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Thank you for your further letter concerning changes to our draft Renewables Obligation
(Scotland) Amendment Order 2018.

As you point out, the pro-rating arrangement exists for a purpose. That purpose is to ensure
that, in circumstances where it isn’t possible to separately meter the output from additional
(“excluded”) capacity, SROCs are only awarded in respect of the proportion of eligible
renewable capacity at any stations in question.

The effect of the amendment suggested in your original letter would be that Kinlochleven, in
any month where it generated more than the maximum output possible under its accredited
[RETRACTED] MW, would receive SROCs in respect only of that maximum output.
However, as you latest letter points out, hydro output — like wind — is volatile; it will vary
along with rainfall, as well as outages at the station.

It is a documented fact that Kinlocheven’s output in recent years has varied due to these
factors; it has [RETRACTED]. Your suggested amendment would, if excluded capacity was
added at the station, effectively guarantee this outcome during any normal month. In order to
do so, it would be relying upon using a portion of the output from the ineligible, excluded
capacity.

| hope this helps illustrate why the pro-rating requirement exists, and why | don’t intend to
consider or consult upon the change that you suggest. Were we to do so, then any
renewable generator could add excluded capacity and use the additional output to qualify for
SROCs in a way that is simply impossible under the normal operating conditions for hydro
and wind powered generation. This would be a poor outcome for consumers, and for the
Obligation as a whole.
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I’'m afraid that | also disagree with your suggestion that our approach will result in any loss of
renewable generation, or harm in any way progress towards our 50% renewable energy
target. The change, which — as you acknowledge — we have gone to quite some lengths to
introduce — enables the creation of new hydro capacity across Scotland. The fact that any
generation from that additional capacity — rightly — doesn’t qualify for SROCs should not be a
disincentive to its going ahead. However, should SIMEC choose not to invest at Kinlochleven
as discussed and planned, then there would still be no net loss or harm to Scotland’s
existing renewable generation capacity or output.

Of course, | do hope that SIMEC will carefully consider this decision and its options.
Kinlochleven hydro station is a valuable part of Scotland’s renewable energy landscape, and
we welcome the positive benefits that would arise from further investment there under
SIMEC’s ownership. While your letter describes the expenditure required to upgrade the
station, and the volatility in power prices and output that might affect revenues subsequently,
there is no suggestion that the net benefit would not remain positive, in line with officials’
calculations.

While | accept that you will be disappointed, my view remains that we have made the change

that we set out to do, and we have as a result given SIMEC a material incentive to invest at
Kinlochleven in the way that has been discussed.

PAUL WHEELHOUSE
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