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 27 September 2019 
 
 
Dear Convener 
 
EU EXIT PREPARATIONS 
 
Thank you for your letter of 19 September 2019 inviting me to give evidence to the 
Committee.    
 
As requested, I have enclosed for the Committee’s consideration, our information on 
the Scottish Government’s preparations, within the energy remit, for a No Deal EU 
exit. 
 
This submission describes the challenges posed for the sector.  As well as 
considering the various constituents of Scotland’s energy system, it outlines the 
Scottish Government’s position in relation to emissions trading; innovation funding; 
the sector’s exposure to the cross-cutting issues that affect the economy as a whole; 
and provides the Committee with an update in relation to pertinent Statutory 
Instruments - efforts to manage potential deficiencies in the law that could arise from 
the UK leaving the EU without a deal. 
 
I look forward to discussing these issues with the Committee in further detail on 8 
October 2019. 
 
 
 
 
 
 
 

«Signature» 
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THE SCOTTISH GOVERNMENT’S ENERGY SECTOR PREPARATIONS 
NO DEAL EU EXIT 

 
Introduction  
 
1. The Scottish Government has a well-established and consistent position; opposing 

the UK‟s proposed departure from the EU, in line with the clear majority of votes in Scotland 

in the 2016 referendum.  The UK Government should take immediate steps to remove the 

possibility of a catastrophic No Deal exit.  However, while the risk of a No Deal exit remains, 

as a responsible Government, we are taking appropriate steps to mitigate its potential 

impacts where possible.   

 

2. The Scottish Government continues to prepare as best it can with the resources and 

levers available.  Given such resources and the limits on devolved competency, it will not be 

possible to mitigate all of EU Exit‟s harmful impacts.  Efforts are focused to ensure, that - 

where able to do so - Scotland, its communities, businesses and citizens are protected. 

 

3. Energy is a largely reserved policy area.  Consequently, managing the sector‟s EU 
Exit risks outlined herein is the responsibility of the UK Government.  According to the UK 
Government‟s Operation Yellowhammer publication, in a No Deal scenario, demand for 
energy will be met and there will be no disruption to electricity or gas interconnectors.1 
  
4. The clean, reliable and affordable supply of energy to Scotland‟s businesses and 

consumers is essential for our economic prosperity.  Renewable energy is an important 

aspect of this supply and in 2017, the Scottish low carbon and renewable sector supported 

circa 46,000 jobs - generating over £11 billion in turnover, with Scotland continuing to 

pioneer new and innovative technologies; as home to the world‟s first floating offshore wind 

farm and a centre of global excellence in wave and tidal power.  The growth of the 

renewables sector has been supported by government programmes and often delivers 

economic benefit to remote communities. 

 

5. There are clear synergies between the different energy sources in Scotland.  Another 

key component of our energy system is oil and gas, accounting for 78% of all Scottish 

energy consumption.2  The oil and gas sector alone delivered 9% of Scottish GDP in 2018, 

and the extraction of product is estimated to have been worth £16.2 billion in GVA to the 

Scottish economy.  The sector is also a significant exporter, 82.3% of Scotland's production 

is exported – totalling £17.4 billion in 2017.   

 

6. There is substantial employment and supply chain activity in the oil and gas sector.  

Total sales from Scottish oil and gas supply chain companies was £18.4 billion in 2017/18, 

with £9.7 billion of this attributed to international sales.  Much of this value is reflected across 

the supply of goods, professional services and the knowledge and technical expertise of the 

                                            
1
 UK Government, Operation Yellowhammer, Reasonable Worst Case Scenario Planning 

Assumptions, 2 August 2019, paragraph 5. 
2
 See Energy Statistics Database, available at: 

https://www2.gov.scot/Topics/Statistics/Browse/Business/Energy/Database 

https://www2.gov.scot/Topics/Statistics/Browse/Business/Energy/Database
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sector.  The wider oil and gas industry is estimated to currently support a total of 105,000 

jobs in Scotland when including direct, indirect and induced employment.3  

 
7. Key features of EU membership have proved to be of major benefit to the energy 
sector.  Being part of the internal energy market, for example, helps safeguard our energy 
security and brings lower cost energy to domestic consumers and businesses in GB and 
Scotland - by enabling cross-border interconnection with efficient market trading rules.  This 
allows operators to trade gas and electricity across markets without friction and guarantees 
rights for consumers around switching energy suppliers and transparency over pricing and 
billing.   
 
