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Dear Mr Hogarth

Reference: Innovating for a greener, more efficient future

Thank you for the opportunity to respond to your consultation paper on your plans for the
future. As a membership organisation exclusively interested and involved in renewable
energy and fuel conservation your plan is of particular interest to us.

Orkney has a long history of working with SSE on a number of fronts over the years.
OREF believes that this partnership has led to the high levels of renewable generation on
the islands we see today. (presently supplying >125% of Orkney’s electricity demand as
this response is being typed'). OREF believes that the willingness shown by SSE to
consider reasoned arguments and to then challenge perceived opinions has already led
to significant benefit in the community. This led to the creation of the Registered Power
Zone which is bringing significant income to the county and is a perfect example of how
orthodoxy can be challenged and market opportunity created. OREF is confident there
are many other such opportunities.

Consultation Process: OREF is pleased to see that this consultation has clearly been
done very thoroughly. In our experience the openness of the process is critical and
therefore encourages engagement. The fact that you have re-consulted on your plans to
ensure you are getting this right is particularly welcome. It would have been easy enough
to consult superficially and plough on. OREF is pleased to see you have publicly
surfaced some aspects that require greater understanding and clarity.

The comments made below specifically aim to build upon the open dialogue that we
believe we have with SSE. This letter has been circulated to the membership and will be
posted on the OREF website at www.oref.co.uk along with any reply.

Above all else: Building a sustainable community requires an enormous number of
reliable inputs. Energy is clearly one of them. There is, however, a tone within the
document that is discordant with OREF’s view as to the importance of the environment in
a sustainable community. The efficient use/distribution of energy is fundamental, but the
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references to environmental improvements seem to point to less fundamental items.
Simply putting flood defence/reduction in oil filled cables, undergrounding and diesel
generator maintenance into the environmental category is odd. The effect of energy
generation presently is enormous though carbon dioxide production and the document
seems to fail to articulate this. The biggest environmental effect SSE will achieve will be
the cessation of carbon emission and full scale commitment to renewables. To fail to
state this is worrying. This business planning round provides the opportunity for more
than just business as usual. It provides the moment when everything can change.

OREF therefore strongly urges that a more holistic view is taken of the opportunities
presented by the scale of renewables as this will fundamentally disrupt the perspective of
‘the environment’ as an add on.

Five Priorities: OREF is confused as to how the 5 priorities stated fit with the ‘Potential
other priorities based on responses to Qur First Consultation’ (Fig 1). If the font size of
the text in the figure is taken to indicate the level of support it would show that ‘low
carbon, generators, renewable’ are the three biggest text. It is not clear however how the
5 selected would rank against these ‘Others’.

OREF is therefore concerned that these ‘Others’ are not being given a fair weight within
the document and therefore business planning.

Safety: In addition OREF is concerned that the top priority stated ‘A safe supply of
electricity’ has been misinterpreted as an endorsement that SSE needs to put its staff
safety at the top of its plan. OREF does not support the priority that this plan gives to
SSE'’s own staff safety. This is not to say that OREF wishes SSE to put its staff at risk,
but the prominence given in this outward facing document to your internal safety
processes is at odds with the consultation intent of the document. As a company you
have your own systems and processes that you need for good governance and these are
taken as a given. There is no need to consuit upon them. If a charitable view is taken of
their inclusion it would be that there was confusion in the intent of the document. If a
more cynical approach was adopted then it could be argued that their inclusion pads the
document and seeks to draw attention away from the comparatively thin areas where
innovation is not being well funded and the targets are unexceptional.

Fuel Poverty: Where safety fails to be mentioned is that associated with the need to
provide affordable heat to those in financial difficulties. Cold/damp kills. There are real
and important issues around fuel poverty and OREF is disappointed that the document is
largely silent upon this (except Pg 25).

