1 November 2018

PAUL WHEELHOUSE MSP
Minister for Energy, Connectivity,
and the Islands

St Andrews House

Regent Road

Edinburgh EH1 3DG

Dear Minister,

Thank you for your work and that of your energy team to consult on amending the Renewables Obligation
(Scotland) to enable additional capacity at large hydro generating stations. We are keen to commence the capital
programme as quickly as possible to allow the extra generation early in 2019.

We are fully supportive of the policy intent to allow additional renewable generation above current accredited
capacity without that additional capacity and output being eligible for SROCs. As a result we have been preparing
the substantial capital investment programme to upgrade our Kinlochleven hydro scheme so that the necessary
works could commence shortly after the Order is made, subject to full Parliamentary approval. We planned to
start generating some additional subsidy free renewable energy as soon as December with the full output potential
realised by summer of 2019 once all the works had been completed. This will be a great result for GFG and
welcome news for the Scottish Government with its commendable decarbonisation programme.

My team have reviewed the Scottish Government consultation response and the draft Amendment Order, we
have identified an issue that is likely to critically limit the Amendment Order’s effectiveness and materially
undermine the policy intent of maximising additional renewable generation at no additional cost to
consumers. As the draft wording stands, [REDACTED] Due to this we will, as a minimum, be [REDACTED] in
order to not lose SROCs, but are also having to review whether to proceed with the investment plans at all
because the loss of SROCs is a material financial consideration.

We are suggesting a minor amend to the draft legislation which might give rise to a small delay to the
outcome but would realign the outcome to that which we all are working towards. On the following pages we
have set out some background on the topic and our proposed addition to the draft Amendment Order, which
would deal with the pro-rating issue. We believe our amendment is better aligned with the Scottish
Government’s policy intent of maximising additional renewable generation without providing any additional
subsidy.

We understand and regret the disruption this would cause to the Parliamentary process given the
Economy, Energy and Fair Work Committee approved the draft order yesterday. However we believe the further
amendment we propose would better achieve the Scottish Government’s policy intent of using “any and
all means to encourage additional renewable electricity generation [to] help us progress towards our 50% ‘all
energy’ target, especially where those can be achieved at no additional costs to consumers.”
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This is an urgent matter and | am grateful, as always, for your continued attention. | know that my team, led
by [REDACTED] is in discussion with [REDACTED] of your Energy team on this matter. Given the
planned full Parliamentary vote on Wednesday 7" November | wanted to ensure that you were immediately
aware of these discussions and the opportunity to make the small addition to the draft Amendment Order that
has been prepared.

Please do not hesitate to contact me if a discussion would be helpful.

Yours sincerely

[REDACTED]

Jay Hambro
Chief Executive Officer - SIMEC

Further content:

[REDACTED]
[REDACTED]
[REDACTED]
[REDACTED]
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[REDACTED] the Scottish Governments policy intent of using “any and all means to encourage additional
renewable electricity generation [to] help us progress towards our 50% ‘all energy’ target, especially where those
can be achieved at no additional costs to consumers.”

Proposed amendment toremove the pro-rating issue and enhance thedraft Order

We have proposed the amendment below to [REDACTED] in your Energy team in order to remove the pro-
rating issue and allow the maximum additional subsidy free generation. We firmly believe it is fully aligned
with the Scottish Government policy intent as set out in the consultation. Whilst we understand the timing
disruption to Parliamentary process it would cause were you to support it, we believe it will not require going
right back to the consultation phase because there is no deviation from the policy intent and can be dealt with
by way of a small addition to the draft Amendment Order.

Proposed amendment to The Renewables Obljgation (Scotland) Amendment Order 2018

Calculating the RO output electricity of [hydro] generating stations where RO capacity cannot be measured
separately from excluded capacity

5. In Article 23A (“RO input electricity, RO output electricity and ineligible renewable sources”) after paragraph 8
insert:

“(8a) In any month where the total installed capacity of a [hydro] generating station includes excluded capacity
and all of the electricity generated by the station using the RO capacity cannot be measured separately from any
electricity generated by the station using excluded capacity, the RO output electricity in relation to that station
means the lower of the total amount of electricity measured as being generated by the station during that month
and the RO capacity of the station multiplied by the number of hours in that month.”

N.B. To read the proposed amendment in context it may be necessary to reference Article 23A of the 2014
Amendment Order (p5-6 of this) and the draft 2018 Amendment Order (p2 of this). Our proposed paragraph 8a
uses similar wording to paragraph 8 of Article 23A to make the language and legal definitions as harmonious as
possible. We have put the word hydro in square brackets as we think the amendment could work without
specifying hydro but the risk of unintended consequences would be greater. It may be best to specify hydro but
we suggest the Scottish Government RO legal team examines that option.


https://urldefense.proofpoint.com/v2/url?u=https-3A__www.legislation.gov.uk_ssi_2014_94_pdfs_ssi-5F20140094-5Fen.pdf&d=DwMFaQ&c=2fx3bQTr-tsz0S9yH51noA&r=ztIY_aOrR7I2dxLhl46ltSrCpAaIvnDGCeOjaq83sw4&m=Hw8czZQdFB09DrOJg9tDZeKwdWyGE9RBuEoIamime_k&s=c44uGu47Wrj0IXKrSgAoDBJlAIihJcSC5oFcnhU-NYg&e=#_blank
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