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Dear Mr Lindhurst 

BiFab, the offshore wind sector and the Scottish supply chain 

In response to the Committee’s request for further information following the session 

that took place on 8 December 2020, I hope you find the below helpful. 

 Details of the work that Crown Estate Scotland is doing to promote the 

local supply chain; and details of the energy ports study; 

As I alluded to in my evidence to the Committee, there are a number of ways in 

which Crown Estate Scotland is actively promoting the development of the Scottish 

offshore wind supply chain, beyond our leasing role.  

Port facilities are clearly a crucial piece of the jigsaw when it comes to ensuring 

Scotland is well placed to host the major offshore wind projects we all want to see. 

Our report, titled: Ports for offshore wind: A review of the net-zero opportunity for 

ports in Scotland found that while Scotland already has a strong and thriving ports 

sector, there are various steps that could be taken to maximise the future potential of 

Scottish ports to host the major offshore wind projects set to come to Scotland.  

The recommendations of the report include: 

 Taking steps to increase the port capacity that is suitable for large scale 

offshore wind developments. 

 Establishing a national strategic approach to how offshore wind port facilities 

are developed. 

 Developing new optimal operation & maintenance facilities which open up the 

right opportunities for Scotland’s ports. 

The research was carried out in coordination with key partners including Highlands 

and Islands Enterprise, Scottish Enterprise, and Transport Scotland.  We have also 

engaged in positive dialogue with the British Ports Authority and a number of local 

authorities. A full copy of the report can be found here.  

Another aspect of our support has been a commitment of £500,000 for research into 

the sustainable development of offshore wind in Scotland.  This funding is split 

between funding of projects via the Scottish Offshore Wind Energy Council 

https://www.crownestatescotland.com/maps-and-publications/download/506


   

 

 

(SOWEC) (£300,000), and research projects carried out in conjunction with Marine 

Scotland (£200,000).  

Projects funded under SOWEC must align with the goals of the Offshore Wind 

Sector Deal and/or the Supply Chain Development aspect of the ScotWind Leasing 

process. Some of the projects funded to date include: 

 A report covering supply chain and scale of deployment, barriers and 

opportunities, economic assessment, and investment opportunities. 

 Mapping out the active and strategic stakeholders within offshore wind, 

highlighting key priority areas and complimentary activity, including a Scottish 

content baseline analysis and a route to 60% UK content, as well as 

highlighting ambitious and achievable supply chain opportunities.  

 Floating Wind in Scotland - Identifying immediate action and ambition. 

 A report defining the additional costs faced by projects in certain parts of the 

UK, including Scotland.   

In addition to these steps, we have also made a commitment to look at how we can 

potentially invest our own capital to help support the development of the offshore 

wind sector in Scotland. An example from this year is our investment of £3.7m in the 

acquisition of a 123-acre commercial site near Montrose called Zero Four. The site is 

considered to have strong potential for supporting the development of offshore 

renewables, as a potential base of operational and maintenance support activities 

linked to the development of offshore wind projects in the North Sea.  

 Details of the state aid rules constraining Crown Estate Scotland from 

applying local supply chain conditionality; 

As confirmed in my evidence to the committee, our Supply Chain Development 

Statement has been designed to be compliant with all relevant legal restrictions, 

including state aid. 

The ScotWind Supply Chain Development Statement will require developers to 

submit credible information on the scale and location of anticipated supply chain 

spend in Scotland, the rest of the UK, the EU and beyond.   

The presentation of the Supply Chain Development Statement will be required, but 

the information contained in it will not form part of any scoring relating to selection of 

winning applications.  We considered various options in developing the Supply Chain 

Development Statement which included mandating or incentivising local content or 

local supply chain delivery. The imposition of any requirement that bidders either 

must use or are offered incentives to use local content or only invite local bidders, 

would be a contravention of the EU principles of non-discrimination and equal 

treatment.   Offering incentives for the same would be a contravention of the state 

aid rules and therefore would not be a viable route for Crown Estate Scotland to 

follow. 



