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Response to the UK government Island Wind CfD
consultation

1 Introduction

This response comes from the Orkney Renewable Energy Forum (OREF). OREF was
formed in 2000 and represents some 70 members in the Orkney Islands, including
business members, public members and interested organisations. The points raised
in this consultation have been discussed and explored by OREF over many years.
OREF has engaged with a number of previous UK governments and many UK energy
ministers on these points. We believed, in good faith, that a suitable settlement had
been found on these matters a few years ago. Our members are therefore extremely
disappointed and indeed angered that this present UK government should seek to
unpick this settlement at a time of such extreme uncertainty regards the UK economy.
In fact the year of paralysis on this issue, and the closely related support mechanisms
for marine energy, has greatly damaged the UKs reputation for stable and sensible
policy making locally, nationally and indeed internationally.

This OREF response was the subject of a specific internal workshop in Jan this year.
The points raised and the manner of explanation draw broad ranging support from
within OREF and indeed, as will be seen, from the wider Orkney community. The
arguments put forward and at times the forthright manner of those arguments reflects
the levels of concern and indeed anger that are felt by OREF members and we believe
the wider community on this whole island connection, island tariff and overall island
energy saga.

Consequently, whilst some of the points raised may be different from those raised by
other core consultees, they should be considered complementary to those other
arguments and not contradictory. OREF therefore strongly endorses and agrees with
many of the other representations by made local and sector organisations and
specifically those from Orkney Islands Council, Scottish Renewables, EMEC, Hoolan
Energy, Northwind Associates and Community Energy Scotland.

2 Background,

This consultation may seem on the face of it to be very straight forward. The situation
being that UK government is minded not to provide any special support for island wind
projects — is there any reason why this is a problem?

And the short answer is - YES there are a huge number of problems associated
with such a position. These problems are environmental, social, economic,
technical, technological, industrial, political, regulatory, legal and moral. Given the
breadth of the problems that arise from the UK governments position explaining them
is challenging but the following submission endeavours to cover many of them.
However, before addressing these various problems we have some overarching
comments about the consultation paper itself and about what we consider the
inadequate context within which it has been published. Frankly there is no way that
anyone could provide a valid response to the questions posed if they had not been



party to why the CfD for islands had been initially proposed, about the connected
implications of the onshore wind question for other forms of generation and particularly
wave and tidal energy and the myriad of discussions that have surrounded island
energy over the last two decades.

3 Comments on the consultation paper itself

3.1 Terminology

It is symptomatic of the depth of the problems associated with this consultation that
even the way in which the consultation is phased is unacceptable and deserves
comment.

The consultation invokes a new term for the subject at hand “non-mainland onshore
wind”. Why would it be considered necessary to invent a new term to describe
something that has been in discussion for over 10 years and is the subject of formal
agreements between the UK government and the three island authorities affected by
these issues? It can only be concluded that those responsible for drafting this
consultation are either unaware of the term “island” and “island wind”; or alternatively
they are acutely aware of the history and sensitivity of island wind and wider island
renewables issues and are trying to hide the fact that this is all about islands,

However, let no one be in any doubt this is about islands, It is about the islands of
Orkney, Shetland and the Western Isles. It is about island communities that have
been, and continue to be, discriminated against regards certain elements of energy
policy. It is about 3 groups of islands that between them have handled some 30% of
UK energy for the last 30 years or so, it about islands that have the future potential to
deliver over 15 GW of renewable energy to an increasingly carbon constrained world
and it is about islands that have over the last 20 years created a global reputation for
themselves, for Scotland and for the UK as the leaders in many aspects of sustainable
energy development and who have shown consistent commitment, support and a
willingness to invest in renewable energy.

These islands have been and still are recognised as being distinctive, different and
worthy of specific consideration and treatment through a Concordat between the UK
government and the 3 island authorities. These islands are the subject of a new Act
of the Scottish Parliament. Internationally the problems that islands face in terms of
inappropriate national governance has been recognised as being critical by the EU
and by the UN sustainable development goals.

Furthermore the recent policy pronouncements emanating from the leaders of the
current UK government would suggest that island communities around the edge of the
British Isles might be precisely the kind of communities that have been ignored or left
behind and for whom government strategy is going to change so that the UK works for
all of its citizens not just those who live near its currently nominated centre.

To establish a baseline therefore the Northern and Western Isles of the UK hold large
amounts of strategically important renewables energy resources, energy expertise
and energy technologies that could be extremely effective at delivering cost effective
low carbon energy to the UK consumer and which have given the UK a global
reputation as a leader in numerous fields of sustainable energy.



Through-out this response we therefore use the established terms ‘island energy’ and
‘island onshore wind energy’ rather than the invented terminology of ‘non-mainland
energy’ or ‘non-mainland onshore wind energy’.

3.2 Thereasoning for why has the consultation come about?

Similarly, it may seem strange to have to address this issue, but unfortunately none of
the reasoning as to why a CfD for island wind even exists as a concept is missing from
the consultation.

Since this could imply that the current government is unaware, or uncertain about why
this issue has arisen we believe it is essential that the government and any consultees
have a full understanding of how this point has been reached? Why is it that the UK
government is now consulting on its recently established view that it wants to renege
of commitments made over many years to support island renewables?

The list below sets out how and why this situation has arisen and some of the linked
issues that emerge. Other respondents have added additional detail to this narrative,
all aspects are however considered relevant:

Specifically:

1. The island wind CfD was established to deal with an acknowledged anomaly in
the grid charging mechanisms.

2. This anomaly leads to developments in Orkney, Shetland, and Western Isles
being charged excessive, and un-estimable charges in addition to those being
charged on mainland UK.

3. The Scottish Islands (except Skye) have never been part of the charging Zones
(post BETTA). When a potential Transmission generator has asked for a
TNUoS quote the nearest charging zone (in Orkney’s case zone 1) is used for
the ‘Wider’ part of the charge, then a local ‘spur’ cost is applied for all the rest
of the connection including the subsea connection. Inthat way the Islands have
not been treated as a full part of the GB Grid. The knock-on effects of having
to secure the whole cost and fund, through TNUoS, the whole lifetime cost of
the expensive ‘Local’ transmission connections are that any reduction to the
current, fairly modest, support arrangements make the build-out of
Transmission scale Island renewables very difficult if not impossible.

4. This decision did not affect all of the UK’s constituent islands, many such
islands are included in the grid charging mechanism. This issue was
specifically about Orkney, Shetland and the Western Isles which are not
included in the various transmission grid charging zones — they are not part of
Zone 1 (see Figure 1)!

5. Through this decision and the subsequent consequences the UK government
and the UK grid management regime has consistently and over a long period
isolated and penalised prospective island generation capacity to the
disadvantage of local business and local communities and leading to a
discriminatory position where the islands are being barred from participating in
UK wide trading practices in a fair and open way.



