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London
SW1A 0AA


Dear Scottish Affairs Committee,

Re: Call for Evidence: Renewable energy in Scotland

RES is the world’s largest independent renewable energy company with operations across Europe, the Americas and Asia-Pacific. At the forefront of renewable energy development for 39 years, RES is responsible for more than 19GW of renewable energy capacity and energy storage projects worldwide. RES is active in a range of renewable energy technologies including onshore wind, offshore, solar and energy storage. 

In the UK, RES has developed and/or constructed 1.9 GW of operating renewable energy capacity. We provide support services (Asset Management and O&M) to a global operational portfolio of 7GW of wind, solar and energy storage projects for a range of third-party clients. We play a critical role in ensuring the provision of electricity with our teams on the ground and in our Glasgow-based 24/7/365 control centre responsible for keeping 10% (3GW) of the UK’s operating renewable capacity running. We employ 500 staff across the UK working throughout the full lifecycle of renewables – development, construction and support services. 

RES wants to play an active part in Scotland’s energy future, ensuring our projects contribute to decarbonising the energy system at least cost to the consumer, in line with RES’ vision to be a leader in the transition to a future where everyone has access to affordable zero carbon energy.  

Summary 
RES welcomes the Call for evidence: Renewable energy in Scotland ahead of COP 26 later this year. While the Scottish Government and UK Government have been successful in decarbonising the power sector to date, there is still some way to go to continue that trajectory, and indeed speed it up. Even more importantly now, the industry needs a clear strategy on how the UK and Scottish Governments are going to decarbonise heat and transport sectors in order to meet their commitments. 

RES believes that the Energy White paper is heading in the right direction, particularly with regards to its proposals to support renewable (green) hydrogen development, the smart systems plan enabling flexibility, and the review of the National Policy Statement.

RES supports Scottish Renewables’ call for the UK government to work with the Scottish Government to meet Scottish targets, 75% by 2030, 90% by 2040 and 100% by 2045. However, we believe that there is more the Scottish Government could be doing to reduce costs to renewable development and drive greater investment and therefore jobs in Scotland. RES has estimated that approximately 14% of the lifecycle costs of an onshore wind farm in Scotland are as a direct result of decisions taken by Scottish Government. While individually small, the collective impact results in it becoming the third biggest cost. For example, business rates and planning costs. 

In addition, we believe that the Scottish Government could be doing more to address disproportionate network charging in Scotland. The First Minister called for an end to higher transmission costs faced by generation north of the border, in a speech at trade body Scottish Renewables’ annual conference earlier this year. This was positive and shows the importance of network charging, but RES would like to see the Scottish Government having conversations with BEIS, and Ofgem to discuss a wider TNUoS reform that needs to be actioned as soon as possible. 

Please see more detailed response to questions below. 

