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UPDATE

THIS year, at Scottish Renewables’ second annual Hydro conference well over 100
delegates gathered in Pitlochry to discuss, digest and disseminate information.
Having grown from last year the conference not only boasted another compelling
programme but also an exhibition of hydro companies from across the UK.

The day started with a round-up of the changing regulations facing the hydro
industry including the 2010 non-domestic rates revaluation that has seen, in
places, a five-fold increase in the rateable values of hydro schemes. This was
followed by discussions on the planning reform, which means that the decision
making powers in local authorities for planning consents may be delegated to a
planning officer and reviews of decisions conducted by a Local Review Body (LRB),
rather than the decision made by the council. Lastly, delegates welcomed the
introduction of the introduction of the Feed-in-Tariff (FiT), which will see a guaranteed
price for electricity generated from small-scale renewable energy sources.

The day’s theme continued by questioning how we will achieve the remaining
hydro potential in Scotland. The recent Scottish Government studies show
there is approximately 1.2 GW of hydropower still to develop here.

Financing, especially in the current economic climate is still a major barrier to
development, the second morning session considered these issues, looking at available
funding sources and the barriers to accessing them. This session was widely welcomed
and audience participation was at a maximum given, the Feed-in-Tariff announcement.

The enthusiasm was carried into the afternoon where the sessions looked at the
best practice within the industry. The announcement of the Feed-in-Tariff means that
there will be new entrants into the small-scale hydro market, with more developers in the
industry it is even more important that information regarding best practice is distributed
effectively across the board. The session started with three presentations looking at case
studies from developers at different stages of projects: site selection, construction and
operation. These case studies looked at different techniques and showed how most
decisions can be win-win for industry and the environment. The session was rounded
off with a presentation from SEPA on examples of best practice on Scottish rivers.

The debate also continued through the final session with a round up from SEPA on future
consultations, including guidance for low-head and storage schemes and their response to
the feedback from the ‘Guidance for Developers of Run of River Hydro’. This consultation
has gained much media attention recently over concerns that the efficiency calculation
employed by SEPA for run-of-river schemes will inhibit the growth of the industry. Scottish
Renewables will feed back to the membership once we have seen SEPA’s official response.

For more information on this please contact Johanna Yates, Johanna@scottishrenewables.com
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European Union
European Reglonal
Development Fund
Investing in your future

ISLES Project
(Irish-Scottish Links on Energy Study)

Taking cross-jurisdictional cooperation on renewable
energy to new levels

e funded by EU’s INTERREG IVA Programme

¢ assessing feasibility of an offshore
interconnected transmission network and
subsea electricity grid

e collaboration between Scotland, Northern
Ireland and Ireland to accelerate development
of renewables in coastal waters

www.islesproject.eu

This project is part-funded by the
European Regional Development

Fund through the INTERREG IVA

¢ first phase complete mid-2011

Programme managed by SEUPB

AS the UK'’s leading purchaser of
electricity from the independent
generation sector, we’ve got a lot
to talk about.

We’re already helping renewable
generators at hundreds of sites,
ranging from single wind or hydro
turbines to major waste-to

-energy plants.

Our customers see us as a trusted
business partner, with a decade
of experience in an ever-changing
market, able to provide valuable
guidance and support at every
stage of a project.

We believe our power purchase
product range, including the new
Feed-in Tariff, is the most flexible
on the market.

smartestenergy

SmartestEnergy Limited is a wholly-owned subsidiary of the Marubeni Corporation of Japan

need a guiding light"?

Our highly experienced staff
also provide a level of personal
service we think you’ll find
refreshing.

And because we’re independent
our customers can be sure we’re
committed to offering them

the best possible returns with
minimum risk.

