  What is the role for the Scottish 
Government here? 

Electricity  
Increased investment in infrastructure will be required at both a local and national 
level to ensure the required targets can be met.  In order for Scotland to achieve 
renewable generation equivalent to 100% of its annual consumption, it will 
require the means to export significant amounts of electricity to the rest of the UK 
and possibly Europe.  Plans are therefore in place to increase Scotland’s export 
capacity to England from around 3.3GW to around 7GW.   
A key part of that upgrade involves work by ScottishPower’s transmission 
business, SP Transmission (SPT) and SPT recently reached agreement with the 
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energy regulator Ofgem (as part of the RIIO-T1 price control review) to fund an 
investment plan totalling £2.6 billion over the period 2013-2021.   
We have carefully calibrated our plans to mitigate the impact on our stakeholders 
and customers throughout Scotland and the UK.  Ofgem have estimated that the 
total cost of upgrades in Scotland will add 35 pence a year to consumer bills 
over the eight year period of the RIIO-T1 price control (2013-2021). 
However, this plan is not without significant challenges in respect of 
deliverability; for example, in the areas of outage planning, resourcing, financing 
and especially planning and consenting.  We will therefore seek to engage with 
the Scottish Government to help reconcile national priorities and local interests in 
this area.  Throughout the RIIO-T1 period and beyond, we are committed to 
engaging with all stakeholders to help us overcome these challenges and ensure 
we can deliver this investment plan to achieve renewable targets.  
Heat  
No comment at this stage. 

 
c) Planning and consents 

 
10. Is the planning system adequately resourced and fit for purpose? 

We recognise that the Scottish Government has already made significant reforms 
to the planning system in order to deliver the renewable targets and, in 
comparison with other UK countries, we find the planning system for nationally 
significant projects to be relatively favourable and easy to negotiate.  There are 
still barriers to be overcome at a local level (and to some degree with statutory 
consultees), such as ensuring that there are the necessary resources and 
expertise to take effective and timely decisions on planning applications. 
Furthermore, it is essential that local policy is tied to national policy to ensure 
decisions at the local level are in line with national requirements.  We welcome 
the national overview that the Scottish Government’s Energy Consents Unit 
provides to onshore renewables delivery with its determination of windfarms over 
50MW.  We feel this threshold allows a strategic approach to the deployment of 
renewables and we would not want to see this 50MW threshold increased. 
In terms of planning and consenting for offshore and marine renewables, we 
welcome the recent recommendations from the Scottish Government’s taskforce 
on streamlining the consents process.  We recognise that the resourcing of 
Marine Scotland and statutory consultees to deal with an increasing volume of 
applications is an issue, but we are assured that steps will be taken to address 
this.  The UK Marine Policy Statement is a welcome start to the marine planning 
process but the detail of the National Marine Plan and regional marine plans must 
demonstrate a commitment to enshrining renewables targets at those levels of 
planning.  It would be helpful to ensure that marine planning partnerships and the 
formulation of regional plans are taken forward as soon as possible, as an 
uncertain policy framework is a barrier to marine development, particularly at a 
time when a new suite of marine protected areas are being developed. 
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11. How can national priorities be reconciled with local interests? 

Clearly, it would be beneficial to see more employment from the development, 
manufacturing, construction, operation and maintenance of renewable build in 
Scotland.  More could be done to improve skills at a local level to provide 
employment opportunities, particularly within the offshore and marine industries.  
Within the onshore industry, construction and maintenance skills will be required 
to work on local assets.  While there is a strong role for developers to enable this 
to happen, there is also a need for national co-ordination and delivery of such 
skills and training opportunities.  We believe that such opportunities, combined 
with community policy around renewables, could create a significant contribution 
to improving local interest in renewable developments. 
We also note the UK Government’s commitment to exploring the localisation of 
business rates from renewable developments to local authorities, as is often done 
in Continental Europe.  This could make a significant difference to improving local 
interest in renewable developments.   
As with planning policy, it is important that community policy is reflective of 
national policies whilst recognising that communities need to see some benefits 
from developments within their locality.  ScottishPower Renewables provide 
community benefits of over £1m per annum in relation to renewable 
developments. That said, we would like to highlight that community benefits can 
take many forms - both direct and indirect - and defining the “community” that 
should benefit is not without challenges, particularly in cases where projects span 
large areas.  Additionally, we expect identifying any “community” applicable to 
offshore wind and marine projects may be more challenging. 
 
(d) Access to finance 
12. Will sufficient funds be available to allow investment in both the 

installation and the development of relevant technologies?  What can 
Scottish Government do to influence this? 