Yours sincerely,

Kate Dooley
Policy & Regulatory Affairs Manager


Call for Evidence: Renewable energy in Scotland

1) Scotland’s renewable energy targets
· How effective has the setting of targets been in achieving ‘net zero’ emissions by 2050 (UK Government) and 2045 (Scottish Government)?
The setting of emissions reduction targets can be critical to framing the tone for renewable development; when engaging with investors and throughout the development process when engaging with landowners and agents. Indeed, the setting of targets provides a strong signal to businesses when making planning decisions and deciding where to focus business development resources. Targets being set by government, should provide an indication for renewable developers that the region is a desirable place to invest limited funds.
Today Scotland’s emissions targets aim to reduce emissions at least 75%, 90% and 100% by 2030, 2040 and 2045 respectively. While the Power sector has contributed to more than 65% of all emissions reductions in the last decade in Scotland, the CCC has outlined in its Sixth Carbon Budged that 75% emissions reduction target, and beyond will be difficult to meet. 
Essential to meeting these targets is ensuring the policy and regulatory framework are fit for purpose to deliver. That means reviewing how policies and legislation contribute to deployment.  Currently costs that policy and legislation under the control of the Scottish Government can directly influence up 14% of costs for a typical onshore wind farm. While targets are important, ensuring the frameworks that sit underneath are aligned, is even more so. 
· What lessons can or have been learned from setting net zero targets?
Ensuring that policy frameworks and regulations are in alignment with the net zero targets is the most important lesson. 
· To what extent does the UK Government’s latest white paper – Powering our net-zero future – ensure that renewable energy targets will be met in the UK.
RES supports the direction taken in the Energy White paper, but we need to see appropriate timescales and implementation policies to make the proposals of the white paper a reality in a timely fashion. This is true as we wait for the Hydrogen Strategy, and indeed the Scottish Government’s policy Statement and anticipated Hydrogen Action Plan are of great interest to RES, and the smart systems plan both of which are critical to ensure that renewable energy targets will be met. 
The National Policy Statements (NPS) is used as the basis on which the Planning Inspectorate and the Secretary of State can make decisions on applications for development consent. The NPS for energy is significantly out of date (published in 2011). For example, it only accounts for flexibility from fossil fuel generation and therefore we welcome this review.
Importantly, RES believes the Ofgem should be mandated to prioritise netzero in its decision making as part of the review of institutional arrangements governing the energy system that was highlighted in the Energy White Paper. The roles of Ofgem, the electricity and gas system operators and the transmission and distribution network operators still largely reflect the model from 30 years ago and need to be updated.
We don’t feel that the Energy White paper addressed the reforms necessary to carbon pricing. RES believes that more should be done to encourage businesses to move away from fossil fuels. One way in which this can happen is via the carbon price. We welcome the announcement earlier this year that the UK's ETS cap will be aligned with the UK's net-zero ambition by January 2024 however stronger signals in the short term will lead to the necessary divestments in the short term. Simplifying the inconsistent carbon pricing landscape by placing a charge on every tonne of CO2 that is emitted, this will catalyse the transition to net zero by ensuring that all actors, individuals, business, manufacturers and policy makers prioritise cheaper and less polluting options, pricing the stronger signal that is required. 
Further to this, we suggest that the revenue from carbon pricing is used to support green initiatives that facilitate a just transition to net zero. This includes the efficient investment in decarbonisation across the economy through funding or providing tax rebates to promote both the development and roll out of low carbon technologies and in rewarding carbon removal. 
Just as EU MEPS recently backed a border carbon adjustment charge[footnoteRef:2], so too should the UK when importing goods that are not in line with netzero ambitions. This would go some way to preventing carbon leakage, a problem that was underwhelmingly addressed in the recent UK Industrial Decarbonisation Strategy.   [2:  https://www.europarl.europa.eu/news/en/press-room/20210304IPR99208/meps-put-a-carbon-price-on-certain-eu-imports-to-raise-global-climate-ambition ] 

2) Renewable energy sources
· What variables have contributed toward wind energy providing more energy to the grid than any other renewable source?
The deployment of onshore wind was supported by financial schemes which lead to an increase in installed onshore wind capacity from 2,486MW in 2010 to 8,478MW in 2020, driving consistent investment into the sector. Now, the levelised cost of electricity from onshore wind is the lowest of all scalable forms of generation in the UK.  Further deployment of all forms of renewable generation will support the economic prosperity in Scotland providing supply chain and employment opportunities across the country, and in turn driving the investment needed to support the infrastructure for a net zero future. 

There is significant public support for onshore wind with 66% of rural Scots support the use of onshore wind energy (Survation, 2018) and 76% people support onshore wind across the UK, (BEIS Public Attitudes Tracker, March 2021)[footnoteRef:3]. This has contributed to wind energy being deployed in Scotland over and above other forms of renewables. [3:  https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/985092/BEIS_PAT_W37_-_Key_Findings.pdf] 

Onshore Wind positively contributes to the UK and provides significant value – enabling sustainable growth, reducing costs to consumers and supporting a large home-grown supply chain. Ensuring there is a pipeline of deployment across the UK, facilitated by a supportive planning regime will enable the renewables industry to continue to deliver economic opportunities. Every scenario (Committee on Climate Change, National Grid FES, etc.) sees a significant increase in deployment of onshore wind and solar. Ensuring a facilitative environment across the whole of the UK for onshore wind to reach deployment levels of 35GW by 2035 could reduce UK electricity costs by 7%, support 31,000 jobs, lift productivity throughout the UK and enable a £360m export industry