6. These inequalities have been recognised through the establishment of specific
island grid working group.

7. Furthermore the unique challenges faced by islands, and specifically including
grid issues has been recognised in UK government guidance and statutes to
protect the Northern and Western Isles communities from such discriminatory
practices.

8. The current grid charging mechanisms add excessive and un-estimable
charges to onshore wind and indeed other renewables generation costs which
make them non-viable.

9. The approach to island energy issues is of equal importance in terms of wave,
tidal and future offshore wind potential around the islands.

Figure 1 Map of grid transmission charging zones for the UK, with the
islands charging barrier added (Note Shetland is not even on the map!)

Appendix G : Generation Zone Map
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3.3 Theinterdependency of generation technologies regards grid and tariffs

The third key issue that this consultation seems strangely structured to ignore the
interdependency between onshore wind tariff and grid issues and those same
issues for wave, tide and offshore wind.

Over the last 20 years the destiny of all of these energy sources has become
increasingly linked. These linkages apply in terms of contracted grid connection
capacity, the negative impacts of excessive use of system charges, the difficulties
of establishing/maintaining securities during the ‘grid waiting period’, the lack of

control over, and continual expansion of, the ‘grid waiting period’. They also cover

the shared supporting supply chain, facilities and equipment. Furthermore there
are spin-off benefits in terms of energy storage and wider energy management
measures; local energy output balancing opportunities that can occur between
different technology classes; and the wider UK system balancing opportunities that
distant sources of energy generation offer.

Other respondents have gone into more detail on these consequential impacts and
interdependencies. However, it is OREF’s view that this current move by the UK
government may be close to, if not being, the proverbial straw that breaks the
camel’s back. The withdrawal of support for onshore island wind could lead to a
cascading effect of a further collapse in confidence in other forms of renewables

investment in the islands, particularly marine energy. Such a move would not only

threaten the leadership role of the UK with regards to marine energy it would
jeopardise the roles of the islands regards energy storage, hydrogen production,
community renewables development and combatting fuel poverty.

The costs, the stranded investments, the political fall-out, the effects of island
wealth, health and well-being would be enormous. All of these things are at stake
associated with the three ‘apparently’ simple questions being asked.

Answers to the consultation questions

The following pages contain the OREF responses to the three consultation questions



4 Consultation question 1

Should non-mainland GB onshore wind be considered a separate technology
from onshore wind more generally?

Yes: Onshore island wind should definitely be considered as a separate
technology for the purposes of awarding CfDs compared to GB mainland
onshore wind.

We now set out some of the reasons WHY.

The islands are different and therefore should be considered separately due to:

e their vulnerable socio-economic status due to the challenges of island
living including the highest level of fuel poverty in the UK;

e the huge amount, level of and consistency or local investment, support
and commitment that the island groups have demonstrated;

e their reliance upon renewables for jobs and wealth creation;

o the history of isolation and discrimination that the grid regulatory
regime and market incentives have established over the last 15 years or so;

e the policy and statutory protection afforded to the islands at a UK,
Scottish, EU and UN level

e their unique and diverse resources of strong and persistent winds,
pounding waves, surging tides;

e the interdependency between onshore wind and the various renewables
technologies

e their potential to provide over 15 GW of the most productive
renewables capacity in the UK

e their key strategic location as an energy hub and to act as key grid
balancing capacity;

e the unparalleled track record of problem solving, innovation,
application and adoption of pioneering new technologies and new
systems management approaches through all levels and stages of the energy
supply chain from primary generation through storage and demand
management to end use;

e the strong cost benefit outcomes that will arise for the UK consumer and
taxpayer from developing indigenous capacity with maximum local and national
input as opposed to further expansion of energy options which rely upon
imported power or have a heavier reliance upon overseas supplies and services

and insulating the customer from future fuel based cost rises and excessive
costs due to nuclear project cost over-runs

o their political status as unitary local authority areas where the local councils
have wide individual and collective responsibilities and the islands have key
strategic, territorial, historical, cultural and economic importance to the wider
UK and Scotland;



Each of these points are explored in more detail below:

Vulnerable socio-economic status

The islands live on a difficult balance between survival and successful development.
Energy plays a very important role within this balance some issues that a successful
industry can mitigate are:

Constant threat of depopulation

Limited scope and levels of societal services (health, education, specialist care,
etc.)

Higher living costs

Vulnerable to boom/bust scenarios

Centralisation within the island groups

Expensive unit cost to services due to low humbers and difficult geography

Major local investment, support and commitment

The islands have worked hard to embrace the renewable energy industry and have
supported this development in a number of ways:

There has been a huge amount and consistency of local investment, support
and commitment that the island groups have demonstrated.

Orkney community (public and private and voluntary) have themselves invested
over £150 million in renewable energy.

Consistently elect pro renewables councillors.

Highest level of adoption of onshore wind technology anywhere in the world
with over 500 micro wind projects.

Highest level of community wind schemes in the UK.

Reliance upon renewables for jobs and wealth creation

Employment is vital to Island survival and building viable business within remote
islands is essential to a sustainable economy:

Renewable energy has helped the local supply chain to develop new and
sustained jobs. Peaking at around 400 in Orkney in 2012/13. Now reduced to
around 300 in Orkney due to downturn in activity related to intractable grid
issues and lack of UK government policy commitment.

Micro wind has brought in over £1 million/yr to the local economy.

Community wind has brought in over £900K/yr to the local community.

Large scale private wind has brought is around £4 — £5 million into the local
community.

Much of this wealth has been reinvested in the future of Orkney in terms of
growth of sustainable businesses.



History of isolation and discrimination by UK government, grid regulations and
grid operator

The islands disadvantage has been recognised as an issue by successive
governments as well as OFGEM. Members of the island authorities have lobbied
successive ministers on the subject who have agreed but as yet no solution has been
agreed.

e The current grid regulatory regime and market incentives have discriminated
against new island generation unfairly for over 15 years.

e The commitment of the incumbent utility to investigating, justifying and
ultimately securing new grid connections to the islands has been lamentable,
under the current senior management team.

e The islands have already lost innumerable major investment opportunities as a
result of uncertainties and barriers put up around grid connection issues.

Policy and statutory protection for islands

The islands communities have been recognised by the Scottish and National
Government to be important

e The huge strategic importance of islands, yet their social and economic fragility
has been widely recognised.

e Protection and commitments to island proofing government decisions has been
afforded to the islands at a UK, Scottish, EU and UN level.