8. Access to the EU‟s carbon market through the EU Emissions Trading System has 
increased market liquidity to support the power sector and energy intensive industry to find 
the most cost effective route to decarbonisation.  Furthermore, EU frameworks have set 
legally-binding requirements to increase the share of energy from renewable sources and to 
improve energy efficiency across the economy; thus giving certainty to investors and helping 
drive the significant expansion of renewable generation in Scotland over the past decade, by 
requiring the UK Government to take action to design frameworks for support. 

 
9. Scotland‟s energy sector comprises several multinational companies - key players in 
our economy making substantial employment and GVA contributions.  It is a priority of the 
Scottish Government to protect industry from the harm of EU Exit where possible.  As well 
as business protection, the wider impact of EU Exit on further depreciation of Sterling4 ought 
to be borne in mind, as this may have a knock-on effect on the cost of energy for both 
domestic consumers and non-domestic consumers (particularly in vulnerable communities 
not connected to the gas grid where the cost of heating is often already higher, and where 
prices are not regulated by Ofgem). 
 
10. EU Exit presents challenges and risks across the energy sector.  This submission to 
the Economy Energy and Fair Work Committee describes the challenges posed for the 
sector -  particularly, as a No Deal exit during the Winter season is of greater consequence 
than were such a withdrawal to take place during a Spring or Summer season.   It addresses 
security of sources of energy supply, in particular: electricity supply; gas supply; fuel supply; 
biomass; and consequent energy pricing.  In addition to security of the various constituents 
of Scotland‟s energy system, this submission outlines the Scottish Government‟s position in 
relation to emissions trading; innovation funding; the sector‟s exposure to the macro cross-
cutting issues that affect the economy as a whole; and provides the Committee with an 
update in relation to pertinent Statutory Instruments - efforts to manage potential deficiencies 
in the law that could arise from the UK leaving the EU without a deal. 
 

 
Electricity Supply 
 
11. Electricity is reserved to the UK Government and we have engaged with BEIS, 
Ofgem and National Grid on this issue.  As a commodity, electricity is produced domestically 
or imported via interconnectors and, consequently, is not directly vulnerable to port 
disruption, congestion or delay.  The GB electricity market currently has 5 GW of 
interconnection, with an additional 6.7 GW under development or approved under the Cap & 

                                            
3
 See also Oil & Gas UK‟s Workforce Report 2019, available at: 

https://oilandgasuk.co.uk/product/workforce-report/  
4
 Scottish Government central economic planning assumptions, together with Bank of England 

forecasts, indicate that a depreciation of Sterling in the magnitude of 10% - 30% could occur following 
the UK‟s withdrawal from the EU: https://news.gov.scot/news/economic-impact-of-no-deal-brexit  

https://oilandgasuk.co.uk/product/workforce-report/
https://news.gov.scot/news/economic-impact-of-no-deal-brexit


Economy Energy and Fair Work Committee                                                                    8 October 2019 

3 of 13 

 

Floor regime.5  The GB market currently relies on interconnectors for around 6% of the total 
demand for electricity, with an expectation that this will increase in future years when new 
capacity commissions. 
 
12. In the event of a No Deal exit European energy law will no longer apply and the UK‟s 
electricity markets will be decoupled from the Internal Energy Market.  Cross-border flows 
across electricity interconnectors will no longer be governed by EU legislation which 
provides for efficient trade and cross-border cooperation in operating the electricity system.  
Without these arrangements, alternative trading arrangements will be required. 
 
13. The UK Government planning assumption states that the demand for energy will be 
met and there will be no disruption to electricity interconnectors.6 
 
14. Ofgem has been consulting with industry on licence changes required for No Deal 
EU exit, and industry are leading on the necessary code changes.  Continental 
interconnector operators have consulted on Access Rule changes required in the event that 
a No Deal EU exit results in loss of single day-ahead market coupling and it is anticipated 
that they will be able to continue operating under these new rules.  
 