For more information please
contact lain Robertson,
Business Development
Manager, on 020 7448 0900 or
ppa@smartestenergy.com

www.smartestenergy.com
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KEITH MACLEAN
POLICY AND PUBLIC AFFAIRS
DIRECTOR SSE AND CO-CHAIR
OF SCOTTISH RENEWABLES’
GRID WORKING GROUP

Since the transmission debate in
Scottish Parliament in April, where
ministers voted for a review of
transmission charging, how have things
moved forward?

There has been some further developments
since then, though not necessarily as a
result of the debate. The renewable trade
associations (RUK, SR and REA) have
been working on a joint paper highlighting
the issues with the existing approach

and will be calling on the Government

to launch a review and to take reserve
powers in the forthcoming Energy Bill to
deal with any charging issues not resolved
quickly through the industry and regulatory
processes. National Grid has been taking
forward the concerns expressed about
charging for wind and intermittency - on
the former they are looking to consult

on some new proposals later this year

What happens after Beauly-Denny, do
we need any more upgrades and will we
have to wait as long as we did for B-D?
Much of the work that has to be done

to upgrade other parts of the system (as
outlined in the National Planning Framework)
can be done by reinforcing and upgrading
existing infrastructure or, as in the case of
the island links, by extending the undersea
DC cables underground to a suitable

point of connection on shore, avoiding

the need for significant new overhead
infrastructure in these developments.

Is there any evidence which suggests

the locational charge formula adopted
by Ofgem puts off the development of
renewable projects?

There is mounting evidence of the adverse
impacts of the current transmission

charging approach not only on renewable
generation but also on storage, eg
pumped storage schemes, and back-up
generation that will only run intermittently
to provide support for renewables.

Can you summarise the new
Government plans for Offshore
Transmission Owners (OFTO) and why
this is so important to SR Members?
The new Government has declared its
intention of creating an offshore grid to
support the development of offshore

wind and marine generation as well as to
provide interconnection with other parts
of the EU. This will hopefully mean the
end of the current OFTO regime which
creates unnecessary delays and increased
risks and costs for generation investors
and makes strategic development of

an offshore grid almost impossible.

What updates can you give on
transmission access?

We were hoping that the Government

would have confirmed the final stages in

implementing the Socialised Connect and
Manage approach to grid access. The
previous administration consulted on

the detailed changes to licences and
codes that would be required and were
originally expecting the finalised version
of this to be put to Parliament by the

end of this month (June 2010) - so far
we have had no official confirmation

that this will happen nor by when.
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GRID LINKS
ACROSS THE
IRISH SEA

Mike McElhinney, Head of Energy Projects for
the Scottish Government, discusses ‘ISLES’, a
collaboration between three governments to
accelerate the development of renewables off
western Scotland and the Irish Sea through an
offshore interconnected transmission network
and subsea electricity grid.

ISLES is a key building-block in developing the
vision of an offshore grid in the Northern Seas of
Europe. It will also be a case study for managing
the challenges of cross-jurisdictional cooperation
in energy markets between member states.

There are a number of existing grid
connections across Europe, but to date these have
evolved in a relatively piecemeal way. The vision of
the Governments of Scotland, Ireland and Northern
Ireland is for the ISLES project to play its part in
further developing strategic and interconnected
onshore and offshore grid connections between
the three partner nations, and to the rest of the
UK and Europe. Exporting electricity, created from
renewable sources, to Europe is a live possibility.

The ISLES feasibility study began earlier this
year; it will highlight both the challenges and
opportunities in an interconnected transmission
network between Scotland, Ireland and Northern
Ireland. The overall results from these will be
presented to the three governments in mid-2011 as
a robust business case for developing an offshore
network and subsea grid.

In the context of developing offshore Grid
connections, Scotland’s renewable energy
potential off the western coast is irresistible. The
scale of the offshore energy potential around
the UK, and between Scotland and Ireland,
strengthens the economic and commercial
opportunity, policy, security of supply and climate
change arguments for governments working
together to maximise our offshore renewable
potential. It also advances the case for regulatory
change to help deliver it, and for greater
interconnection between Scotland and the island
of Ireland to the rest of the UK and Europe through
developing an offshore grid to connect and export
renewable energy from the area covered by ISLES.