Renewables and wider energy resources

The resources available within the islands deserve to be recognised and the
contribution these can make to de carbonisation should be supported:

e The Northern isles are some of the most energy intense parts of the UK,
handling some 30% of UK oil and gas production,

e Unique and diverse renewables of strong and persistent winds, pounding
waves, surging tides;

Interdependencies

Any implications for onshore wind in the islands also have profound influences upon
many other aspects of the current and future energy systems in the islands. Some of
the key connections include:

e The shared grid development costs between different onshore wind project and
other forms of generation such as wave and tide

e The opportunities for increasing the capacity factor for cable use through
connecting multiple technologies (ref ICIT and Edin University studies)

e The positive links between increased local capacity and local jobs and wealth
creation

e The positive links between local benefit and community earned revenues and
fuel poverty abatement

e The positive influence that wind turbines have on the tourism trade and in terms
of working visitors to the islands



The associated benefits from running two MSc courses in Orkney related to
renewable energy

The opportunities for sustained economic development and the exploitation of
both local and export market opportunities by the local supply chain

Potential installed capacity

The Northern and Western Isles have the exploitable potential to provide over
25 GW of the most productive renewables capacity in the UK by say 2050. This
would include onshore and offshore (shallow and floating) wind, tidal, wave,
storage and possible co-generation with gas

In the shorter term some 2.7GW of potential under a high capacity scenario
have been identified across the three islands groups with 1.8 GW being onshore
wind. Up to 250MW of onshore wind suggested for Orkney up to 2030.
Capacity factors between 30% and 50% should be achievable

Strategic locations

Orkney has long been recognised a key strategic location at the northern end
of the British isles with access to the Atlantic, North Sea, Arctic and the spine
of the UK mainland.

Orkney and Shetland are already key energy hubs handling 30% of UK oil and
gas supply

Orkney can act as an electrical energy hub to aggregate/distribute electrical
supplies from Shetland, Western Isles, Highland region, Faroes, Iceland, North
Sea oilfields, Norway

Orkney and Shetland can also act as critical grid balancing capacity locations
using gas and LNG supplies;

Track record of problem solving, innovation, application and adoption

Each of the islands and particularly Orkney have been at the forefront of pioneering
new technologies and new systems management approaches through all levels and
stages of the energy supply chain from primary generation through storage and
demand management to end use.

Examples include:

First grid connected electro aero-generator 1950s

World largest wind turbine 1980/90s

UKs first large scale wind test site

World’s first wave and tidal test centres

World'’s first grid connected wave device

UKSs first grid connected tidal device

UKSs first locally owned large scale wind turbine (Burray)

UKSs greatest concentration of community owned wind turbines

World’s greatest concentrations of locally owned wind turbines

By summer 2017 Orkney will have more hydrogen infrastructure per head of
population than anywhere else in Europe

Orkney has more EV’s per head of population than anywhere in the UK



Strong cost benefit outcomes

Island wind is some of the best value energy that will arise for the UK consumer and
taxpayer from developing indigenous capacity with maximum local and national input.
This contrasts with further expansion of energy options which rely upon imported
power or have a heavier reliance upon overseas supplies and services and insulating
the customer from future fuel based cost rises and excessive costs due to nuclear
project cost over-runs.

Political status

Orkney has strong local political backing for renewable energy which is supported by
their unique political situation:

e The Orkney and Zetland Act of 1974 which gave unitary local authority areas
with universal administrative boundaries. Therefore a political and
administrative integrity which does not exist in mainland situations

e Our Islands Our Future was very high profile campaign that received the
political backing of both Scottish and UK government to island proof
government decisions

e The three authorities work towards a collective will and alignment of purpose

e the islands have key strategic, territorial, historical, cultural and economic
importance to the wider UK and Scotland;

In addition to these many factors that make island wind and island energy different
from any other part of the UK there are three areas that deserve special consideration.
These are

e Locational charging and associated energy planning
e The Hydro Electric surcharge, fuel poverty and premature death through
coldness

4.1 Locational charging and associated energy planning

The present system of transmission charging is extremely relevant to this present
consultation since it is the reason that the ISLAND uplift in CfDs was established as a
work around in the first place.

However this system has an overly centric view of energy supply. It assumes that
energy floods to the overall centre of consumption rather than dealing with interim
demand along the way. Any electrons generated in Orkney are very unlikely to make
it all the way to London. They will be consumed in small quantities in Caithness, larger
guantities in Inverness and Aberdeen and then in large quantities still in the Central
Belt of Scotland, it is only any surplus that will then make it across the border to be
used in northern England and so on too London.

So rather than imposing draconian charges on the generators in the edge part of the
system just because they are a long way away from London, the charging mechanisms
should consider the cost savings of avoiding having to deliver energy from other parts
of Scotland to feed demand in Orkney or across the Highlands. It should consider the
savings in hydro capacity which rather than being squandered on meeting normal
demand patterns can be even more focussed on meeting peak demand needs. It



should consider the enhanced quality of an energy supply that tracks well the patterns
of demand created by, for example, wind related heating needs. As well as all of these
factors the charging mechanism should consider the strategic merits and needs of the
overall energy transmission system that will is and will be need in the future and
consider where socialised investment is justified compared to developer led
investment.

It is unfair that the costs of burying more and more cables underground and through
purpose built conduits around London and other urban centres are socialised across
the all UK consumers when essential infrastructure elsewhere such as between some
islands and the mainland are not.

The unfairness of this system is further exacerbated by the fact that customers in
Hydro Electric served area have been and are being charged an extra 2p per unit
because they live in a remote area where allegedly it costs more to deliver electricity
to.

Subjecting the Highlands and islands to an excess charge when there are no other
parts of the UK subject to locational charging signals is bad enough. When one
considers that now Orkney is producing more electricity than it consumes over the
year, the situation is ludicrous. The close and dispersed links between generation and
demand across the island archipelago mean that, for example, energy losses in
delivering energy are probably less for Orkney than for any other part of the UK grid.

Do the Orkney consumers benefit — NO — each year Orkney consumers are required
to pay a surcharge of around £2,000,000, or £200 per household for the ‘privilege’ of
receiving locally generated grid supplied electricity. Since the community raised the
need for a new grid connection in 2002/3 Orkney alone has paid £28million cash, for
an appropriate grid connection given its ‘remote’ location, with no improvement at all
in the fundamental connectivity provided [The active Network Management system
which was installed was paid for separately through grant funding and fees levied on
the connected generators].

Applying a similar logic the three island groups would indicate that the islands have
paid nearly £100million as a surcharge on top of the contribution they are making along
with all other grid consumers. And for that 100million what have we received —
absolutely nothing.

In fact it is even worse than this because, it is not just nothing that has happened, it is
the negative consequences of the inaction on the grid that are also significant.

If sensible grid upgrades had been taken forward as originally planned then these
developments would have led to an installed capacity across the land groups of say
1200MW, all of which would have qualified for ROCs. This would have created an
investment of some £2-4billion across the islands and an on-going 20 year income of
over £4.8 billion.

The earliest that this type of development could now take place would be 2023, 8 years
late with a loss of some 1billion in turnover.