15. National Grid previously published an assessment of the risk of EU exit in their 
Summer Outlook,7 which stated: “We anticipate no additional operability challenges for  this 
summer as a result of  the UK’s planned exit from  the EU.  We have tested our planning 
assumptions in a  broad range of scenarios and via engagement with industry.  These 
scenarios fall within our normal contingency planning”.  We understand from National Grid 
that the Winter Outlook, due for publication in October, will provide similar assurance.  
 
16. Information from industry stakeholders also suggests that the likelihood of electricity 
supply disruption as a result of a No Deal EU exit is low.  The sector has undertaken a 
detailed investigation of their supply chains and have ensured stocked critical spares. 
 
17. We will continue to work closely with the UK Government, National Grid, Ofgem and 
industry in the lead up to and aftermath of any No Deal exit - in order to ensure that any risks 
affecting the supply of electricity are appropriately identified and addressed. 
 
 
Gas Supply 
 
18. The security of gas supply is reserved to the UK Government.  The UK gas market is 
a liquid, well-developed market and provides security through diversity of supply - the 
majority of which does not depend on the EU. Gas is produced domestically and also 
imported/exported via 3 interconnectors (the physical structures that transport gas across 
borders), pipelines or shipped as liquefied natural gas (LNG).   Consequently, it is not 
vulnerable to Channel port disturbance, congestion or delay as may be the case with other 
commodities.    
 
19. There is a strong seasonal pattern in the trading of gas with the UK exporting gas 
during the summer months and importing during winter and early spring.  Imports serve 

                                            
5
 Ofgem regulated scheme where developers identify, propose and build interconnectors with a 

mechanism to regulate how much money a developer can earn once in operation. 
6
 UK Government, Operation Yellowhammer, Reasonable Worst Case Scenario Planning 

Assumptions, 2 August 2019, paragraph 5. 
7
 National Grid, Summer Outlook, page 2, available at: 

https://www.nationalgrideso.com/insights/summer-outlook  

https://www.nationalgrideso.com/insights/summer-outlook
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approximately 50% of GB demand throughout the year; arriving from several sources which 
include Norway, the Continent, and across the world using LNG.8 
 
20. If the UK leaves the EU without a deal, the mechanisms of cross-border trade for gas 
are not expected to fundamentally change according to the UK Government.9  The Scottish 
Government has undertaken engagement with BEIS and National Grid (Great Britain‟s 
Transmission System Operator) to ascertain any issues related to the security of gas supply.   
 
21. The UK Government planning assumption states that the demand for energy will be 
met and there will be no disruption to gas interconnectors.10   
 
22. The UK‟s interconnector operators currently use the PRISMA gas capacity trading 
platform in order to allocate capacity at interconnection points. National Grid‟s intention is to 
continue using the PRISMA platform.  The UK Government has advised that, in the UK, 
there are no planned changes to either trading arrangements, the approval processes, or 
requirements for access rules.  Ofgem has also engaged with interconnectors and 
neighbouring regulatory organisations to understand the need for changes to access rules 
and charging methodologies in different EU Exit scenarios.  Ofgem has not identified any 
changes which require to be made prior to Exit Day to ensure operability.11  
 
23. In terms of operation of the supply network, our engagement with industry 
representatives, the system operator and UK Government has indicated that the gas 
network supply chain sector has undertaken an investigation of its supply chains.  We are 
informed that providers have stocked critical spares.   
 
24. To ensure that any risks which could affect the supply of gas are identified and 
addressed, we will continue to liaise with UK Government, National Grid, Ofgem and 
industry, in the lead up to and aftermath of any No Deal exit. 
 
 
Fuel Supply: Production & Distribution 

 
25. Security of fuel supply is reserved to the UK Government.  The Scottish Government 
has undertaken engagement with BEIS and industry to understand any risks that the 
industry faces and to ensure that all necessary preparations are in place.   
 