The ISLES team welcomes comments and
feedback; please send these to the project
manager, Dr Patrick McWilliams, on 0300 244
1075 or islesproject@scotland.gsi.gov.uk
www.islesproject.eu



IS THE FUTURE
ORANGE?

THE INFLUENCE OF THE LIB DEMS

ON CAMERON’S AGENDA

Grant Thoms - Public Affairs Manager

NOW the dust has settled on the 2010 elections, the real task of governing is set in motion with a

relatively new set up for the Coalition Government.

There has been no post-war coalition government in the UK
other than a ‘confidence and supply agreement’ between the
Liberals and Labour in the late 1970s.

The novelty of having Ministers from one of two parties, of
course, is not new to the devolved administrations in Northern
Ireland, Wales or Scotland. Each, at some point since 1999, has
had a coalition of two or more parties delivering a ‘programme for
government’ of shared ideas for future legislation and policy. That
experience has clearly been drawn upon by the Liberal Democrats
with the appointment of former Deputy First Minister, Jim Wallace,
as the new Advocate General advising the UK Government on
Scottish legal matters. Jim Wallace has been a life peer since
2007 following his retirement from the Scottish Parliament.

As the new Cabinet and Ministers settle into their portfolios,
Scottish Renewables has been pressing for our Five Key Asks
to be at the heart of early action in the crucial first 100 days of
the new government. Chief Executive Niall Stuart and Director of
Communications Mark Ruskell briefly met with Chris Huhne at
All-Energy Conference and Exhibition in Aberdeen within days of

®
ING YOUR MARK FOR
%ESTAI NABLE FUTURE r

his appointment and a follow-up meeting is on the cards. Andrew
Jamieson, former chair of Scottish Renewables, Niall Stuart and
Mark Ruskell, met Secretary of State for Scotland, Michael Moore,
at Dover House with his Special Advisers in attendance.

Early indications from discussions with Ministers so far is
that the door is open for constructive dialogue about how to
work towards industry’s needs. Certainly the release of the
Fossil Fuel Levy has been high in the media’s attention with
the Scottish Government pressing for this cash injection to fuel
further economic recovery. However, the political reality might
mean that it is another year yet before funds are released.

As the release appears more certain, thoughts are turning
as to how the money will be spent. Capital expenditure for ports
and harbour infrastructure development? A revolving loan fund for
community energy projects? The shopping list continues to grow and
politicians of all parties are starting to pick and choose from the ‘a
la carte’ menu of options. What is clear, however, is that the money
can only be invested in promotion of renewable electricity projects.

o CREATE A SCOTTISH GREEN ENERGY BANK FROM THE SCOTTISH FOSSIL FUEL LEVY

9 REFORM TRANSMISSION CHARGING TO END ‘GRID LOCK’
9 WORK WITH INDUSTRY FOR AN EFFECTIVE OFFSHORE TRANSMISSION OPERATORS (OFTO) SCHEME
0 DELIVER ON RENEWABLE HEAT INCENTIVE

e RETAIN ROCS AND RAISE SUPPORT FOR MARINE ENERGY
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AN ‘AT A GLANCE GUIDF’
TO THE COALITION

GOVERNMENT AND WHAT

IT HOPES TO ACHIEVE

THE PROGRAMME FOR GOVERNMENT

A brief look at what the Coalition Government
have agreed on renewable energy issues:

e The establishment of a smart grid and
the roll-out of smart meters.

The full establishment of feed-in tariff
systems in electricity — as well as the
maintenance of banded ROCs.

Measures to promote a huge increase in energy
from waste through anaerobic digestion.

The creation of a green investment bank.

The provision of home energy improvement paid
for by the savings from lower energy bills.

