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SUBMISSION FROM SCOTTISH RENEWABLES 

Introduction 

Scottish Renewables is the voice of the renewable energy industry in Scotland and is 
an organisation dedicated to securing the best possible environment for the growth 
of renewable energy in our country. 

We are working to deliver on the ambition of harnessing Scotland’s abundant natural 
resources to secure a future that will deliver on jobs, investment and energy security, 
while meeting our climate change obligations. 

Overview 

Supportive policies at both Westminster and Holyrood have achieved their objective 
of sustained growth of the renewable energy sector in Scotland, with renewable 
power now generating around 50% of the equivalent of the annual demand for 
power1, and a 37% increase in renewable heat output from 2.7% in 2013 to 3.7% in 
20142. 

However, we are not yet halfway to our 2020 renewable heat target3 and the early 
closure of the Renewables Obligation and delays to the allocation of Contracts for 
Difference at Westminster mean that we could miss the target of generating 100 per 
cent of the equivalent annual demand for power. Our latest projection showed that 
we will have sufficient capacity to generate 87 per cent without additional allocation 
of Contracts for Difference. 

We highlight the key challenges and opportunities for the sector below. 

Recent UK Government announcements 

The Renewables Obligation (RO) 

The RO has been the main driver of growth in renewables capacity since its 
inception in 2002. With the agreement of the Scottish Government, the RO was due 
to come to an end on 31 March 2017. However, on the 18 June 2015 Amber Rudd, 
Secretary of State for Energy and Climate Change, announced the RO would close 
to onshore wind a year earlier than expected, on 31 March 2016. This measure is 
being taken forward in the current Energy Bill, which started in the House of Lords in 
July 2015 but, as yet, is still to receive its Second Reading in the House of 
Commons. 

At the time of the announcement, Scottish Renewables estimated that the decision 
could put around two gigawatts (2GW) of onshore wind projects in Scotland at risk - 
worth around £3 billion of investment4. A Scottish Renewables commissioned survey 
of major investors, undertaken by EY5, subsequently found more than half of 
respondents weren’t prepared to lend until the Energy Bill received Royal Assent, 

                                                           
1
 http://news.scotland.gov.uk/News/Renewable-electricity-ahead-of-schedule-17d3.aspx  

2
 www.energysavingtrust.org.uk/sites/default/files/reports/EST%20RH%20Report%202014_final%20OCT.pdf 

3
 https://www.scottishrenewables.com/sectors/renewables-in-numbers/  

4
 https://www.scottishrenewables.com/news/early-end-onshore-wind-support-could-cost-3bn-inve/     

5
 Formerly Ernst and Young 
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largely due to the current political and regulatory risk concerning the RO, and the 
lack of guidance on the process and timing of the Energy Bill. The authors of the 
report concluded that “raising project finance for UK onshore wind RO projects has 
become more complex, more expensive and increasingly more difficult since the 
announcement of the early closure of the RO and supporting grace periods”. 

The UK Government did introduce grace periods into Clause 66 of the Energy Bill for 
some projects. However, these were subsequently rejected by the House of Lords at 
Report Stage on 21 October and there have not been any replacement clauses 
published by the UK Government to date. 

The Impact Assessment6 of the policy to close the RO early to onshore, published by 
DECC on 8th September 2015, estimated in its central scenario that 40% (1.2GW) of 
the 2.9GW then awaiting construction would be able to secure support through 
DECC’s proposed RO grace periods. Since then, the number of projects across the 
UK that have received planning consent and are awaiting construction has 
increased, and now sits at around 4.6GW (approximately 3GW of these are in 
Scotland). Of this number, 0.75GW have been allocated a CfD and 1.2GW are 
assumed to be capable of securing support under the RO, based on DECC’s 
proposed grace period criteria (although currently no grace period criteria have been 
confirmed). This leaves 2.65GW without any route to market at all. It is, therefore, 
vital that the UK government urgently bring forward grace periods for RO projects 
with fair, clear and detailed eligibility criteria, as those that are eligible must be able 
to confirm that they qualify as soon as possible to allow investment to continue. 

The Feed-in Tariff (FiT) 

The FiT was introduced in 2010 to encourage uptake of small-scale renewable 
electricity-generating technologies. The small-scale renewables industry, supported 
by FiTs, has shown to be extremely effective at deploying capacity across the 
country, across technologies and scales, and across a wide range of investors and 
developers. 