   

 

 

In respect of mandating local supply chain content, in addition to the general 

principles of non-discrimination, equal treatment and transparency, Article 34 of the 

Treaty on the Functioning of the European Union (TFEU) forbids measures that 

hinder or discourage free trade in goods. Examples of where the European Court of 

Justice has found there to be a breach of Article 34 include: 

 The use of “discriminatory” specifications regarding a call for competition by 

an Irish Public Authority where the specifications for pipes to be used in the 

works programme favoured Irish products.  

 Decisions to buy from specific regions, such as that proposed in Italy which 

required certain public authorities to reserve 30% of their purchases of 

supplies for undertakings which had establishments within a specific region 

for the aim of securing industrial development in that region.  

 Requirements in construction contracts requiring national products to be used, 

such in relation to a Danish public authority which required the use of Danish 

materials. 

 The requirement to purchase local products in order to achieve a subsidy, 

such as an Italian policy which required certain Italian Public Authorities to 

purchase motor vehicles of domestic manufacture as a condition of eligibility 

for certain subsidies.  

As set out above consideration was also given as to whether incentives such as a 

reduction in rental could be offered to incentivise local content. In addition to the 

issues set out above in relation to the principles of equal treatment, if you were to 

incentivise local content by for example providing a reduced rental, this may breach 

the rules on state aid. State aid is considered to be an advantage granted by public 

authorities through state resources on a selective basis to any organisations that 

could potentially distort competition and trade in the EU. A reduction in rental to 

below market rates could be considered as being a selective advantage. Therefore, 

the state aid rules would constrain incentivisation for local content to the extent that it 

was seen to offer an advantage.  

Provisions have been included within the Option Agreement and Lease for ScotWind 

Leasing requiring developers to engage with the supply chain, including stipulating 

that opportunities for sub-contracts must be advertised in manner that is appropriate 

to encourage inclusive participation of suppliers, which would therefore include local 

suppliers, SMEs and third sector organisations. This stops short of mandating local 

content. 

 

 Details of the grounds on which Crown Estate Scotland can apply 

financial or other penalties if contracts are breached by developers. 

After submitting the Supply Chain Development Statement, developers will be 

obliged to keep it updated regularly. Then developers will be required to submit to 

Crown Estate Scotland a Contracted Position Statement no more than twelve 



   

 

 

months prior to submitting an Option Notice under the Option Agreement, the final 

step towards securing a lease. The Contracted Position Statement will set out the 

actual supply chain activity undertaken during the development stage of a project 

and the evidence of what the contracted position will be for the remaining stages of 

the project and its expenditure consequences, along with supporting information.   

Once a Contracted Position Statement has been accepted by Crown Estate Scotland 

it will be compared with the developer’s updated Supply Chain Development 

Statement. This allows an assessment to be made to see whether the estimated 

spend with the supply chain has been achieved.  Our current guidance, to be 

finalised in January, details financial remedies that would apply dependent on the 

lowest percentage achievement of any of the commitments which were made in the 

Supply Chain Development Statement: 

 100% or more of Supply Chain Development Statement commitment: No 

penalty  

 90%-100%: Payment of £50,000  

 50%-90%: Payment of £100,000  

 10%-50%: Payment of £250,000  

 0%-10%: The project cannot proceed to a full lease agreement  

When coming to decisions on what levels of financial penalties to impose, we have 

been constantly mindful that any step to promote local supply chain engagement has 

to be very carefully balanced with the need to ensure we present Scotland as an 

attractive destination for investment. Scotland is not the only market available to 

developers, including within the UK. Therefore, any step that has the impact of 

making Scottish projects more high risk than projects elsewhere could lead to us not 

being able to secure the investment needed to make the most of the potential 

Scotland has to host major offshore wind projects. In that scenario, not only could we 

miss out on the economic potential this sector offers Scotland’s communities, it could 

also impact Scotland’s Net Zero ambitions.  

I trust that this provides the committee with the required background on the points in 

question. 

Yours sincerely, 

 

Simon Hodge 
Chief Executive  
 
 