Retention of energy performance
certificates while scrapping HIPs.

Measures to encourage marine energy.

Deliver an offshore electricity grid in order
to support the development of a new
generation of offshore wind power.

Encourage community-owned renewable energy
schemes where local people benefit from the
power produced. We will also allow communities
that host renewable energy projects to keep

the additional business rates they generate.

e Areview of Ofgem’s remit

The influence of the Liberal Democrat manifesto in shaping
this agenda is fairly clear and very welcome. Maintenance
of the ROC system is a relief for many and encouraging
that marine energy is to receive specific support.

The scope of the Green Investment Bank is still unclear
but will hopefully bring significant opportunities. Community-
ownership in energy projects is a theme being taken up by
the Scottish Government as well as the UK Coalition — herein
lies a potential Trojan horse of mandatory community benefit
schemes controlled by local authorities. Likewise, similar thinking
in London and Edinburgh about the need for more anaerobic
digestion in energy from waste proposals is very welcome.
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WHO’S WHO?

A brief overview of key influencers in the UK Government on
renewables policy as it impacts on Scotland.

CHRIS HUHNE

Secretary of State for Energy

& Climate Change (LD)

Self-made millionaire-turned-politician, Chris
Huhne has been a senior Lib Dem thinker

and spokesman over since his move from the
European Parliament to Westminster in 2005.
Beaten to the leadership by Menzies Campbell
in 2007, Huhne is now one of five Lib Dem
cabinet ministers in key economic positions.

CHARLES HENDRY

Minister of State for Energy (C)

Edinburgh University graduate, former
lobbyist and chief of staff to William Hague,
Charles Hendry was guest of honour at the
2009 Green Energy Awards and now has the
reins of power as UK Energy Minister.

MICHAEL MOORE

Secretary of State for Scotland (LD)
Scotland’s man in the Cabinet, responsible
for Scotland-only legislation and building
relations with the Scottish Parliament and
Scottish Government.

= DANNY ALEXANDER
Chief Secretary to the Treasury (LD)
A key ally in releasing the Scottish Fossil

Fuel Levy to the Scottish Government under
Treasury rules

JOEL KENRICK

Special Adviser at DECC (LD)

Former climate change policy adviser with
CBI, Kenrick was a parliamentary researcher
to Chris Huhne and is now back as senior
policy adviser.

2 *I LORD (JIM) WALLACE OF TANKERNESS
Advocate General for Scotland (LD)
== Former Deputy First Minister, Enterprise
Minister, MP for Orkney & Shetland and MSP
i ™ for Orkney, now a UK Government insider with
b‘-ﬂ' a seat in the House of Lords.



WHAT IS THE FUTURE
DIRECTION FOR BUILDING
SUPPORT FOR RENEWABLES?

Mark Ruskell

SCOTTISH RENEWABLES tries to find new ways of engaging
with the public about green energy and the biggest event in the
diary is our annual Festival. The second Scottish Renewables
Festival took place in sunny June, opening up renewable
projects of all shapes and sizes for people to visit across
Scotland.

Hundreds of people attended the twenty events which
took place from Orkney to Lockerbie, with the programme
extended from a weekend to a full week for 2010, benefiting
from sponsorship by Co-operative Financial Services. The
question now is what more can we do to educate and
engage the public about Scotland’s renewable energy?

Some successful approaches have come out of the
festival. Among the events that took place was a family day
in Ayrshire organised by Community Windpower Ltd and
BeGreen Dalry which saw over 500 people attending.

Weather conditions at the wind farm were superb and
local politicians joined other community members to enjoy
free entertainment, guided tours, refreshments and charity
fundraising. Alongside the activities there was a marquee with
a well visited exhibition about the history and construction
of Dalry Community Windfarm and details of Millour Hill
Community Windfarm- a six turbine extension to the existing
turbines which was approved in December 2009.