However, On 22 July 2015 the UK Government announced changes to rules which 
allow access to the Feed-In Tariff scheme are proposed, removing the crucial 
process which allows projects to know what they will be paid for their energy before 
they spend significant amounts of money and begin construction 

The proposed changes have had a detrimental impact on investor confidence across 
the renewables industry, and will reduce development, slowing down progress on the 
Government’s commitments to tackle climate change. 

We understand that DECC expects to announce the outcome of its consultation on 
the FiT in either December or January, however timescales have not yet been 
confirmed. 

Contracts for Difference (CfD) 

CfDs will be the only option of support for all low-carbon electricity generating 
technologies above 5MW beyond 1st April 2017. CfDs offer support for 15 years 

                                                           
6
 http://www.parliament.uk/documents/impact-assessments/IA15-007D.pdf  
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and, unlike the RO which provides a fixed payment per MWh, CfD generators 
essentially receive a top-up payment between the market price and a competitively 
set ‘strike price’. If the market price rises above the agreed ‘strike price’ the 
contracted generator will be required to pay back the difference. 

In March 2015, the first competitive allocation of contracts successfully secured over 
2GW of renewables capacity at prices significantly below those projected by 
government. Building upon the success of this first allocation round, a further 
allocation process was expected to commence in October 2015. However, on 22 
July 2015 DECC Minister, Lord Bourne, announced that the government would not 
set out its plans for future CfD allocation rounds until the autumn7.  The Secretary of 
State has since announced: 

“If, and only if, the Government’s conditions on cost reduction are met 
[regarding offshore wind] – we will make funding available for three auctions 
in this Parliament. We intend to hold the first of these auctions by the end of 
2016.”8   

The renewables industry is still awaiting clarity over the timing and budgets for the 
next CfD allocation round, but we are strongly in favour of an early commencement 
as this is important to both offshore wind projects and the onshore wind projects on 
Scotland’s islands. Any further delay to the process would impact on the timescales 
for delivery of these and raise serious questions about whether Scotland’s can meet 
its 2020 renewable electricity target9. 

Renewable Heat Incentive 

Since the launch of the Non-Domestic Renewable Heat Incentive (RHI) in 2011 and 
the Domestic RHI in 2014, the scheme has played a pivotal role in encouraging the 
use of renewable heat for businesses and households, but uncertainty over its future 
is now putting question marks over proposed investments. 

In a recently leaked letter, confirmed subsequently to the Energy and Climate 
Change Select Committee, Amber Rudd admitted that the UK Government does not 
have the right policies in place in order to meet their binding EU 2020 Renewable 
Energy Target. She told the Committee that:  

“It’s my aim we should meet the 2020 target. I recognise we don’t have the 
right policies, particularly in transport and heat, but we have four to five years 
and I remain committed to making the target,” 

On 25 November at the Spending Review, the Chancellor of the Exchequer, George 
Osborne, announced that “the government will increase funding for the Renewable 
Heat Incentive to £1.15 billion by 2020-21, while reforming the scheme to deliver 
better value for money”10. 

                                                           
7
 https://www.gov.uk/government/news/controlling-the-cost-of-renewable-energy  

8
 https://www.gov.uk/government/news/new-direction-for-uk-energy-policy  

9
 https://www.scottishrenewables.com/news/scotland-miss-100-renewable-electricity-targets/  

10
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/479749/52229_Blue_Book_PU1865_Web_Acc

essible.pdf  
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While Scottish Renewables has welcomed the continuation of this funding, the sector 
is awaiting further detail about how any reform would work in practice and what this 
might mean for schemes in Scotland11. 

Future of the sector 

Revenue support 

The UK Government has made it clear that it will not allocate future subsidy to 
onshore wind, and Amber Rudd has also stated that onshore wind will not feature as 
part of the next round of CfD allocation12. However, Scottish Renewables supports 
the position13 proposed initially by the Committee on Climate Change (CCC)14, and 
supported by the think-tanks Policy Exchange15 and BrightBlue16, who state that “the 
availability of such contracts [long term contracts such as CfD’s] should not 
automatically count as a subsidy”, and that “determining whether the subsidy/no 
subsidy line has been crossed will depend on whether total lifetime payments made 
under a CfD are above what other technologies receive, particularly the lifetime costs 
of the most mature and cheapest technologies”. 

