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Dear Mr Fraser

I write in connection with the Committee's recent inquiry into renewable energy and the impacts of
UK Government changes to the support framework for the sector.

Factual correction

We noted during the oral evidence session on 9 December that economist Tony Mackay informed
the Committee that Highlands and Islands Enterprise had lost around £15m of public money through
investments in wave energy developers Pelamis and Aquamarine. This is incorrect. We wish to
advise the Committee that HIE has never invested in either company (please see note below). I
would be grateful if this correction could be taken on board.

If we may, we also wish to make a few general observations about the growth of the renewable

energy sector and accompanying supply chain in Scotland.

Offshore wind

As you are aware, the offshore wind sector in the UK has grown significantly since 2010 and it
continues to represent the largest market in the world for that sector. Over this period the sector
has achieved a marked cost reduction — some 38% reduction in levels of subsidy to date and with
the projected potential for the sector to be cost competitive with other new power sources, such as
gas and nuclear, by 2025 (source: BVG).

The offshore wind sector already contributes significantly to our economy, creating jobs and
supporting growth of the supply chain. In Scotland alone, over £190m has already been invested to
date by companies developing offshore wind sites. This investment was delivered even before
planning consents were awarded to any projects. By way of further example, EDPR, developers of
the Moray Offshore Renewables Ltd project in the Moray Firth, have stated that, by the end of 2014,
they had invested some £45m in development costs, the majority of which was spent with Scottish
suppliers. Scottish Renewables commissioned independent research, published in 2014, showing
that around 11,700 people were employed in the renewable energy sector in Scotland, with over
1,800 of those jobs in offshore wind.

As part of the UK government's aim to support a competitive supply chain, a Supply Chain Plans
policy has been introduced with all low carbon projects required to submit a plan setting out how
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their project will support competition, innovation and the development of skills. Developers and
major contractors are required to be much more open through their procurement processes, to
drive competition and enable less−established suppliers to tender for contracts — all with the
ultimate aim of reducing the cost of electricity to consumers.

To help track progress and to continue to deliver benefits to the UK economy, a methodology has
recently been agreed by the offshore wind industry and the Government (through the UK Offshore
Wind Industry Council) which will be used for all new offshore wind farms to measure UK content
www.renewableuk.com/en/publications/index.cfm/uk−content−methodologv). A first baseline

analysis shows that the industry is already achieving 43% UK content (BVG), with variations across
the different stages of developments.

Onshore wind

In relation to onshore wind, in 2012 RenewableUK and DECC jointly commissioned BIGGAR
Economics to evaluate the level of UK and local content of our onshore wind industry. That report
identified the level of onshore wind investment coming to the UK at the development, construction
and operation phases of UK projects, and calculated the investment value of this work. It also
catalogued the experience of many local economies throughout the UK from 2008 to 2011, which

saw benefit from significant direct, supply chain and wider economic benefits. It showed that,
despite being reliant on imported turbines for larger projects (though UK small scale turbine
manufacturers remain world leaders), UK companies were working hard to maximise UK content and
to ensure that economic benefit was shared locally.

An update of this report was commissioned earlier this year, and again BIGGAR Economics
undertook the work. The updated version clearly demonstrates that since 2011, our onshore wind
industry has grown in size. This has led to increased numbers of people working in the industry, but
most significantly shows that the UK's onshore wind sector has also succeeded in increasing the level
of UK content derived from onshore wind farms, and also increased the proportion of spending
which happens around local projects. A few headlines from this report are below for ease of
reference:−68%

UK content
48% of national/regional content
27% of local content
98% of development spend in the UK
47% of construction spend in the UK
87% of O&M spend in the UK
E906m GVA to the UK economy by onshore wind
65% increase in UK GVA from onshore wind between 2011 & 2014
5.6% of UK's electricity needs met by onshore wind
8GW UK onshore wind capacity
18.3TWh UK onshore wind performance in 2014
29% of renewable electricity from onshore wind

In relation to the Scottish supply chain, it is also worth mentioning Scottish & Southern Energy's
(SSE's) pioneering Open4Business procurement portal, through which the majority of its tenders are



advertised, as well as many from the top tier contractors. To date, over 20 opportunities have been
advertised relating to SSE's onshore wind projects (not including tenders from their Tier 1
contractors), many of which are still in the building or planning stages. While only eight of these
have been awarded, with a combined value of over £65k, there remains over f 1.66M still to be
awarded. When SSE's main contractors are added, the levels increase significantly, with 63
opportunities advertised, 56 awarded with a combined value in excess of £13.7M, and just 7
remaining to be awarded.