CONTINUES TO GROW

Scottish Renewables has continued to welcome new
members in the last quarter. We have 302 members, an
increase of 18 since our March edition of REview.

Element Power Ltd babyHydro

Comhairle nan
Eilean Siar

GVA Grimley

Semple Fraser LLP
2020 Renewables Ltd
Mr Michael Yellowlees

Cnoclee Ltd Locogen Limited

Weir Power & Industrial

Kilmac Energy

Burges Salmon

MacDonald Laidlaw
Project Management

Caldive Ltd

Riverside Inverclyde

Highland Eco Design

Institute for Science
& Health Innovation
(Edinburgh Napier University)

Sleat Renewables Ltd
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Dalry Community Wind Farm
Scottish Renewables Festival

Now both the Festival and UK Wind Week have finished for
2010 Scottish Renewables is keen to hear feedback and views from
members about how work in this area should be progressed.

It is clear that anti-wind groups remain well organised if not
fewer in number than in the early noughties. Around the time of
the Festival an anti-wind march in the Lammermuirs received big
media attention through the attendance of David Bellamy, but
only attracted around 300 marchers from across Scotland.

The industry is fighting back. The re-launched Embrace www.
embracemyplanet.com campaign has tapped into the new interest
around internet based social media, providing a way for renewable
supporters to network with each other, publicise events, respond
to planning applications or write letters to local papers. Using visitor
centres and interpretation facilities alongside open doors events could
be an effective way to recruit active supporters of renewables to
Embrace or other campaigns.

We know that at least two thirds of the public support
renewables, activating even a small minority of those interested
could help lay the foundations for future phases of potentially
difficult renewables development on the ground.

Email your ideas on public engagement to
Mark@scottishrenewables.com
www.renewablesfestival.com | www.embracemyplanet.com

BUSINESS DEVELOPMENT
RENEWABLE ENERGIES
SOCIO-ECONOMICS
RURAL RESEARCH

Gilmorton

RURAL DEVELOPMENT

Gilmorton Rural Development is a small, focussed, rural
development grouping which has built a strong reputation for socio-
economic impact assessment, business development and rural
research across a range of sectors including wind energy, agriculture,
agri-business and the wider rural economy, regional economics and
grid transmission.

Our approach is both rigorous and impartial. Baseline statements
prepared within socio-economic projects describe key stakeholders
and guide, using a variety of techniques, our judgement of future
impacts on the wider economy.

International experience allows impact assessments to be conducted
across a wide geographic area and for a wide range of projects.

Principal: Garth Entwistle, Gilmorton Farmhouse,
Udny Green, Ellon,Aberdeenshire AB41 6ST.

E-mail: garth.entwistle@gmail.com
Tel: 01651 842412 Mob: 07789 997884
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JEREMY SAINSBURY DIRECTOR OF NATURAL POWER

AND CHAIRMAN OF SCOTTISH RENEWABLES

Natural Power was first started from a spare
bedroom in Glasgow, is that correct?

The company started in 1996 and it did indeed
start from Stuart Hall's spare bedroom. Then

Ted joined quickly after. In 1999 Fred Olsen
made a decision to become more active in the
wind farm market. This led to us approaching
Stuart and Ted with the view to setting up a
renewable energy centre of excellence.

2. Why did you get involved in renewables
at a time when it wasn’t on the public or
political agenda?

| was a rural estate manager for Fred Olsen

and | had three hydro schemes as part of the
management portfolio and those schemes
were being persecuted by a system that made
them uneconomic. There had been a change
of legislation in 1989 to the Electricity Act which
halved the revenue to privately owned renewable
schemes, making them unviable. Myself and
three others assisted by the AIEP led the
challenge against the new arrangements and
won rights to better rates, together with a place
on the review board which led to the creation of
the Scottish Renewable Obligation scheme.

3. Natural Power has a number of high profile
collaborations with international businesses,
was it a conscious decision to take the
company further a field?