The Committee on Climate Change has concluded that anything less than £80/MWh 
should be seen as ‘subsidy-free’ by the end of this decade17. This is the cost of the 
successful onshore and solar projects in last year’s CfD auction round, which is 14 
per cent cheaper than the £92.50/MWh agreed with EDF Energy for Hinkley Point C 
for the first 35 years of its lifetime. 

Ambitions beyond 2020 

The biggest challenge for the renewable energy sector today is the lack of any clear 
sense of ambition for the future growth of the industry by the UK Government 
beyond 2020, despite the Committee on Climate Change’s estimate that renewable 
electricity capacity needs to double by 2030 if the UK is to meet its fifth carbon 
budget18. At the moment, there is no government target for the growth of the 
renewable energy sector, nor is there a clear sense of the role that ministers see the 
sector playing in the task of decarbonising our energy use. The impact of the policies 
announced by the Secretary of State in her recent ‘reset’ speech19 is still unclear, 
and nor is it clear if the aspirations outlined will deliver the level of carbon savings 
required to meet future carbon budgets, with the UK Government having already 
acknowledged that we are falling further behind the emissions reduction targets 
required to meet the fourth carbon budget, and are now approximately 10 per cent 
behind our target.20 
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 https://www.scottishrenewables.com/news/our-response-uk-spending-review/  
12

 http://www.publications.parliament.uk/pa/cm201516/cmhansrd/cm150622/debtext/150622-0001.htm#150622-
0001.htm_spnew158  
13

 https://www.scottishrenewables.com/publications/scottish-renewables-briefing-subsidy-free-cfd/  
14

 https://www.theccc.org.uk/wp-content/uploads/2015/06/6.737_CCC-BOOK_WEB_250615_RFS.pdf  
15

 http://policyexchange.org.uk/publications/item/powering-up-the-future-of-onshore-wind-in-the-uk?category_id=24  
16

 http://www.brightblue.org.uk/images/greenandresponsible.pdf  
17

 https://d2kjx2p8nxa8ft.cloudfront.net/wp-content/uploads/2015/06/6.737_CCC-BOOK_WEB_030715_RFS.pdf (p.19) 
18

 https://d2kjx2p8nxa8ft.cloudfront.net/wp-content/uploads/2015/10/Power-sector-scenarios-for-the-fifth-carbon-budget.pdf  
19

 https://www.gov.uk/government/speeches/amber-rudds-speech-on-a-new-direction-for-uk-energy-policy  
20
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The lack of clarity over future aspirations means there is a total lack of certainty in 
the ‘route to market’ for larger projects which do not qualify for the Renewables 
Obligation and which do not have a Contract for Difference. This contrasts with UK 
Government commitments to support investment in new nuclear generation and gas-
fired power. Companies in the renewables sector are therefore freezing investment 
in developments and consented projects until they know if there will be a viable 
business case to support further investment. 

The role of the Scottish Government 

The Scottish Government’s ambitious climate change and renewable energy targets, 
and the strong consensus within the Scottish Parliament, have undoubtedly played 
an important role in attracting investment to Scotland and the growth of our sector. 

As we approach 2020, we believe that it is important for the next Scottish 
Government to renew our ambitions for renewables and to set out the role we can 
play in meeting the country’s climate change targets and in growing the economy 
between now and 2030. 

This will require a much stronger emphasis on renewable heat, and a strategy to 
guide the integration of power, heat and transport into a more joined up energy 
system, with a focus on the emerging areas of energy storage and network 
management. This also presents the opportunity for Scotland to lead global interest 
and investment in this area, and we should be aiming to join up existing work in this 
area to make Scotland an internationally-recognised centre of excellence and 
expertise in energy systems and storage. 

With the increasing pressure on costs and reducing support for all forms of 
renewables, it is vital that the Scottish Government does all it can to make renewable 
energy investment as competitive as possible, and our ideas in this area will form a 
key part of the ‘manifesto’ on the future of the sector we will publish early in 2016. 

Scottish Renewables 
December 2015 