Whilst the islands clearly have no assigned rights to this development what has been
allowed to occur has blocked the opportunity for the islands to take forward this



opportunity whilst other communities across the UK and indeed investors from France,
China and elsewhere have been allowed and even encouraged to pursue their own
development schemes.

Such a situation does not square with making sure that the system works for all parts
of the country and all of its citizens.

As well as the lost earnings from generation there has also been a loss of investment
from technology developers and project developers in the marine sector who would
have otherwise come to Orkney in particular, but also Shetland and the Western Isles
if the future grid connection opportunities were available at an affordable and fair price.

The lack of foreseeable grid access and sensible grid charging has pushed a number
of technology developers away from using the EMEC test centre to other test sites in
Canada and the US for example. A number of the PFOW lease areas were also
relinquished in part because of the lack of a clear connectivity pathway and the
consequent business risks related to that. The Norwegian energy company Statkraft
withdrew from investing in Orkney due to grid connection costs and time delays. Such
uncertainty over longer term project opportunities also played an important part in the
well-publicised failures of technology companies such as Pelamis, Aquamarine and
the withdrawals of Voith, Rolls Royce, Alstrom etc. from the wave and tidal sectors.
Such lack of a suitable grid pathway has probably cost Orkney, Scotland and the UK
some £200 million in lost technology investment and perhaps five times that, or
£1billion, in marine project development investment up to 2023.

Overall therefore the present non-strategy for managing strategic grid connection to
the northern and western isles has probably lost over £6 billion in investment, over £1
billion in lost revenues. At the same time the local communities have been charged a
‘remote location surcharge’ which by 2023 will have reached a value of around
£150million.

To compound matters further, over the last 20 years the islands have made significant
progress towards local supply of energy, with Orkney breaking through the 100% local
production threshold in 2013. The avoided losses through the distribution networks of
the islands probably have a value of a further £10M at wholesale prices over the last
10 years.

4.2 The Hydro Electric surcharge, fuel poverty and premature death through
coldness

These numbers are eye watering in economic terms but there is a social cost which
has to date remained unseen, but which in terms of consequence is even greater. In
particular this social cost can be considered in terms of fuel poverty, the measure of
how much people pay for heating compared to their income. Orkney and the other
island groups have major issues with full poverty, in Orkney it is estimated by the
Scottish Government, which monitors such issues, that it affects some 63% of
households - 63%. What is even more alarming is that major portions of the 63% are
actually in double fuel poverty (over 20% of income on heating) and perhaps most
alarmingly that a significant portion (approximately 20%) of the 63% are in quadruple
fuel poverty. This means that hundreds, even thousands, of households in Orkney
suffer from very acute fuel poverty.



This situation arises from a number of reasons, such as the type and state of housing,
the harsh weather faced, and the lack of access to grid-based gas heating options and
the price of electricity. As mentioned above, in Orkney and elsewhere in the Highland
and Islands electricity customers are asked to pay an extra £200 per year on a typical
£1500 bill as a surcharge because of the ‘difficulties’ in providing electricity to such
remote areas.

So how does such a situation sit with the government, Ofgem, the energy suppliers
who when there is any call for strategic investment retreat to the mantra that the
customer must be ‘protected’ from increasing energy charges.

Well, here is some news; in Orkney the current policies and systems used to
manage energy supply are adding on average £200 to the bills of every energy
consumer in the islands for a service that is not being delivered

Imagine the uproar in the customers in the rest of the UK were asked to pay such a
surcharge.

But before addressing that issue further it needs to be remembered that the
unfortunate customers in fuel poverty actually consume more than the average
amount of electricity to heat their homes and so are paying proportionally more — some
acutely fuel poor customers may in fact be paying £400 per year as a surcharge — for
nothing.

And returning briefly to the plight of the UK customer, if the Hydro Electric surcharge
was socialised across the rest of the UK customer base it would cost each customer
not £200, not £20, not even £2 it would add a mere £1:60p per year.
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our communities. There are some 25,000 deaths in the UK each year attributable to
coldness. On a pro-rata population basis this would suggest some seven deaths each
year in Orkney related to coldness. But, as outlined above, fuel poverty afflicts Orkney
more than other areas. Is this because Orcadians are prepared to spend more on
heating to literally survive?

This seems unlikely, so if we assume fuel poverty is directly linked to deaths caused
by coldness we get a predicted figure of 62 deaths in Orkney annually connected with
coldness.

This would equate to around 180 deaths across the Isles every single year. Assuming
that the costs of electricity is directly proportional to such statistics then the 15%
surcharge levied on customers may therefore be associated with 15% of the estimated
mortality or around 30 deaths across the three island groups per year.

Some key stats

Orkney Shetland | Western Total
Isles

Population (No.) 22000 25000 27,000 74,000
Households (No.) 10000 11000 12000 33000
Annual cost of electricity | £15M £16.5M | £18M ~£50M
(@£1500/household/yr)

Hydroelectric surcharge £2M £2.2M £2.4M £6.6M
(@2p/kWh)

Summary/overview

So the overall answer is that the UK government, the regulator and the grid supplier
have consistently regulated to ensure that the islands are different. As communicated
verbally, in writing and through a long list of consultations. This difference has been
socially intolerable, leading to the premature deaths of perhaps 30 people per year. It
has been and will be costly to island energy customers amounting to some £150 million
between 2003 and 2023. It has stymied investment of perhaps £6billion. It has
delayed appropriate grid connections (so far by over 10 years and counting) and it has
therefore created a barrier for creating energy related wealth within the community of
over £1billion.

Wind generation on the islands is inextricably linked to other forms of energy
generation, it is directly liked to technology development, it can lead to jobs and
employment; it is therefore in all these respects associated with community and
household wealth and local authority budgets, consequently it is linked with potential
for intervention regards fuel poverty and subsequently is linked very simply with
whether people who are vulnerable to cold live or die.



5 Consultation question 2

We would be interested to hear if you believe there are specific
barriers/costs/issues associated with non-mainland GB onshore wind? If you
believe there are, please provide evidence.

The barriers/costs and issues that are faced by onshore island wind are many and
diverse. There are also a number of specific opportunities associated with such
onshore island wind. As with any development it is the balance between these
negative influences and the positive influences that will determine whether or not
development will take place.

In this answer we will address project viability, jobs, public opinion and costs to the UK
consumer and political integrity.

5.1 Project viability

It is clear that the most recently proposed position of withdrawing the commitment to
the islands CfD tips the already precarious balance away from development, not just
because of the financial disadvantage that arises but also due to the lack of
fundamental political support for any kind of “island based development that such a
move would signal. There are a number of other non-CfD issues that also need to get
resolved and these will also become significantly more difficult or indeed impossible if
the COMMITMENT to a fair CfD is not made and therefore is not evident.