· Why does marine energy account for such a small proportion of the total energy output of renewables in Scotland?
No comment.
· What is being done to develop and research other forms of renewable energy in Scotland such as wave/tidal energy and carbon capture usage and storage (CCUS) energy or others?
No comment.
3) Employment in renewable energy sector
In 2010 the Scottish Government said there was a potential for 130,000 jobs (Scottish Government, A low carbon economic strategy for Scotland, November 2010, p.10) in the low carbon renewable energy sector.
· What policy decisions do the UK and Scottish Governments need to make to increase the number of jobs in the renewable energy sector?
RES believes that, as with any infrastructure investor and developer, a clear, stable and long-term policy framework is key for the growth of our business. This raises investor confidence, helps reduce the cost of capital, drives cost-effective deployment and reduces the impact on the consumer. 
Increasing the deployment of renewable energy generation, particularly onshore wind and solar, will in turn increase the number of jobs in the renewable sector.  Therefore, policy decisions need to focus on areas where there are current barriers such as planning and grid.  
Notably, RES has continued to grow this past year, approximately one quarter of new staff since March 2020 have been based in Scotland. We hope to continue to source Scottish expertise off the back of certainty from the Scottish Government in the future. 
Since the withdrawal of the ROC and CfD for onshore wind – all forms of legislation or policy development in Scotland have, inadvertently or not, added costs to projects and ultimately will drive up the cost of electricity to the end consumer.  To support the onshore wind industry in Scotland there needs to be a great focus on how policies and legislation contribute to deployment.  RES has estimated that approximately 14% of the lifecycle costs of an onshore wind farm in Scotland are as a direct result of decisions taken by Scottish Government. While individually small, the collective impact results in it becoming the third biggest cost. With regards to planning, RES has the below suggestions;
· Expediating policy proposals to make the climate emergency a material consideration in planning. 
· Introducing an immediate presumption in favour of repowering with supporting guidance on how it should be applied 
· Commissioning an urgent review of the improvements to the consenting process to deliver timely consents 
Addressing these planning issues, will enable more renewable deployment, and therefore greater job opportunities. 
Importantly for RES and other Scottish developers, network charging is increasingly becoming a barrier to harnessing Scotland’s renewable energy potential. Transmission Use of System charges for a wind farm in Scotland will increase £4.50-£5.50 per MWh while an equivalent wind farm in Wales will get paid £2.80 per MWh. The disproportionately high network charging costs for wind in Scotland needs to be addressed. Indeed, a wider review of the TNUoS methodology should be conducted by BEIS and Ofgem. Addressing this would make renewable projects in Scotland more economically viable, and therefore increasing deployment. The Scottish Government should be pushing to be more involved in this area. 
· How effective has the renewable energy sector been in producing careers for Scottish people?
See above.

· What UK and Scottish Government support would facilitate the growth of jobs in this sector?
RES believes that significant investment opportunities exist in renewables, flexibility and grid:  this will create jobs, economic growth and international competitiveness. A major factor in our success is that, wherever we operate, our approach is to develop projects responsibly with the engagement of local communities, so that the project becomes a popular local asset providing economic, social and environmental benefits.  RES strives to utilise local contractors and supply chain firms. For example, through the construction of Freasdail Wind Farm on the Kintyre Peninsula, RES invested more £6.35million in the local economy