We started off being UK and Scottish based —
that’'s where we gathered momentum with various
projects following them from consent to operation
while developing life cycle services and products.
When we see problems in the industry we want to
solve them and de-risk them for clients to make
projects more profitable and bankable. Once we
had demonstrated our life cycle approach and
gained a reputation for innovation and quality, it
was easy to start to sell parts of our service to
markets abroad; in each instance growing our
range of services as the market expanded.

4, Tell us about the Turkish company Re-
consult’s collaboration with Natural Power
which was announced in June?

This is a good example of what | have just
outlined. Traditionally, Re-consult makes and
deploys wind monitoring equipment and masts
to the market. They wanted to provide good

quality data analysis but they didn’t have their
own in-house people to do that. We built up a
relationship with Re-consult and they were able
to sell our services along with their products.

We know the Turkish market is gearing up to
move forward with renewables and we are now
getting a lot of the early work with Re-consult
where sites are being planned and consented.

It seemed silly for us not to join together as the
market expands into construction and operation.

5. You have working agreements with
companies and offices all over the world -
Chile, Brazil, North America, Canada and
France - how easy is it to get into these
market places?

We have entered different markets in different
ways. In any market the efforts are supported
from the Greenhouse (Natural Power’s head
office in Castle Douglas) which remains the
centre of excellence conceived in 1999.

As a consultancy we differentiate ourselves from
others because we do virtually everything as well
as advise. We understand intimately what our
clients in all of the different markets need and we
work hard to make sure any risks are minimised
to deliver high quality projects with good returns.

6. Any tips?

If you are entering a new country, | think you
have to start with somebody in a relatively
small way. The company must protect its IP
(intellectual property) from the beginning, and
gradually build trust as both sides also need to
realise that their joint credibility is on the line.
It's a question of getting the right attitude and
synergies for the companies together; neither
is exploiting the other but adding something to
make the combination greater than the sum of
the two parts that entered the collaboration.

7. Do you see a reciprocal relationship where
international renewables companies want to
invest in Scotland?

Not accepting advice. Being supported Scotland,
within the UK and Europe, has been an attractive
market to investors because of the clear support
from the Scottish Parliament who have made
renewable power a corner stone for the future
Scottish economy. Scotland’s renewable energy
policy targets have grown from 12% in 1998
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to 50%. They have also been supportive in
helping to remove barriers which may obstruct
that potential investment, such as grid reform,
supply chain support and other infrastructure
investment - this gives a clear signal to outside
investors that Scotland means business

8. Do we have the skills in this country to
fulfil these ambitions?

If the industry is to deliver on all the renewable
energy targets within wave, tidal, wind (on and
offshore) biomass, hydro and heat technologies
there does need to be an increase in the skills
base from which these sustainable industries can
grow. For offshore there are the clear synergies
with the oil and gas sector, and within heating it is
a question of retraining existing skilled workforces
to deploy new technology. It is a challenge, but
one | am confident we can meet in the future as
long as the right priories are given to it at all levels.
We have grown from 7 to over 200

skilled people in 10 years and there are

no plans to slow that growth, and we

are still finding good quality people.

9. What for you are the challenges facing the
Scottish renewables industry?

The challenge is to get a structure together that
will produce the long term megawatts required
in the UK and in Europe. The early challenges
will be grid related, supply chain and personnel.
The biggest challenge in the current market

is attracting finance to the UK to fund the
developments when the electricity sector is
never going to be able to produce the high
levels of return shown in the oil sector.

10. What does the future hold for Natural
Power?

In the short term we want to provide life-cycle
services and practical expertise to the offshore
projects in Round 3 and Scotland. With our new
majority holding in SeaRoc we will be able to

do this. We are also working on a Wake model
for offshore, which will mean we are able to
assist our clients in their layouts, assessing their
losses and how they’ll design their products.

For more information visit
www.naturalpower.com