The specific barriers/costs and issues associated with island wind are as follows:

e The hostile investment climate promoted by the UK government, Ofgem and SSE.

e There are major differences around planning permissions, grid connection
mechanisms and grid charging mechanisms that alter the commercial risks and
costs associated with onshore island wind projects;

e There are very different scenarios associated with developing strategic
transmission links to the islands vs the OFTO links to offshore wind farms

e There are time imperatives associated with island wind that are different to offshore
wind

e The scale of individual projects is different and generally smaller

e The interdependency between projects with other island technology schemes such
as marine is very different

e The co-location of demand alongside generation poses very different challenges
and opportunities

e The spin-off social and economic benefits from island wind are very different from
offshore wind

e The organisations involved in developing island wind which include communities
and small businesses are very different from the bodies developing other
technologies

In addition to these various points outlined above there are two further points that merit
detailed analysis. These are the level of support for onshore wind and wider
renewables development at a UK, Scottish and local level and the amount of



employment that has been created around island wind and the linked and wider island
energy activity.

5.2 Public opinion in Orkney and elsewhere in the UK

It is understood that the UK government’s renewable energy policy is in part driven by
a belief that the public, or to be more precise its public, do not support renewables and
in particular do not support wind energy.

Such assertions fly in the face of evidence gathered from opinion polls as to all
people’s views about energy supplies, about renewables and about onshore wind in
particular as shown in the UK governments own survey data Energy and Climate
Change Public Attitudes Tracking Survey (27 October 2016). It is not possible from
the data provided to see what opinions are held by people who vote in particular ways,
but as has been mentioned already, this present government has said it is seeking to
work for everyone. Therefore unbiased public opinion is surely the best basis upon
which to make decisions. In other words what is good enough for Brexit should be
good enough for renewables and wind energy.

5.2.1 UK opinions

Over the last 4 years or so 19 different surveys, sampling some 40,000 respondents
has shown that support for wind turbines in the UK has maintained a consistent and
healthy majority of around 65% support onshore wind developments with about 10%
opposed. This is slightly below support for offshore wind at 75% and solar at 80% and
is greater than support for non-renewable solutions.

Energy category Support Oppose
Solar 82% 4%
Offshore wind 72% 7%
Marine (wave & tidal) 75% 3%
Onshore wind 71% 8%
Nuclear 34% 26%
Shale gas 16% 33%

Concern amongst consumers is relatively evenly spread between food, transport,
mortgage and energy bills with transport being of most concern but typically only 21%
are worried about energy bills.

When asked about energy security issues people say they are concerned (65%
concerned, 35% not concerned) about our reliance on imported gas (50%), electricity
and oil (30%). The public are also concerned about power cuts (40%), reliance on
overseas energy supplies (65%); not investing in alternative energy supplies (65%)
and not investing in better use of fossil fuels (50%).

There is a latent concern about future energy prices, although this has reduced over
the last few years from 80% to around 60%. It is unfortunate that the question of what
they believe may give rise to future price increases was not asked!!

Such national polling obviously does not provide visibility of regional and local trends
in opinion.


https://www.gov.uk/government/collections/public-attitudes-tracking-survey
https://www.gov.uk/government/collections/public-attitudes-tracking-survey

5.2.2 Scottish achievement and opinions

It is widely acknowledged that Scotland is much more interested in renewable energy
that other parts of the UK. Progressive and positive stance taken by consecutive
Scottish Governments and the levels of public participation in renewables
development schemes across the country are further indicators of this support.
Furthermore the achievement of 50% of Scottish electricity demand from renewable
sources in 2016 is testament to the global leadership stance that Scotland has
embraced.

In the recently produced (2016) select committee report on The Renewables Sector in
Scotland it stated that:

“In terms of broader public opinion on the deployment of renewable electricity technology in
Scotland, a 2016 poll commissioned by Scottish Renewables found that 70% of respondents wanted
to see more renewable energy such as wind, solar, wave and tidal, and two-thirds of respondents
agreed that the next government should “continue to take forward policies that tackle greenhouse
gas emissions and climate change”, although we note this does not specifically relate to the
deployment of onshore wind farms.27 In relation to environmental considerations, we also note that
RSPB Scotland has stated that it supports greater deployment of renewable technology, objecting to
only around 10% of planning applications, where it considers the impacts to be too high.”

It would seem that in Scotland where 50% of electricity now comes from renewables
and where onshore wind has had seen strong development there is a stubborn 70%
of the population who are supportive of renewables and indeed wind development.

Another poll in 2016 found that when asked the question whether they “would like to
see a Scotland that generates all of its electricity from our abundant renewable
resources”, some 61 per cent of those questioned either agreed or strongly agreed.

5.2.3 Orcadian achievement and opinions

But there parts of Scotland and a part of the UK that have gone further, strived harder,
committed more and achieved even greater heights. The northern and western Isles
are three of these areas. The renewable energy achievement across all three island
groups has been incredible and has richly deserved attention from other parts of the
UK and further afield. These achievements have not been met by universal support

But even amongst such high achievements there is a further benchmark of attainment
that is unmatched in the UK, possibly Europe and perhaps even across the world.
That is benchmark, or standard which shines out from what has been achieved is
being achieved and what will be achieved in and from Orkney.

Over the last 16 years some £600 million has been invested in renewables projects
and activities associated with Orkney. Amazingly some 30% or £180million of that
money has been raised and invested by the local authority, local businesses, local
communities and local people.



The list of specific achievements associated with this activity covers virtually all
aspects of the energy supply chain, a diverse mix of generation, a wide range of
energy uses, a growing range of energy systems management tools and an
impressive array of energy infrastructure.

Record breaking achievements World leading experience and expertise
*  World’s largest wind turbine (3MW) 1984-95 *  Cluster of 10 major marine energy
*  Firstlocally owned 1MW turbine in Scotland companies
(2003) +  Operating base for a number of technology and

*  World’s largest marine energy test centre

*  First grid connected offshore wave energy

*  First UK grid connected tidal energy

*  Over 109% of electricity demand from
renewables in 2015

project developers

* 19 marine energy technologiestested

*  Over 50 technology deployment and recovery
operations

* 3000 vessel days of maritime support
operations

*  1600MW of marine energy capacity awarded
under lease options

*  Home to the worlds largest permitted marine
energy projects

* 450 MSc and PhD graduates

Major energy infrastructure

* 30 large wind turbines installed

* 500 micro wind turbinesinstalled

* 400 other micro renewables and energy
efficiency installations

*  Over 60MW installed renewables capacity

= Over 60% of capacity in local and community * Knowledge transfer and collaborative
ownership relationships with over 30 countries and
* Also handled 10% of UK oil production since including 50 islands
1970’ *  Total renewables investment of over £500M

including local investment of £150M
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So what do people in Orkney feel about renewables? Do they see this initiative, this
movement, this revolution that has taken place over the last few decades as a waste
of time and/or money, as a blot on the proverbial landscape? NO they see this
renewables revolution as being key to the economic vitality of the islands, they are
proud of the achievements made and they are acutely aware of the responsibility that
comes with the title of Orkney — the energy islands. These positive attitudes to the
renewables, including onshore wind activity that has taken place in Orkney has been
analysed very recently in Jan 2017 through a ComRes poll. The results show the
following levels of support:

