
Correspondence from the Scottish Government to the Public Audit Committee, dated 
30 January 2014 
 
Thank you for your letter of 4 October 2013 on the subject of September’s report on 
renewable energy from the Auditor General for Scotland.  
 
We were very happy to work with Audit Scotland on this study and welcome the Auditor 
General’s positive assessment of public sector performance in developing renewable energy 
in Scotland.  I have considered the report’s recommendations of additional measures which 
should be implemented to further accelerate progress.  We are happy to accept the 
recommendations in the report.  I have set out the Scottish Government’s response to each 
recommendation in the attached annex and in the order they appear in the report Summary.  
I have also responded to the Committee’s request for an update on the review of the Scottish 
Government’s Community and Renewable Energy Scheme (CARES).  
 
I am afraid that, despite the generous timescale you allowed for a reply, a number of the key 
actions being taken in relation to the report’s recommendations will be covered in Scottish 
Government publications which will be issued in the next few months.  With your agreement, 
I therefore propose to write again to the Committee with a further update once those 
publications have issued.  In the meantime, I hope that this response is helpful.    
 
I am copying this letter to Lena Wilson and Alex Paterson. 
 
 
GRAEME DICKSON 
DG Enterprise, Environment & Digital 
 
 

ANNEX 1 
 

Response to Audit Scotland recommendations 
 
1. The Scottish Government should set out how it aims to develop renewable energy 
beyond 2020 and develop targets to reflect this. 
 
As the report acknowledges, the Scottish Government has introduced a target to cut carbon 
emissions from electricity generation by four-fifths by 2030, to 50 grammes of CO2 per kWh.   
 
Scottish Ministers support ambitious further EU targets for climate change, which, backed up 
by a reformed EU ETS, should give certainty to developers to ensure substantial further 
investments in renewables and CCS, and decarbonisation of EU electricity generation by 
2030, consistent with the approach set out in our Electricity Generation Policy Statement.  
The EU published its proposals for 2030 climate and energy targets on 22 January. This 
package will be a factor in the Scottish Government’s consideration of developing targets 
beyond 2020. We will set them out when the implications of last week’s announcement have 
been analysed. 
 
2. The Scottish Government should clarify the role of renewable heat within its wider 
vision for Scotland’s future energy mix. 
 
The Scottish Government’s Draft Heat Generation Policy Statement will be published in the 
early part of this year. It will set out how low carbon heat can reach more householders, 
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businesses and communities and provide a clear framework for investment in the future of 
heat in Scotland. 
 
In 2009, the Scottish Parliament unanimously set Scotland’s ambitious climate change 
targets, including an 80% reduction in greenhouse gas emissions by 2050.  The Scottish 
Government has set linked targets, including by 2020 an energy efficiency target of a 12% 
reduction of final energy use and delivery of 11% of non-electrical demand by renewable 
sources. The Scottish Government has also committed to largely decarbonise heat by 2050, 
with significant progress by 2030.  
 
Scotland’s 2050 ambition for a decarbonised heat sector will not only underpin the 
successful delivery of our climate change targets, but offers Scotland a real economic 
opportunity through the development of existing and new initiatives, to build new industries 
and develop existing emerging sectors. 
 
Changing the way we heat and cool our homes, businesses and industry to achieve climate 
change targets will, over time, mean significant change for Scotland’s buildings and energy 
infrastructure. It will see improved energy efficiency of buildings, the development of more 
low carbon and renewable heat and the development of new infrastructure like heat 
networks, heat storage and carbon capture and storage. 
 
Our experience to date has shown that changes in the way we heat and cool our homes and 
businesses can have a significant impact on the cost of energy bills.  This is one of the 
reasons that reducing the need for heat remains at the top of our priorities. Our second and 
third priorities are to supply heat efficiently and at least cost to consumers; and to use 
renewable and low carbon heat resources. 
 
3. The Scottish Government should use its revised methodology for measuring 
progress towards the renewable heat target to set a realistic interim milestone for 
2017. 
 
The Scottish Government proposes to publish both measures in parallel for a transitional 
period to ensure transparency.   
 
The use of the revised methodology to identify an interim milestone will be considered as 
part of the consultation process for the Heat Generation Policy Statement mentioned above. 
 
4. The Scottish Government should agree a methodology to monitor its target for 
overall energy demand and start reporting progress against it by the end of 2014. 
 
The latest Energy in Scotland Compendium of Statistics will be published very shortly.  
Within the section on data development we will set out our intention to consult and bring all 
the different methods for measuring the individual targets together. We will then report the 
overall energy target in the January 2015 update to the statistics compendium.   
 
5. The Scottish Government should estimate the range of public sector funding that 
may be needed beyond 2014/15 to attract private sector investment and meet its 
objectives for renewable energy by 2020. 
 
We recognise that Electricity Market Reform at a UK level is causing market uncertainty, and 
we are ready to respond flexibly to market conditions – as we have already done with our 
Renewable Energy Investment Fund (REIF). 
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Our September Budget statement confirmed that REIF’s period of operation would be 
extended until 2015-16 in the light of market conditions in order to give our emerging 
renewable energy sectors (particularly wave and tidal) more time to develop projects to the 
stage where REIF can provide funding.  Extending the scheme allows us to maintain 
momentum and provide support at the levels needed to leverage private sector investment 
and retain both Scotland’s competitive advantage in marine energy and our lead in 
community renewables. The projected budgets for 2014-15 and 2015-16 are £35 million per 
year. 
 