With the substantial growth in renewables, particularly offshore wind, more 
sources of finance will be required in the longer term.  Investors will require 
confidence in the market and therefore the Scottish Government should continue 
to work with the UK Government, Ofgem and local authorities to reduce barriers 
associated with grid charging and access, planning and supply constraints.  
Confidence in the support mechanism will also be fundamental to ensuring 
sufficient investment, a smooth transition between the RO and the proposed FiT 
CfD will therefore be essential. 
Finance for renewable heat can be facilitated through the RHI, Green Deal and 
Energy Company Obligation (ECO) mechanisms.  A mechanism for ECO to 
provide an uplift for heat pumps delivered to homes off the gas grid could be 
helpful. 
In terms of investment to develop technologies, momentum needs to be 
maintained on innovation and development in new technologies (such as through 
the TIC at Strathclyde University) and there needs to be adequate grant funding 
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and support to allow new technologies to progress to small scale test devices and 
then onto commercial scale deployment.  Initiatives such as WATES and 
WATERS have been key to developing the marine industry within Scotland and 
we would like to see schemes such as these continue.   
 
13. What will the impacts be on consumers and their bills? 

The significant investment required in order to meet the 2020 renewables targets 
will require returns that must ultimately be paid for by consumers.  Developers, 
suppliers and Government all have a role to play to ensure costs are minimised.  
However, support levels must be sufficient to maintain momentum within the 
industry and increase capacity to such a level that experience and learning can 
help to reduce costs as quickly as possible. 
The cost of the renewables obligation is shared by all UK electricity consumers, 
whether the renewable electricity is consumed in Scotland or exported to England 
and Wales.  At present the cost on a typical dual fuel domestic energy bill of 
£1200 is around £21 – i.e 1.75% of the whole bill.    
As mentioned above, ScottishPower Transmission have agreed a carefully 
calibrated package of grid investment plans with Ofgem that should allow 
significantly more exports from Scotland, while mitigating the impact on 
customers throughout Scotland.   
 
(e) Skills and workforce development 

 
14. Will Scotland have sufficient home-grown skills to attract inward 

investment?  Are current policies producing the desired move towards 
science, technology, engineering and maths subjects at school and 
universities?  Is the skills transfer from the oil and gas sectors being 
realised? 

Scotland has a very rich talent pool to continue development of renewable 
technologies although we believe that further work is needed to partner skills 
from outside Scotland, as well as internally, in order to benefit from as wide a 
range of experience as possible.  Uptake of scientific subjects within schools 
must be encouraged to ensure sufficient availability of skills in the future.  We are 
heavily involved in STEM (Science, Technology, Engineering and Maths) 
promotion and believe this work is key in securing the supply of potential future 
talent. 
Transfers from the oil and gas sector are at an early stage at present with only a 
few having the confidence to transfer fully to the renewables sector.  Although 
there are similarities between the industries, there are significant differences in 
terms of risk.  Further work is therefore required to align these industries and 
benefit from experience.  We believe that developing the alignment, and the 
ability to transfer skills, between the two industries would offer potential benefits 
to the oil and gas industry as well as to the renewables industry. 
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Changes in the workforce requirements of the UK armed forces also present a 
potential talent pool for the energy sector and SP Energy Networks has already 
successfully recruited a number of former service personnel with engineering 
skills who will follow an internal up-skilling programme. 
 
(f) Energy market reform and the subsidy regime 

 
15. Are the reforms of the energy markets and subsidy regimes at both UK 

and EU level sufficient to meet the challenges of the Scottish 
Government’s renewable targets? 

The Renewables Obligation (RO) and Renewables Obligation (Scotland) (ROS) 
have been very successful to date in bringing forward renewable deployment and 
any market reform necessarily brings significant uncertainty for investors. Any 
such uncertainty needs to be minimised.  Whilst development of the new CfD 
support mechanism is continuing to progress in the right direction there is still 
much detail to be finalised and we are continuing to work with DECC and the 
Scottish Government on this.   
It is vital that there is a smooth transition from the existing RO mechanism to the 
new CfDs under the EMR programme.  This will be particularly important for the 
growth of the marine sector in Scotland and the further development of offshore 
wind, both of which will be at important stages of development at the time that the 
RO and ROS are scheduled to close.   
Crucial to a smooth transition will be ensuring that the institutional design 
underpinning the CfDs delivers full confidence to investors in the long-term 
security of a CfD.  This will be essential to ensuring continuity in investment plans 
in the lead up to the closure of the RO/ROS and beyond.   Industry requires 
significant progress on the development of the CfD mechanism before it will be 
confident about the proposed ending of the RO and ROS in 2017, so as to 
ensure continued development up to that point.  Moreover, continuity in the 
attractiveness of the support arrangements will be important during the transition 
as the CfD mechanism will take time to be established with the necessary 
credibility. 
In this context, the proposed step down in the support rate for offshore wind 
signalled by DECC in the RO Banding Review Consultation as we near the 
closure of the RO/ROS is unhelpful and is exacerbated by indications in the 
DECC Consultation document that the new CfDs “are expected to be set at a 
lower level of support than the RO”.  We consider that this stance, if not fully 
justified by differences in cost of capital between the support regimes, could risk 
deterring investment under the CfD thereby threatening the achievement of the 
2020 renewables target and failing to capture the benefits of developing a 
domestic supply chain. 
 
Scottish Power 
March 2012 

 


	Agenda
	EET-S4-12-19-1 submission pack