Question Level of support Level of objection
Development of renewable | 89% 6%

energy in Orkney

Upgrade to grid connection | 94% 4%

allowing greater use in

future

Future wind farms in Orkney | 70% 26%

within the energy mix

Potential for government | 87% 10%

support

It is clear from these results that there is overwhelming support for wider renewables
development in Orkney (89% to 94%), with the need for backing from UK government
also strongly recognised (87%). Furthermore, in spite of, or perhaps because of the
amount of wind development that has taken place, 70% of local people are still


http://www.oref.co.uk/wp-content/uploads/2017/01/OREF_Orkney-Wind-Energy-Survey_Headlines_24-Jan-2017.pdf

supportive of more wind farm developments in the future. It is noteworthy that the
don’t know option gets squeezed regards this issue with a relatively big percentage of
people 26% stating that they are opposed to future development of onshore wind in
Orkney. Such a distribution of opinion would suggest a polarisation of views between
those that support more and those that don’t support more onshore wind development.
Nevertheless there is still a very large majority that are supportive of further wind
development on Orkney.

These very supportive opinion poll results are perhaps not so surprising given the
spread of renewables benefits throughout the population of the Orkney Islands.

For example:

e There are some 300 people employed in some way and to some degree directly
in the renewables sector.

e There are also some 500 households with micro wind turbines installed

e There are another 400 homes with solar and heart pump technology installed

e There are 5 large scale community turbines operating covering some 800
households;

e There are 40 local investors in two locally owned schemes

e There are over 90 electric cars running locally

Consequently there are likely to be around 2000 or 20% of households that have a
direct link with and benefit from renewables.

5.3 Renewables jobs and employment

The primary reason that the Orkney community has embraced renewables was for
jobs. Faced with declining oil, farming and fishing jobs in the 1990s and with it the
prospects of declining populations the islands set about embracing the new
opportunities present by renewables in this most resource rich energetic setting. This
move was facilitated through a number of key historical factors:

e The pioneering spirit of Orkney and Orcadians as illustrated in their roles in the
Hudson Bay Company, in the whaling and in the fishing;

e The openness of the folks of Orkney to new-comers from wherever they are in
the world;

e The resilience and long term commitment to a course of action from local
businesses and the local public sector bodies

e The strong ethos of collaboration and cooperation

e The commitment to the Orkney brand and its core values

e The long term use of Orkney as a wind test site in the 1950 through to the early
2000s,

e The energy expertise brought in by the presence of the Flotta Oil Terminal,

e The establishment of ICIT in Stromness

e The establishment of OREF

e The selection of Orkney as the home for EMEC, having emerged as an idea
from Orkney itself

e The broad range of strategic planning, regulatory, environmental, technology,
electrical engineering, shipping and marine operations, and other skills and
expertise available on Orkney



In the last year or so Orkney companies and organisations have been to the following
locations to promote renewable energy and Orkney and Scotland’s capacity to
contribute to delivering renewable energy.

Japan (8 times) ¢ Falkland Islands
China (3 times) e Argentina
Taiwan (2 times) e Brazil
Philippines (3 times) e Barbados
Indonesia (7 times) e Miami (USA)
Singapore (2 times) ¢ Atlantic City (USA)
Portugal e Portland, Oregon (USA)
Spain e Seattle (USA)
Canary Islands e Boston (USA)
Madeira e Washington DC
Norway ¢ Newfoundland, Canada (3 times)
Faroes e Vancouver, Canada)
Iceland e Germany
Holland ¢ France (6 times)
Demark e Finland
Sweden e lIreland (4 times)
Channel Islands e Isle of Wight
Islay e Shetland.
Northern Ireland e Luing
Pembrokeshire e Peru

e Columbia

In addition to these visits the following business development activities are currently
underway across the globe.

Aquatera has established offices in Chile and France and a joint venture in the
Philippines

Leask Marine has established an office in Swansea

EMEC and Aquatera are supporting test centre and centre of excellence
development work in Japan, Taiwan, South Korea, USA, Canada, Singapore,
Indonesia, Philippines and Chile.

ICIT teaming up with Universities in Japan, developing research links in
Indonesia and Aquatera and EMEC have hosted interns from the Caribbean
under the BRIDGE programme with the IDB.

Orkney schools have a strong cultural collaboration with Japan through links
initially established by Aquatera and EMEC.

The imperative of these moves for Orkney businesses is that they need to develop
new markets since the local market for their services has collapsed over recent
months.



In summary therefore:

There are around 300 people employed in Orkney for whom renewables
(onshore and offshore) is a key part of their employment.
This team requires an fte income of £660,000 a month to keep them employed.

The cumulative benefits of renewables employment to Orkney since 2000 is
estimated to have been over £70million.

5.4 Political integrity

e The first issue is the abject failure of the UK government to govern for the fair and
equitable benefit of all parts of the UK, to honour commitments made through hard,
sustained and well informed discussions and negotiations.

e This failure to address the specific and distinctive needs of the islands within the
CfD announcement is in conflict with established government guidance and
international human rights obligations:

54.1

Ref: Concordat between the UK Government and the three Scottish Island
Councils. See quotes from that document which is still being used as a basis
for working between UK Government and island authorities

Scottish Government Islands Bill

EU sustainable islands and peripheral areas protection systems

UN Sustainable Development Goals

Concordat between the UK Government and the three Scottish Island Councils.

The quotes below are from that document which is still being used as a basis for
working between UK Government and island authorities

“In relation to the European Union, Article 5 of the Treaty on the European Union
(TEU) and Articles 170 and 174 of the Treaty on the Functioning of the European
Union (TFEU) place obligations on the institutions of the European Union to apply
the principle of subsidiarity, encourage economic, social and territorial cohesion,
and support universal access in transport, telecommunications and energy
infrastructures. All parties reaffirm the importance they attach to the EU institutions
fulfilling these obligations and that an aim of this framework is to improve their
practical application in Shetland, Orkney and the Western Isles. The UK
Government also reaffirms its commitment to the principle and fulfilment of Article
175 of the TFEU, which requires Member States to conduct their economic policies
and coordinate them in such a way as, in addition, to attain the objectives set out
in Article 174.”