As a ‘renewable rich’ community OREF would like to see a better mechanism by which
the energy harvested locally can be used locally. That will require investment and effort
on the part of the community, but also significantly OREF believes this should be by SSE.
As a company harvesting energy from within the community OREF would like to see
greater commitment by SSE to supplying energy at times of bounty to those in real need.
The passing reference on Pg 25 to controllable energy systems provides some comfort,
but it is more scant than OREF would like to see.




Expense of the Environment: OREF believes that the inclusion of this as a priority is
important, but fears it is being mis-interpreted. This is not/should not just be corporate
‘green wash'’. It is fundamental to your business. To be frank; you are one of the few
businesses that can actually deal with environmental issues.

You have within your generation fleet a significant amount of renewables and you need
to move to a zero carbon generation system as quickly as possible. Please do not just
limit your interpretation of ‘our activities are not carried out at the expense of the
environment’ to just mean you don’t pollute as much as the rest. You have the
opportunity and obligation to be the best and provide the rest of society with a pollution
free energy source that will enable us to deal with the rest of our issues. Please do not
limit your aspirations to just ‘not screwing it up much’. OREF would support you pushing
much harder on this and accelerating your already remarkable progress.

Value for money: OREF find it surprising that this is in your priorities. This is taken as a
given for any company that wishes to survive. So whilst it is a necessity, OREF would not
specifically see this should be here above the ‘Other’ items in Fig 1.

Low Carbon capability: OREF is pleased to see that the majority (83%) of respondents
supported preparing the grid for a low carbon future (Pg 10). The recognition that electric
heat and vehicles will become increasingly important is welcome. It does appear to be at
odds however with the earlier statement on Pg 10 that there will be a reduction of 26% in
total electricity demand by 2030 though efficiency. OREF would question this as it sees
no sign of a reduction in electrical demand, only an increase as the electrification of heat
and transport is rolled out?>. OREF would therefore like to see SSE’s own modelling of
demand rather than rely upon the Government'’s Efficiency Strategy that would appear to
be flawed.

Dealing specifically with the issue of the need to shift fuels: OREF expects that there will
be a major electrification of heat and transport in Orkney in the coming years. Work is
underway to quantify this including a public meeting on the 10" of May, but it is inevitable
that the existing electricity infrastructure will be too small to cope and will require major
reinforcement, possible a trebling or more of capacity. OREF is concerned that this
inevitable growth is not a major plank of SSE’s future plans.

OREF can foresee huge changes needing to be brought in and is seeing little attempt to
future proof new investment. (The increase in cable capacity to Rousay and Westray
being notable exceptions). OREF therefore firmly believes that this planning cycle must
explicitly acknowledge the changes coming and be ready to invest to keep infrastructure
ahead of need.

Up-front Investment: OREF strongly agrees with the stated (and demonstrated)
commitment to work with local stakeholders to make investments ahead of need where
commitment is shown. (Pg 11). This has worked to an extent over the years in Orkney
and benefits across the County are being seen. However OREF would like to see that the
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‘commitment’ is more widely defined. Orkney has been investing in renewables for years
and the recent burgeoning of micro-renewables is testament to the millions invested by
local people. (Estimated to be in the order of £20M for the 4MW installed to date). OREF
would argue that this represents commitment. However SSE’s definition of commitment
would appear to be limited to the application for connections and associated fees.

OREF believes that there is an elevated level of commitment that is probably
unparalleled in the country and therefore urges SSE to expand its definition of
commitment. With such recognition in place OREF believes this would empower SSE to
act more imaginatively and secure greater and sustainable business.

Dealing specifically with your questions is difficult and leads off into other areas. For ease
of analysis the questions are answered in order, but some issues do not fit entirely within
your questions, but are placed approximately where they appear in your document.

Question 1; Do we agree with your approach? Broadly ‘Yes' in that you have asked,
listened, are now checking if what you heard was right and are now looking to set out a
clear plan for the coming years. But ‘No’ in as much as there is an excessive onus on
your own safety and efficiency and insufficient attention paid to the opportunities of
decarbonisation. The investment plans look under-whelming and you seem to be
standing infront of an open door to a sustainable and electrified future but hesitant to lead
through it. OREF would strongly urge you to be braver and more dynamic.