· What do the UK and Scottish Governments need to do to achieve a ‘just transition’ for workers in the oil and gas industry to successfully redeploy to the renewable sector or other sectors?
The Scottish Government earlier this year reiterated its commitment to the Energy Transition Fund. The Oil and Gas and Energy Transition Strategic Leadership Group played an intrinsic role in the design of the £62 million Energy Transition Fund that will go some way to addressing the transition for oil and gas industry. 
The fund will be useful however needs to go hand in hand with the right incentives for companies to want to move to low carbon alternatives. RES believes that more should be done to encourage businesses to move away from oil and gas and indeed, away from fossil fuel power generation. One way in which this can happen is via higher carbon prices. We welcome the announcement earlier this year that the UK's ETS cap will be aligned with the UK's net-zero ambition by January 2024 however stronger signals in the short term will lead to the necessary divestments in the short term. Please see our comments to question 1 for suggestions on how to do this.
4) Intergovernmental relations
· How effective have the Scottish and UK Governments been in harnessing Scotland’s renewable energy potential?
RES supports Scottish Renewables’ call for the UK government to work with the Scottish Government to meet Scottish targets. However, we believe that there is more the Scottish Government could be doing to reduce costs to renewable development. RES has estimated that approximately 14% of the lifecycle costs of an onshore wind farm in Scotland are as a direct result of decisions taken by Scottish Government. While individually small, the collective impact results in it becoming the third biggest cost. 
Importantly for RES and other Scottish developers, network charging is increasingly becoming a barrier to harnessing Scotland’s renewable energy potential. This issue is becoming more visible, with the First Minister addressing it at Scottish Renewables annual conference and mainstream media outlets also commenting. Transmission Network Use of Service (TNUoS) charges are intended to reflect the actual amount of grid used by generators and so vary by geography and generator type. However, due to the methodology used to calculate TNUoS, this is not the case. For example, TNUoS charges for a wind farm in Scotland will increase £4.50-£5.50 per MWh while an equivalent wind farm in Wales will get paid £2.80 per MWh. This means Scottish generators pay disproportionately high charges that do not relate to the actual amounts spent on grid infrastructure in Scotland, while generators elsewhere in the UK are subsidised to use the grid.

Whenever increases to TNUoS are being introduced through the CUSC an increase will need to be sensitively introduced which will mitigate the impact on investor confidence and therefore long-term competition in electricity generation. Further to this, RES supports BEIS reviewing the TNUoS model altogether to ensure that it is still fit for purpose. We would participate in a wide review of TNUoS in order to understand whether the current TNUoS methodology which leads to disproportionately high charges between Northern and Southern generators, and therefore sends mixed signals to renewable developers looking at the renewable potential in Scotland, is fit for purpose.

· How effective has consultation between the two Governments been on the development and design of renewable policies?
No comment.
· What discussions took place between the Scottish and UK Governments in preparing the Energy White Paper?
No comment.
· How will the Energy White Paper affect the renewable energy sector in Scotland?
Renewable based electrification is the fastest and most efficient way to reach net zero. We recognise that electrification isn’t the answer for all our sectors, but renewable hydrogen is the missing link to support those sectors to enable full decarbonisation. By 2030 renewable hydrogen can be competitive or even cost less to produce than hydrogen produced from natural gas, with carbon capture and storage (CCS)/blue hydrogen.  The White Paper’s commitment to a Hydrogen Strategy, and indeed the Scottish Government’s policy Statement and anticipated Hydrogen Action Plan are of great interest to RES. We believe that enabling green hydrogen will be key to renewable deployment in the UK, and therefore to meeting renewable targets. Investments into this sector will mean significant job creation in Scotland which is a prime location for development of this technology. 
In addition, increasing the amount of flexibility on the system is critical to meeting targets. Therefore, the EV roll out, reinforcements to the networks and the Smart systems plan due to be published this year are all important to enabling renewable deployment. Significant grid investments need to take place over the coming years to enable the future energy system with much of this investment being in the North, whether that me through local reinforcement for EV roll out, or generally to support decentralisation, or to accommodate the offshore wind deployment. Therefore, Scotland could potentially see itself becoming a hub for employment in this sector to support this. 
· How can the UK and Scottish Governments work together effectively to achieve their respective targets of net zero by 2050/2045?
RES believes that the UK and Scottish Governments need to work closely together given the number of different reserved and devolved matters that are in play to meeting targets.  As highlighted throughout this response, RES believes that it is within the UK and Scottish Government’s interests to be more involved in network charging when the increases to TNUoS will be disproportionately affecting Scottish renewables, so much so that it may well make projects unviable. This risks not meeting targets and a missed opportunity in terms of the green recovery and creation of jobs.
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