“21. As part of the UK, the costs of subsidy for renewables deployment are shared
across all Great Britain (GB) consumers. These subsidies take account of the
costs of connecting different generation to the transmission network associated
with, for example, offshore wind and renewables on the islands. The UK
Government is committed to a series of actions to support renewables deployment
at scale on and around Shetland, Orkney and the Western Isles, and will pursue
specific measures to support development of renewables in areas of Scotland with
considerable energy potential but challenging conditions for developers. As part
of the Contracts for Difference (CfD) incentive scheme, the UK Government
announced 6 its intention that onshore wind generators on Shetland, Orkney and



the Western Isles would be eligible for a higher level of support to overcome the
additional costs faced by generators, including underwater transmission links and
significantly higher operation costs. Noting the obligations imposed by EU
Directives, the UK Government is committed to pursuing state aid approval for this
tailored CfD scheme, allowing the higher capital and operational costs to be
shared across the GB consumer base and generating greater commercial viability
for renewables deployment on and around the islands.”

5.4.2 UN Sustainable Development Goals (SDGs)

The UK government of David Cameron was intimately involved in the establishment
of these goals which are meant to apply equally to all people of the world — this
includes the island communities of Orkney, Shetland and the Western Isles within the
UK.

Within the International Development Committee report on the UK Implementation of
the Sustainability Development Goals it states that:

“The UK showed early commitment to, and leadership on, the formation of the SDGs,
when Prime Minister Rt Hon David Cameron MP held the position of Co-Chair of the
Secretary-General’s High-Level Panel of Eminent Persons on the Post-2015
Development Agenda from 2012-2013. He was appointed to the Panel by UN
Secretary-General Ban Ki Moon—alongside President Ellen Johnson Sirleaf of Liberia
and President Susilo Bambang Yudhoyono of Indonesia—to provide advice on the
global development framework to succeed the MDGs. Its final report strongly
influenced the SDGs that were to follow, recommending five transformative shifts as
priorities for a new development agenda.”

The agreed goals were

UN Sustainability Development Goals Effect of not providing a suitable ring fenced CfD and other related policy
needs

Goal 1. End poverty in all its forms everywhere|This will inhibit communities achieving maximum benefit from local energy
generation where a proportion of the profits generated is being used to
combat fuel poverty which reaches quadruple levels within the islands. The
costs associated with the move would only add minimally to the average bill
of the UK consumer.

Goal 2. End hunger, achieve food security and|No direct effects

improved nutrition and promote sustainable
agriculture

Goal 3. Ensure healthy lives and promote well-|No direct effects
being for all at all ages
Goal 4. Ensure inclusive and equitable quality|No direct effects
education and promote lifelong learning
opportunities for all

Goal 5. Achieve gender equality and empower|No direct effects
all women and girls
Goal 6. Ensure availability and sustainable|No direct effects
management of water and sanitation for all
Goal 7. Ensure access to affordable, reliable,|The ability of Orkney to offer sustainable energy solutions will be inhibited
sustainable and modern energy for all
Goal 8. Promote sustained, inclusive and|Existing jobs have already been lost and more will be, future employment
sustainable economic growth, full and|levelsin the renewables sector will be reduced and the global leadership of
productive employment and decent work for|the Orkney renewables supply chain will be lost

all




Goal 9. Build resilient infrastructure, promote
inclusive and sustainable industrialization and
foster innovation

This decision would put a firm barrier in the way of building the necessary
national grid infrastructure to allow all parts of the UK to contribute ato and
benefit from the renewables revolution. It would also critically effect the
on-going development of wave, tidal, energy storage and energy systems
management technologies, systems and procedures which have flourished
in Orkney and the other islands because of appropriate renewables
developments

Goal 10. Reduce inequality within and among
countries

This decision would prolong the acute disadvantage and discrimination that
the islands have endured regards grid access and charging mechanisms over
the last 15 years

Goal 11. Make cities and human settlements
inclusive, safe, resilient and sustainable

This decision would hamper moves locally and nationally to make energy
supplies sustainable

Goal 12. Ensure sustainable consumption and
production patterns

The measure continues the imbalance within the UK electricity supply
system

Goal 13. Take urgent action to combat climate
change and its impacts*

The current strategy is too limited and not incentive to this out come

Goal 14. Conserve and sustainably use the
oceans, seas and marine resources for
sustainable development

The lack of a suitable onshore end tariff will directly affect the potential for
new connections

Goal 15. Protect, restore and promote
sustainable use of terrestrial ecosystems,
sustainably  manage  forests, combat

desertification, and halt and reverse land
degradation and halt biodiversity loss

The provision of a suitable CfD mechanism would help to protect ecosystems
with i=minimal or low impacts

Goal 16. Promote peaceful and inclusive
societies for sustainable development, provide
access to justice for all and build effective,
accountable and inclusive institutions at all
levels

By not living up to promises and previous commitments the UK government
shows itself to be an unsupportive party with no concerns about or interest
in island development issues. This leads to increasing pressures for self-
determination and a rethinking of our governance relationships

Goal 17. Strengthen the means of
implementation and revitalize the global
partnership for sustainable development

By failing to live by the agreed goals in the UK’s own development process
this undermines UK credibility at a global level regards energy stewardship.
The UK is fast moving from being a respected and envied pioneer to being
considered a laughing stock and an example of how not to try and develop
new energy management systems

To deliver on these goals it was further recommended that the following transformative

shifts needed to be applied:

Transformative shifts Effect of

not providing a suitable ring fenced CfD and other related policy needs

1) Leave No One Behind

The choice of importing European energy through interconnectors before using
indigenous UK energy, leaves the Scottish Islands further behind and discriminated
against, having endured similar negative impacts over the last 10 years or so

2) Put Sustainable Development at

the Core term

The current limit of forward thinking to the 2020 targets is too blinkered and too short

3) Transform Economies for Jobs and
Inclusive Growth

This decision not to provide a CfD would harm rather than transform the local
economy and would lead to job losses, reduced GDP and loss of established global
market share

4) Build Peace and Effective, Open
and Accountable Institutions for All

The current grid management system is not effective, nor open, nor accountable

5) Forge a New Global Partnership

Managing our own energy resources so poorly makes the UK a less attractive global
energy partner since we clearly don’t know how to optimise our energy situation

It seems that the UK government needs to consider whether it is meeting the basic

needs of its own citizens before
they should be doing

lecturing or giving advice to other nations over what



6 Consultation question 3

If you have set out any specific challenges for non-mainland GB onshore wind
projects, do you consider there to be other measures outside of the CFD scheme
that could be adopted by the Government, or others, to remedy those
challenges? What would these measures be?

Option 1: The inappropriate and excessively expensive grid connection process and
use of system charges are brought more in line with UK mainland costs — this was why
the CfD was introduced as an idea in the first place

Option 2: Provide an alternative revenue support mechanism as a grant or through
other means to compensate developers for the excessive grid connection costs

Option 3: Establish a non-electrical, non-grid market for the energy produced on the
islands such as producing hydrogen, thermal energy (heat/cold), stored energy
(batteries etc.)