26. Transport fuels consumed in the UK are derived from a mixture of domestic refining 
and importation of refined products.  Crude oil and petroleum products are traded through 
liquid international markets.  The UK trades widely and imports come from a diverse range of 
sources which provides security of supply.  We understand from our stakeholder 
engagement that sufficient supplies of major fuel products consumed by UK businesses and 
consumers (including diesel, petroleum, jet fuels) will remain available through existing 
markets and supply routes from the EU and the rest of the world. 
 
27. Feedback from the upstream oil sector - as with a number of other industries - 
suggests, that, given the cross jurisdictional nature of their operations, the areas of concern 

                                            
8
 Gas security of supply, Ofgem, available at: https://www.ofgem.gov.uk/gas/wholesale-market/gas-

security-supply  
9
 UK Government: Guidance, Gas markets and preparing for Brexit, available at:  

https://www.gov.uk/guidance/gas-markets-and-preparing-for-eu-exit  
10

 UK Government, Operation Yellowhammer, Reasonable Worst Case Scenario Planning 
Assumptions, 2 August 2019, paragraph 5. 
11

 Ofgem, Preparing for EU Exit, available at: https://www.ofgem.gov.uk/about-us/ofgem-and-
europe/preparing-eu-exit  

https://www.ofgem.gov.uk/gas/wholesale-market/gas-security-supply
https://www.ofgem.gov.uk/gas/wholesale-market/gas-security-supply
https://www.gov.uk/guidance/gas-markets-and-preparing-for-eu-exit
https://www.ofgem.gov.uk/about-us/ofgem-and-europe/preparing-eu-exit
https://www.ofgem.gov.uk/about-us/ofgem-and-europe/preparing-eu-exit
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are the cross cutting risks regarding the free movement of supplies, labour and data.  These 
are outlined later in this submission. 

 
28. Grangemouth Refinery, operated by Petroineos Manufacturing Scotland Ltd 
(Petroineos), is one of six refineries in the UK, and has a refining capacity of 210,000 barrels 
per day.  The refinery plays a leading role in supplying Scotland‟s fuel demand, is of 
strategic importance to Scotland‟s energy supply and is a significant source of employment 
and economic activity.  The refinery is connected to the Forties Pipeline System (FPS) for its 
crude oil intake from the North Sea and connected to Finnart Ocean Terminal for crude oil 
import and finished products export.12 
 
29. BEIS planning assumptions are that regional traffic disruption caused by border 
delays could affect fuel distribution within localised areas, particularly if traffic queues in Kent 
block the Dartford crossing.  Customer behaviour “could lead to local shortages in other 
parts of the country”.13   
 
30. We continue to engage with Petroineos across a range of issues, including EU Exit, 
and welcome this positive and constructive dialogue.  The Cabinet Secretary for Finance, 
Economy and Fair Work met the Petroineos Senior Management team on September 4th, 
and discussed the opportunities and challenges the sector faces. 
 
31. Petroineos have planned responsibly in preparation for a No Deal exit, and worked 
actively with their supply chain to mitigate the risk including, where possible, holding 
additional stock of certain key materials.   
 
32. Petroineos‟ focus remains on the safe reliable provision of fuels for their customers, 
and developing investment opportunities to continue to grow their business in Scotland.   
 
33. PetroChina and INEOS shareholders remain committed to refinery operations at 
Grangemouth, and will continue to work with both Scottish and UK Government to ensure 
the implications of a No Deal EU exit are fully understood. 
 
34. The Scottish Government has also engaged with fuel suppliers, who do not anticipate 
a No Deal EU Exit adversely impacting the number or nature of fuel supply points served.  In 
Scotland 6% of households use oil as their primary heating fuel.14  Households using oil are 

predominately found in rural areas,
15

 with 32% of rural households relying on heating oil as 

the primary fuel to heat their homes.   
 
35. In addition to domestic production, LPG (liquefied petroleum gas) and LNG also 
arrive at terminals located outside of Scotland (i.e. Immingham and Isle of Grain) and there 
are no expected issues with moving fuel from these sources.  Existing practice is to ensure 
that there is a contingency reserve on Scottish islands to allow for delays for the delivery due 
to any severe weather problems.  Likewise, specifically in relation to heating supplies, our 
engagement suggests that significant quantities of heating oil are stored at distribution 
depots, alongside end users often storing months‟ worth of supplies.  Engagement with 
industry partners has not identified any issues with continuity of supply.  
 