6. The Scottish Government should work with Scottish Enterprise and Highlands and 
Islands Enterprise to collate and report at a national level the total amount of private 
sector investment in renewable energy projects that have received public funding. 
 
As illustrated in the audit report, the majority of public sector investment in the renewables 
sector to date has been designed to stimulate private sector investment in infrastructure and 
encourage the development of specific technologies and sectors, such as marine energy, 
offshore wind, community renewables, and renewable heat.  Once projects are operational, 
renewable generation is supported by market incentives such as the Renewables Obligation 
and Feed In Tariff.  
 
The Scottish Government will work with the enterprise bodies to collate figures on private 
sector leverage arising from future loans and other investment in renewables projects, and 
will publish these figures in its annual update of the Routemap for Renewable Energy in 
Scotland.  
 
7. The Scottish Government, Scottish Enterprise and Highlands and Islands 
Enterprise should identify what additional steps they can take to accelerate the 
development of infrastructure to support the offshore wind industry. 
 
The Scottish Government and its enterprise bodies continue to work towards securing 
manufacturing commitments from major inward investors.  However, as Audit Scotland 
recognised, the protracted and complex EMR process continues to cause investment 
uncertainty. There is a risk that the level of ambition and support in the current EMR 
proposals will not be sufficient to attract the necessary levels of investment in Scotland’s 
offshore renewables sector. The Scottish Government is therefore undertaking a 
comprehensive options appraisal of our port infrastructure and market analysis to provide the 
necessary evidence prior to investment.  We are also urging UK Ministers to revisit their 
decision in relation to the Final Investment Decision for Renewables process. That was 
intended to mitigate the uncertainty EMR brought to projects at an advanced stage of 
development, by providing assurance of access to the new Contracts for Difference regime.  
Three Scottish offshore wind projects have been told they are provisionally unaffordable, 
preventing them from moving forward with development and further increasing uncertainty 
for both developers and investors. 
 
8. The Scottish Government, Scottish Enterprise and Highlands and Islands 
Enterprise should work with Skills Development Scotland and the Scottish Energy 
Advisory Board’s industry leadership groups to ensure employment projections in the 
revised energy skills investment plan, due by the end of 2013, are realistic. 
 
The Energy Skills Investment Plan will be refreshed by the end of this financial year.  Part of 
this work will involve consultation and testing of projections with the Energy Skills Action 
Group, relevant Industry Leadership Groups, Industry Bodies and Sector Skills Groups. 
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Following the publication of the first Energy Skills Investment Plan in March 2011 there has 
been extensive career promotion activity to attract a new workforce to the energy sector in 
Scotland. 
 
At a time of significant pressure on the public purse, additional resources have been levered 
in, responding to the needs of industry and providing a wider mix of skills provision driven by 
industry demand.  This includes: 
 

 Ring fencing 500 of the 25,000 Modern Apprenticeship starts for energy each year 
during the lifetime of this Parliament. 

 Committing an additional £2m in 2012/13 to support at least an additional 1,000 
flexible training placed in energy and low carbon through a continuation of the Low 
Carbon Skills Fund – which delivered over 750 episodes of training; and the new 
Energy Skills Challenge Fund, which funded 9 bids delivering over 900 training 
places. 

 Providing funding of £1.9m for the academic year 2012/13 to allow the SFC to support 
an additional 300 funded university places in STEM, increasing this to 1,200 
additional places by 2015/16. 
 

We have built on all of this with the development of Energy Skills Scotland to support our 
existing business base and become a key asset for attracting further energy investment in 
Scotland.  This included an increased budget of £6.5m over 2012/13 and 2013/14.  Energy 
Skills Scotland will provide a focal point for industry, supported by the wide network of 
existing skills providers across the energy sector, to deliver skills solutions now and for the 
future success of the sector. 
 
A recent report for the industry body, Scottish Renewables, found that 11,695 people were in 
full-time employment in Scotland’s renewables sector as of summer 2013, an increase of 5% 
from Scottish Renewables’ previous employment study.  
 
9. The Committee would welcome a response from the Scottish Government on the 
outcome of the review of the CARES scheme and the extent to which the Scottish 
Government will act on the findings of that review.  
 
The overall aim of the CARES review was to identify areas for improvement and 
development which would lead to increased levels of allocation and draw-down of CARES 
loans to maximise the renewables capacity supported by the scheme.   
 
Overall client satisfaction with CARES and programme delivery was high.  The proportion of 
projects in the loan drawdown stage was over 60%, but projects with fully drawn-down loans 
were less than 5%.  The key challenges for slowing the progress of projects included 
prohibitive grid connection fees and slow decision making, land access and securing leases, 
obtaining planning consent and securing funding to complement the CARES loans. 
 
The review identified a number of recommendations which would help to ensure CARES 
continues to reflect the needs of communities and thus maximise the renewable capacity 
supported by CARES. The recommendations were grouped under the following headings:     
 

 Guidance and supporting material; 

 Training and outreach; 

 External stakeholder engagement; 

 Quality Control; and 

 Funding. 
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The Scottish Government has welcomed the review and is broadly supportive of the overall 
findings.   A summary of the review has also been presented to the CARES Independent 
Advisory Panel.  Following Ministerial agreement, the next steps will be for officials to work 
with the CARES contractor to implement the findings as part of the commercial contract.  
Progress will be monitored through regular meetings with the CARES contractor. 