Marine energy

Turning now to the marine energy sector, we concur with many of the comments made about the
marine energy sector during the evidence session, but thought it may be useful to highlight some of
the achievements in the sector in Scotland. Scotland undoubtedly continues to lead the world on
marine energy, and while projects such as those at Bay of Fundy in Canada have significant
aspirations they remain a number of years behind. It is worth noting that the Scottish test centre in
Orkney, EMEC has been operational since 2004, and has tested numerous tidal devices, whilst the
Canadian test centre FORCE, has yet to have a single device installed. In fact FORCE's first customer
Openhydro, who plan to deploy a turbine there in early 2016, have been testing continuously at
EMEC since 2007.

At the commercial scale, around a year ago the MeyGen project, the world's largest tidal stream
array project located in the Inner Sound of the Pentland Firth, reached financial close for Phase 1A
The project budget was over £50m and included investment from HIE. The four turbine (6MW)
Phase 1A is the first stage of the building out of this 398MW project. It is expected to create 50
direct jobs and a further 70 indirect roles throughout the supply chain, and is on track for the first

power to be exported in the fourth quarter of 2016.

To date, 40 Scottish companies have directly contributed to the project (excluding accommodation
and travel). JGC Engineering in Thurso is building the 24 steel ballast structures, utilising 4,800
tonnes of steel, being the single biggest delivery of steel to Caithness ever in one shipment. On
completion the fully fabricated ballast units, each weighing over 200 tonnes, will be transported
back to Scrabster Harbour for deployment. This order is not only significant to JGC as a company
and local employer but to many of their local partners and sub−contractors.

A tidal turbine integration and assembly facility is now also being established at Nigg Energy Park to
service the MeyGen project in the first instance, with the tidal turbine foundations, and one turbine
being manufactured there currently, and with a view to servicing other sites and projects in the
future. JDR, a cabling manufacturer based in Hartlepool, has recently entered into a 5−year
collaborative agreement with Atlantis Resources to establish a subsea cable R&D facility at Nigg, to
service and advance the Atlantis portfolio of tidal power projects in Scotland.

At the smaller scale end, Nova Innovations are currently deploying the world's first small scale
turbine array in Blue Mull Sound, off North Yell. It is due to produce first electricity during Summer
2016.

Wave Energy Scotland (WES) is a subsidiary of HIE which is fully funded by the Scottish Government.
It was established in December 2014 to address the challenges encountered by marine technology



developers to date in Scotland, particularly the need to pursue rigorous research and development
before commercialisation to bring about the return of private investors.

To provide direction and commercial focus to WES an Advisory Group has been appointed which
brings members from across industry, academia, insurance and investment sectors.

In July WES announced the list of successful contract awards following its first European, competitive
open call, which focused on innovative Power Take−Off (PTO) systems for wave energy devices.
Almost ES million was awarded to 16 technology developers and consortia all looking for investment
to advance their technology through rigorous testing and, in time, towards commercialisation.

A second call focused on the development of novel wave energy concepts (NWEC), a subject which
has consistently been identified in marine technology assessment plans, at an EU, UK and Scottish
level, as being a key priority. This call is the first in a 3 stage process that will take the best wave
devices through to small scale prototype. WES is currently placing contracts with eight successful
applicants. In addition WES is working on a collaboration project with Scottish company Albatern to
provide wave energy to a fish farm.

I do hope that the Committee will find these comments helpful.

Yours sirterely

Calum Davidson

Director of Energy & Low Carbon

Note: An early objective of WES was to capture and document as much existing knowledge and
experience within the wave sector as possible to learn and share the lessons. As part of this work a
contract was placed with Aquamarine Power Ltd (APL). This work was completed prior to APL calling
in the administrators. In addition APL was a successful applicant for the PTO.call but a contract was
not concluded prior to them entering administration.