                                            
12

 https://www.petroineos.com/refining/grangemouth/  
13

 UK Government, Operation Yellowhammer, Reasonable Worst Case Scenario Planning 
Assumptions, 2 August 2019, paragraph 14. 
14 Source: Combined 2015 – 2017 Scottish House Condition Survey. 
15

 Based on the Scottish Government‟s 2013/14 urban-rural classification system which classifies 
settlements of 3,000 or more people as urban areas. 

https://www.petroineos.com/refining/grangemouth/
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36. In relation to fuel supply, the Scottish government shall continue to closely engage 
with industry representatives, Transport Scotland and the UK Government counterparts (to 
ensure that lines of communication and plans are effective) as we approach exit date and 
the immediate aftermath.   This will enable close monitoring of fuel supply and any 
associated issues, and ensure that any impacts on Scottish interests are identified and 
addressed.   

 
Biomass 
 
37. Supply of biomass to retail heat consumers is primarily in the form of „premium‟ or 
„heating grade‟ „ENplus‟ pellets16.  Premium quality pellets are used in smaller biomass 
combined heat and power (CHP) plant and in domestic scale biomass boilers.  Through our 
engagement with major biomass suppliers, the Scottish Government understands that 
Scotland produces circa 227,500 tonnes a year of premium pellets and that Scotland‟s 
domestic consumption is only around 100,000 to 130,000 tonnes per annum.   
 
38. There are an estimated 6,700 biomass boilers in Scotland, the majority of which 
(over 90%) are smaller boilers in the domestic and commercial sector which are unlikely to 
hold long term supply contracts.  Consumers that do not hold long term supply contracts are 
therefore more vulnerable to market challenges (complications with harvesting, for example) 
.  We are currently working with industry on our Bioenergy Action Plan, and will consider 
actions to support strategic planning for resilience purposes as part of this.   
 
39. We are continuing to monitor the stock levels and any production challenges in the 
Scottish biomass pellet supply chain ahead of EU Exit - through engagement with the major 
producers and distributors.  At this stage we do not anticipate any supply disruptions as a 
result of EU Exit.  However, we will continue to monitor this through regular engagement and 
reporting with the industry.  This will allow the Scottish Government to accurately report back 
to the Committee in the weeks immediately following any No Deal Exit if so requested.  
 
 
Energy Prices 
 
40. Energy retail markets and consumer protection remain reserved to the UK 
Government.  Nevertheless, the Scottish Government is alert to the potential impacts of EU 
Exit on energy consumers and energy prices.  Our Energy Consumer Action Plan sets out 
our ambitions to support the energy consumer, particularly the vulnerable.  It recognises, 
that, whilst consumer advocacy is devolved, the substantive actions to support consumer 
protection are reserved to the UK Government.  The UK Government‟s planning assumption 
is that “Low income groups will be disproportionately affected by any price rises in food and 
fuel.”17 
 
Regulated sectors: Gas & Electricity 
 
41. Residential gas and electricity customers are protected by Ofgem through its 
regulation of gas and electricity prices.  Ofgem‟s regulatory role will be important in 
mitigating any potential price rises for these consumers.  Given that around a third of 
Scottish households are on fixed energy deals, those fixed tariff customers will only 

                                            
16 This is the widely accepted European standard for wood pellets introduced in 2011 (EN' 14961=2), 

and the ENplus® certification it established for pellets is used for heating as opposed to uses in other 
markets. 
17

 UK Government, Operation Yellowhammer, Reasonable Worst Case Scenario Planning 
Assumptions, 2 August 2019, paragraph 17. 
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experience price changes when their fixed deal comes to an end and move to either a 
capped default tariff, or actively switch to a better deal.  Our engagement with the UK 
Government has informed that fixed tariffs are more likely to be determined by the price of 
nearer-term wholesale contracts.   This means that fixed tariff customers could potentially 
see the removal of the most competitive offers if there was a material and sustained upward 
cost pressure, but there is no guarantee of this - as other costs and commercial 
considerations are also drivers. 
 
