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I refer to your letter of 7 May to Fergus Ewing seeking additional information on the reduction
in the Energy budget for 2013-14, to that detailed in my letter of 23 April to Kenneth Gibson,
MSP following scrutiny of the Spring Budget Revision by the Finance Committee on 12
March.

The overall reduction in the Energy budget, from Budget Bill to Spring Budget Revision
(SBR), across financial year 2013-14 was £63.0 million, in the main to reflect the reprofiling
of the Renewables Energy Investment Fund (REIF) in line with demand and the transfer of
resources within the wider FESG portfolio to deliver energy policy objectives. The table in the
supporting annex to this letter provides a summary "Level 4" budget analysis.

It may be helpful to provide the Committee with additional background on the Fossil Fuel
Levy (REI F) and related Renewables Projects budget line where there were adjustments of
£56.0 million to the assigned budget over the course of the year. This budget movement
originates for a number of reasons and these are reflected in the two in-year Budget
Revisions.

At the Autumn Budget Revision (ABR) there was an overall budget adjustment of £41 million
to the assigned budget for Fossil Fuel Levy - REIF and related Renewables Projects. This
reflected the reprofiling of £15 million within REIF as announced at Stage 3 of the Budget Bill
on 6 February 2013 (further details below), an internal Finance, Employment and
Sustainable Growth (FESG) budget transfer to Enterprise Bodies, in respect of energy loans
to businesses from REIF (£16 million), and a further internal FESG budget transfer to
Scottish Enterprise for Prototyping for Offshore Wind Energy Renewables Scotland
(POWERS) (£10 million). The net effect of this was that £26 million was spent on Energy
projects in 2013-14 within other budget lines in the FESG portfolio.

The SBR recorded a further net reduction of £15 million in the assigned budget line for Fossil
Fuel Levy (REIF) and related Renewables Projects, including the reprofiling of £12 million in
respect of REIF (further details below). The SBR also recorded a net movement of £3.0
million in Renewable Projects, this included internal FESG transfers from the budget line to
support District Heating Loans (£1.9 million) and Home Loan Renewables (£1.8 million),
again reflecting spend on Energy related projects within the FESG portfolio.
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Renewable Energy Investment Fund (REI F)

The Committee will be aware that REIF was established as a £103 million three year fund in
2012 with funds from the Fossil Fuel Levy (FFL) account. Scottish Ministers remain fully
committed to the Fund and recognise the challenges in making progress over the initial
planned timescale. Accordingly, the initial three year plan for the Fund has been extended to
financial year 2016-17 and the £103 million commitment will be profiled accordingly.

Scottish Ministers in agreeing an extension of the Fund, reduced the 2013-14 REIF budget
(at the ABR) from £45 million to £30 million. This was announced to the Scottish Parliament
on 6 February 2013, at Stage 3 of Budget Bill, in light of short term demand for financial
support from REIF being lower than expected. A further £12 million transfer of funds was
completed at SBR owing to changes in forecast REIF deals caused by uncertainty in the
market.

The Committee will wish to note that the Scottish Investment Bank is making good progress
with developing a pipeline of projects for REIF, particularly in community energy, marine
energy. However, wider market uncertainty, largely caused by UK Electricity Market Reform,
is delaying overall demand. The Scottish Investment Bank is continuing to look at ways to
adapt REIF to suit market conditions and to maximise support.

As I informed the Finance Committee, as part of the internal robust budget monitoring
process and in line with good practice, we took the opportunity at the Spring Budget Revision
to maximise the budget available in 2013-14 through the deployment of emerging
underspends, in particular where possible to ensure that capital investment was supported.

I hope this assists the Committee.

I am copying this letter to Fergus Ewing, MSP Minister for Energy, Enterprise and Tourism
and to Kenneth Gibson, MSP Convenor of the Finance Committee.
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Supporting Annex

Movement NotesBudget
Act

Final
Budget

Energy Efficiency &
Policy
Implementation

£m
15.1

£m
11.0

£m
-4.1 At ABR the budget was reduced by

£2.0 million due to a lower than
anticipated uptake in demand led
schemes. The £2.0 million
supported a budget transfer to the
LG portfolio to mitigate the impact
of the UK Government's Welfare
Reforms (Bedroom Tax) (£1.5
million) and a transfer to the RAE
portfolio for Peatland Restoration
(£0.5 million).

There was a further net reduction
of £2.1 million at SBR again
flowing from a lower than
anticipated uptake in demand led
schemes. This supported a
number of minor budoet transfers.

Renewable and
Community Energy

Critical National
Infrastructure
Resilience

11.6

0.5

13.8

0.2

+2.2 At ABR the budget was reduced by
£0.5 million taking advantage of a
small anticipated underspend in
the CARES scheme to transfer
budget to Local Government to
mitigate the Impact of the UK
Government's Welfare Reforms
(Bedroom Tax).

There was a further net positive
addition of £2.7 million at SBR.
This reflected a number of minor
budget transfers.

-0.3 ABR actioned a budget transfer of
£0.3 million to the Justice portfolio
for the Critical Infrastructure
Resilience Unit.

Green Deal 14.7 14.4 -0.3 At SBR there was a £0.7 million
reduction to the budget as a result
of an adjustment to the initial
Green Deal Initiative Whitehall
transfer from the Department of
Energy and Climate Change.
There was a £0.4 million addition
to budget from an internal FESG
resource to capital switch in
respect of the Private Sector
Landlord Voucher Scheme.

Fossil Fuel Levy
(REIF) and related
Renewable Projects

65.0 9.0 -56.0 See letter.

Low Carbon
Economy

8.0 3.9
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-4.1 ABR actioned a budget transfer of
£3.3 million to the RAE portfolio for
Resource Efficient Scotland. SBR
actioned a budoet transfer of £0.8
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million to the IIC portfolio for
Scottish Futures Trust Low Carbon
Workstream.

Grid Enhancement 1.0 0.6 -0.4 SBR actioned an internal FESG
budget transfer to Scottish
Enterprise for the Scottish
European Green Energy Centre
(£350,000) and a budget transfer
to the ELL portfolio for
groundwater methane monitoring.
(£60,000).

Energy 115.9 52.9 63.0
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