6.1 Option 1: Further analysis on the costs of intervention

It must be remembered that the original reason that the island CfD was conceived was
to act as a mechanism to overcome the discriminatory transmission grid, use of system
charges that the current grid management regime would levy on island connections.

If that charge regime was altered to reach a fair and predictable locational charge then
the need for the extra CfD would disappear.

Island Possible | Present Cost over | Fair and | Cost Cost
group new notional 20 years | predictable over difference
onshore | TENUOS locational 20
wind charge charge (to be | years
capacity | (cost per agreed)
kW)
Orkney 150 MW | £100 £300 £33 100M | £200M
million
Shetland | 1000 MW | £150 £3 billion | £50 £1 £2B
billion
Western | 1000 MW | £120 £2.4 £40 £800M | £1.6M
Isles billion
Total 2,150MW £5.7B £1.9B | £3.8B

Such a move may add around £3.8B over 20 years to the socialised costs of the grid
which are expected to be in the region of £50B over the next 20 years.

Such an investment would add 2.8GW at say 45% capacity factor which equates to
11TWh per year. UK generates 350 TWh at present. The islands could contribute 3%
of energy demand for 0.8% of the costs — this is an extremely good deal.



Typical consumer electricty bill
breakdown

B Wholesale energy, supphy
costs and profit margin

u AT
M Distribution charges
B Environmental charges

B Transmission charges

Source: Ofgem, Apnl 2013

The settlement for the Northern and Western Isles could therefore add around 8% to
the socialised costs which in turn equate to around 10% of overall customer bills and
would therefore account for only 0.8% of bill payer’s costs.

Amount of capacity 2,150MW
Amount of energy 7.5TWh

Cost of energy (@£110/MWh) £823M
Cost of energy (@£80/MWh) £600M
Cost of energy (@£50/MWh) £374M

6.2 Option 2 : Alternative revenue support

The UK government of Scottish Government could establish a specific island based
support mechanism as a regional development grant rather than working through the
grid management mechanism or through electricity charging systems

The UK will need to pay for the means of connecting low carbon generation. The
debate as to whether it is the electricity consumer or tax-payers (the same people) is
hollow as at the end of the day those in the UK will generally pay. There may be some
advantage in grid expansion, just like the initial grid construction, being paid for by
taxation as that has the advantage of socialising the cost across tax-paying entities,
some of which are foreign companies.

The CfD therefore seems ill suited to provide all the support needed to construct the
necessary grid connections for marine or for island wind. If the burden of connecting
these resource rich areas is borne by Government as the strategic investment then
other support measures can be scaled back.

6.3 Option 3: Off grid solutions

Establish a non-electrical, non-grid market for the energy produced on the islands such
as producing hydrogen, thermal energy (heat/cold), stored energy (batteries etc.)

Orkney is already at the forefront in pioneering new options for using the surplus
energy produced in the islands in the absence of more grid capacity. The issues that
the islands are facing are similar to the issues the whole country will come up against
as the penetration of renewable energy increases. Therefore supporting local



initiatives to develop solutions to the lack of grid capacity is in the wider interest of the
UK. Some of the options that are being looked at already are

Hydrogen economy - develop a complete Hydrogen infrastructure where the Hydrogen
is produced from Island wind. This would include options such as fertiliser production,
Sea transport solutions and renewable heating.

Storage test centre and development centre — Develop storage solutions within the
island to compliment the wind, tide and wave energy that can be produced within the
islands. This will maximise the grid connections already established and also develop
the option of base load from renewable sources

Energy Hubs — the use of LNG and other fuel options to balance the energy produced
within the islands as well as again looking at the islands become a base load
production unit.

These are a few options are not exclusive but do require finance and regulatory
support which in the long term could well provide workable solutions to the UK and
other areas energy issues.

7 Summary

The following key points have arisen from the arguments outlined above

Environmental Island energy can make a major contribution to the UK’s ability
to make the next essential steps beyond the 2020 targets.
The 2020 levels are insufficient to protect the UK and world
from catastrophic climate change. Island energy is one of the
only sensible alternatives to making these next essential
steps, by contributing a further 30% of carbon free electrical
energy to the mix.

Social All communities have a right to develop the resources in their
area for local benefit and to serve wider markets. Countries
who command the capacity and hold the responsibility for
linking these communities together must therefore invest in
suitable infrastructure to facilitate such development in a
balanced and fair way. The present UK government approach
to enabling the development of renewables and related grid
infrastructure is both discriminatory and divisive on a
geographical basis. Such failures of collective governance
are precisely why international agreements are in place to
protect vulnerable peripheral communities from over
centralised policy and governance. These issues are not just
3 world issues, they are UK issues and they are directly
affecting the northern and western isles of Scotland.

Health There is a direct correlation between the ability to heat one’s
home and your health outcomes and lifespan as you get older.
Current energy pricing policies in the islands have added a
15% surcharge to the most fuel poverty vulnerable
communities in the country for decades. Such a pricing
regime has led to tens if not hundreds of premature deaths
and cold related illnesses across the islands. There have




been very limited national measures put in place to solve this
issue. The islands have now started to do so, in part using the
revenues for local and community owned generation. The
future prosperity of the islands is to a significant degree linked
to the potential for energy generation. Stopping future
increases in generation capacity through inappropriate
charging and tariff regimes will reduce a significant pathway
to combatting acute fuel poverty, illnesses and premature
deaths.

Economic

Island energy could provide carbon free energy solutions cost
effectively, with high local content and benefit and with very
strong threads of added value. The renewables sector in the
islands has already demonstrated 7 to 1 ratios of private
compared to public investment. Raising major sums to
support energy developments is not the problem. Expecting
developers to cover major infrastructure costs on a different
basis to those elsewhere within a regulated universal market
is unfair and demonstrably uneconomic.

Technological

The futures of island wind and the tidal and wave energy
sectors of the UK are inextricably linked. All sectors derive
benefits from the other in many different ways. The current
consultation only deals with onshore wind, but the future
development pathways for shallow water offshore wind,
floating offshore wind, tidal stream and wave energy will be
greatly influenced by the outcome and need their own support
solutions to be found quickly. The current thinking within the
UK government on these matters is we believe.

Industrial

Energy Hubs and storage parks could well offer long term
solutions to the UK energy market as well as other areas of
the globe.

Political

Our Islands Our Future campaign has across the board
support within Scotland and the UK government’s. The island
proofing of decisions is integral part of this process and is
enshrined within the Scotland Bill. The government should not
be ignoring this in one of the first consultations that has come
out since the agreement.

Regulatory

The regulation surround the grid situation is not fit to deal with
the situation. This has been recognised by successive
governments as well as Ofgem so there needs to be some
form of compensation make the system fairer.

Moral

This is a moral duty on the government to support all there
citizens and not discriminate. In this case the Islands are being
treated unfairly.

END