42. For consumers not on fixed deals, the Ofgem price cap serves to limit the unit cost 
that suppliers can charge per kWh of energy used.  Ofgem recently announced that for the 
period October 2019 to March 2020, the cap will be lowered by £75 for consumers on a 
default tariff, and by £25 for prepayment meter customers.  Therefore, based on average 
consumption, households in the near future may see a reduction in fuel costs that would be 
sustained to April 2020.  On this basis, the UK Government is planning on the assumption 
that a No Deal exit  cannot impact cap levels until 1 April 2020.   However, any increases in 
wholesale costs created as a result of a No Deal exit are likely to feed through to household 
fuel bills beyond the April 2020 cap end date.  As noted above, the main impact of a No Deal 
scenario on energy prices (over and above normal variations in wholesale prices) would be 
driven primarily by any depreciation in the value of Sterling.  Given that seasonal demand for 
energy begins to fall from April onwards, this may reduce to some extent any threat of a 
price rice during summer 2020. 
 
Unregulated Sectors 
 
43. The unregulated sectors have historically experienced significant price fluctuations – 
the price of oil, for example, and EU exit provides further price uncertainty.  For consumers 
in unregulated parts of the market which are not covered by Ofgem price controls (such as 
those who rely on heating oil or biomass purchased on the open market), there is a greater 
likelihood of energy cost increases in the short term.    The price of retail heating oil is 
primarily driven by the global crude oil market price - traded in US dollars - where a larger 
share of the retail price (compared to regulated sectors like electricity or gas) is wholesale 
costs.  This again highlights the risk of exposure for these consumers of any depreciation in 
the value of Sterling, where exchange rate impacts could potentially feed through into retail 
prices.  These impacts would be concentrated in rural Scotland where, as mentioned above, 
32% of households rely on heating oil as their primary fuel.18   
 
 
Emissions Trading 
 
44. Emissions Trading is a largely devolved matter (save for the auctioning of 
allowances, which is reserved to the UK Government).  Portfolio responsibility sits with the 
Cabinet Secretary for Environment, Climate Change & Land Reform.  However, the 
operation of emissions trading has a significant impact on the energy sector.  
 
45. The EU Emissions Trading System (EU ETS) is the primary mechanism to deliver 
emissions reduction from energy intensive industries and the power sector, currently 
accounting for around quarter of Scotland‟s emissions.  The Scottish Government has stated 
clearly that its preference is to remain in the EU ETS after EU Exit - to maintain access to 
the EU carbon market, ensuring cost effective decarbonisation and providing protection for 
industry against carbon leakage.  However, if Scotland cannot remain in the EU ETS, we 
support a UK ETS linked to the EU ETS, as set out in the UK‟s Political Declaration with the 
EU.  The Scottish Government has consulted jointly with the UK Government and the other 

                                            
18

 6% of all Scottish households use heating oil as the primary fuel source. 
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devolved administrations (2 May - 12 July) on such a UK ETS in the event of a deal with the 
EU.  A consultation response will be published in due course.  
 
46. In a No Deal exit scenario, we can no longer participate in the EU ETS.  In this case, 
the UK Government has already announced that a Carbon Emissions Tax of £16/tCO2 
would be introduced on 4 November 2019.  This would apply to the EU ETS population on 
emissions above their ETS free allocation amount (with the exception of aviation). The 
Scottish Government does not support replacing a devolved ETS with a reserved long term 
carbon tax.  A tax would reduce the accountability to the Scottish Parliament for our single 
largest mechanism to deliver carbon emissions reductions under the Climate Change Act 
2009, and would not respect the JMC(EN) principles agreed in October 2017 that future 
frameworks would lead to “a significant increase in devolved administrations‟ decision 
making”. 
 
47. Continued uncertainty over the future approach to carbon pricing following a No Deal 
exit would damage the investor signal for decarbonisation in energy intensive industries and 
the power sector – where the carbon price feeds through into the electricity price.  A fixed tax 
operating on an annual basis would struggle to match the dynamic daily trading prices of the 
EU ETS and in the long term could risk divergence and loss of the level playing field for 
carbon prices with the EU (the proposed price of £16/tonne is substantially below the current 
EUA price of €26/tonne).  There are also no commitments under a UK carbon tax to replace 
the funding for industrial decarbonisation through the EU ETS Innovation Fund (to support 
crucial technologies such as carbon capture and storage for sectors like steel and cement), 
which is currently worth €10-12 billion and to which Scottish and UK participants would no 
longer be allowed access. 
 