Question 2 & 3; Planned & Unplanned interruptions. Generally OK.

OREF would also like to take this opportunity to say a specific ‘Thank You' to SSE’s staff
who keep the interruptions to a minimum and also deal with them when they arise. OREF
really does appreciate the effort that goes into this and the personal self sacrifice of time
and comfort that your staff routinely give. It is unseen, but it is not unvalued nor
unappreciated. Please do pass on our sincere thanks.

Question 4; Worst Served Customers: This is an interesting perspective and OREF
notes that one of these areas is in Orkney. OREF does feel however that whilst it is
useful to focus on those with a service that is being interrupted, there is a great un-
declared cohort of potential generators who are un-served. There are those who are
seeking connection, but who cannot connect due to network inadequacies. In the case of
Orkney there will be significant numbers of frustrated customers who cannot connect,
however the priority given to their needs is not clear from this document and is probably
underestimated/ reported.

Taking the principle of ‘worst served’ as being a measure, OREF would like to see a
means to balance the investment needs of those who are occasionally frustrated by
outages with those who are continuously frustrated by lack of connection, or occasionally
through constraint in generation. At present it seems to only be the former group
receiving much structured attention.

OREF would therefore support the approach of tackling the problems of the ‘worst
served’ but in the context that it is only part of the problem. OREF would contend that
despite the extremely welcome work done on the RPZ that its community is possibly the




‘worst served’ in terms of frustrated connections. More work to prioritise this is now
required.

Question 5. Customer Expectations. No comment

Question 6. Customer service. No comment on good customer service. However in
terms of ‘is there anything else we can be doing?’ the answer is ‘Yes'.

OREF firmly believes that the rules set for electricity generation are out of date and
slanted to favour carbon based sources. OREF contends this has to change and so your
statement on Pg 25 that you cannot charge differently for renewable and non renewable
generators needs to be highlighted. OREF firmly believes this out of date approach must
be challenged and urges SSE to take this up with Government and OFGEM. OREF
would be disappointed if SSE fell back on a defence that ‘we cannot do this because
OFGEM say we cannot’ if there was not demonstrable effort to change OFGEM’s mind.

OREF has engaged itself with OFGEM and is well aware of its intransigence and
unwillingness to lead towards the renewables based system we seek, however we
believe SSE’s resources should be continuously used to illustrate the stupidity of not
adopting a non-polluting approach.

Regrettably the document does not give an indication of the work that SSE is doing in
this arena and OREF would take this opportunity to urge SSE to redouble their efforts
given their high proportion of renewable generation capacity.

Question 7. Connection Principles. Overall these principles make sense as far as they
go, but there has been a tendency to fail to look far enough ahead in some respects. The
burgeoning of renenewables in Orkney was widely touted and discussed over years, but
still the grid moratorium was introduced with little or no prior notice. OREF would argue
that planning has been heavily influenced by past experience with insufficient attention to
horizon scanning.

The planning underway does not seem to have complete visibility of all likely
opportunities. ltems only seem to qualify for consideration when close to a connection
offer, whereas there is an un-paralleled opportunity to build a fully sustainable energy
supply system by looking ahead. OREF would contend that the smart grid work done to
date is welcome, but is a pale shadow of what it could and indeed must be for a
sustainable energy system. OREF believes Orkney is willing and able to bring support to
initiatives by SSE and others to build this new approach.

OREF would urge SSE to look to its heritage and the work done by Tom Johnston and
others in the initial electrification of its area to show the change that was brought about
by vision and assiduous application. OREF would like to see a renaissance of this sort of
approach and would strongly support SSE if it chose this mantle.

Question 8. Environmental Footprint: As stated elsewhere; the proposals you have are
necessary, but are missing the main point. So as a first step OREF endorses the targets
in Fig 12. however, the shortcoming is that these targets are internally focussed. So if
they are just one side of the action then they are adequate. If they are the whole picture
they are wholly inadequate.




The presently missing side must be that you are providing a service that allows the de-
carbonisation of the UK economy. This must be given significant weight and is frankly
going to eclipse your own impact.

Theft: Another area where there is inappropriate mixing of topics is in the losses from the
system. (Pg32/33). There are clearly losses through heat that is an inevitability of physics
of conveying electricity and also some indication of efficiency of operation. However the
bulking of these losses with theft is unhelpful. To be blunt: theft is a problem for your
shareholders, not the wider community. You need to get this sorted out as it is a direct
drain from your bottom line. To conflate this with losses that require technical solutions is
misleading. OREF would therefore like to see your theft losses reported separately from
your inefficiency losses.

Loss profile: It would also be useful to be able to better understand the loss profile
across the network. It is inevitable that losses will be higher in Orkney than in areas of
southern England due to distribution distances and climate. Such losses may need to be
tackled, or avoided by different distribution/use strategies. However it is also inevitable
that such improvement schemes will need to be justified in the future on a cost/benefit
basis. Better, open understanding of losses as an enabler for change will therefore
become increasingly helpful. Whilst possibly not an item that requires huge public
reporting, a more transparent loss register would be of value to help justify schemes in
the future.

Question 9. Visual Amenity. This approach is sensible, however the cost benefit for such
activities must be considered. OREF would like to be sure that the budget for such
activities is properly socialised and accounted for. Given the necessity for installing
renewables in remote locations it is inevitable that there will be visual impact, however
the visual impact of invasive species and drought caused by carbon dioxide poisoning of
the atmosphere and corresponding climate change run the risk of not being similarly
recognised.

Undergrounding may be important to some people, but it should not be undertaken at the
expense of low carbon generation expansion.

In terms of the wider impact of cabling: OREF would draw attention to the specific need
to make sure that there is sufficient ‘future proofing’ to proposals early enough in the
system. When new lines are to be proposed OREF would like to be sure that full attention
is paid to the options to increase pole specifications above that presently needed in order
to provide a simple and less disruptive means of upgrading at a later date. An example in
transmission is the stringing of the second circuit on the Dounreay line. Had sufficient
space not been left then this would have been impossible and expansion held back.
OREF is concerned to make sure similar opportunities to put in sufficient poles and
infrastructure is considered in planning.

OREF would further suggest that the ‘optioneering’ undertaken when proposals are being
developed is more fully shared before applications are made. In this way the
opportunities to attract other developers to marginal schemes, or generate capacity uplift
will be maximised.




Question 10: Do your expenditure levels meet OREF’s expectations? No.

As stated above, OREF believes that there are 2 problems:
1. That the focus on your safety and reliability of supply in this report is
inappropriately skewing the direction you need to take. &
2. The overall level of investment is inadequate to secure the fundamental shift
needed in energy production.

It is impossible from the document to see how much increasing investment would cost.
The plans stated seem to lack the drive and focus that is required to build a sustainable
energy supply system and as a result the full picture is obscure. However the present
cost of 23p/day/household for the entire distribution process is tiny (Approx £850k/year in
Orkney) when compared to the utility received from the electricity network. The total R&D
spend planned of around £4M (fig 6) for the entire SSE network therefore looks
extremely weak and OREF would strongly support more muscular plans being put to
OFGEM for approval.

Given the importance of the gird OREF would support an overall increase in the sum

spent on investment to enable renewables and maximise the efficiency of the use of
electricity EVEN IF THIS RESULTS IN AN INCREASE IN BILLS.

Conclusion: OREF believes that you need to go further faster and recognises this will
not be without short term cost, but OREF believes the long term effect of such investment
will be a more sustainable community and more sustainable companies that serve it.

OREF looks forward to working more extensively with SSE in the coming exciting years,

Yours sincerely,

gl Ll

Neil Kermode
OREF Chair