 
EU Low Carbon & Innovation Funding 
 
48. EU finance has provided critical support for investment in the Energy sector, covering 
in particular the development of new infrastructure, in gas and electricity networks, and in 
renewables projects over the last decade.  Loans from the European Investment Bank (EIB) 
run into the tens of billions and have been a major factor in the decarbonisation of the 
Scottish energy system.  Scotland has benefitted from several transformative EIB loans of 
magnitude, most recently the subsea transmission line connecting Caithness to Moray 
(£500m), the Beatrice offshore wind farm (£525m), and 2 major upgrade programmes for the 
onshore electricity networks. 
 
49. EU regional development funding underpins the multi-million pound Low Carbon 
Infrastructure Transition Programme, which supports the acceleration of low carbon 
infrastructure projects across the public, private and community sectors to develop 
investment grade business cases to help projects secure public and private capital finance.  
Calls under the programme have supported the development of projects in energy efficiency, 
water source heat pumps, innovative local energy systems, and geothermal energy.  The 
wave and tidal sector has also benefited significantly from EU collaboration and support for 
innovation through the Ocean Energy ERA-NET and ERA-NET Co-Fund initiatives, where 
Scotland has worked with partners in France, Spain, Ireland, Portugal and Sweden, with EU 
co-financing to support calls for transnational collaborative projects to demonstrate and 
validate innovative technologies for ocean energy.    
 
50. The risk of loss of access to EU funding, particularly for small-scale, nascent 
innovative low carbon technologies like wave and tidal power, or major capital-intensive 
solutions like carbon capture and storage (CCS) would be significant.  That is why the 
Scottish Government has pressed the UK Government to ensure that in consulting jointly on 
the future of the EU ETS, that continued funding should be available to support the 
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technologies necessary for industrial decarbonisation (such as CCS) – which would be lost 
without access to the EU ETS Innovation Fund (worth €10-12 billion) or equivalent UK 
funding under a UK ETS.  Moreover, Scotland would not only lose access to EU low carbon 
funds, but also access to the networks and collaborative partnerships where it could no 
longer participate – particularly, collaboration around emerging technologies which will have 
a key role to play in decarbonisation efforts across Europe (such as wave, tidal and CCS).   
 
 
Statutory Instruments 

 
51. The Scottish Government is working to agree the content of required changes to 
legislation to address deficiencies generated by the UK‟s withdrawal from the EU.  This has 
been undertaken in accordance with the protocol between the Scottish Government and 
Scottish Parliament in relation to UK SIs to be made or laid under section 8 of the European 
Union Withdrawal Act 2018 which are to include provision on Scottish devolved matters.  
The following table presents a summary of SIs in relation to energy, with devolved elements, 
which have completed the protocol process thus far: 
 

Statutory 
Instrument 

Function Date Laid 

The Storage of 
Carbon Dioxide 
(Amendment) 
(EU Exit) 
Regulations 
2018. 
 
2019/544 

Instrument amends UK secondary legislation regulating 
geological storage of carbon dioxide (“geological storage”).  
The amended legislation is retained EU Law because it 
implements EU Directive 2009/31/EC on the geological 
storage of carbon dioxide (“CCS Directive”).   
 
Without the CCUS EU Exit SI, in a No Deal scenario the UK 
licensing regime for geological storage will cease to 
function adequately, preventing CCUS projects in UK 
waters (and onshore in England) from proceeding.   
 
In particular, the licensing authority would be unable to 
grant the legal consent necessary for geological storage to 
occur (i.e. a storage permit) and would be obliged to 
consult the European Commission about decisions taken 
as part of this process.  Provisions imposing obligations 
and liabilities on geological storage site operators would 
also cease to function or function sub-optimally where 
defined with reference to legislation implementing the EU 
Emissions Trading Scheme (“EU ETS”) and other EU 
Directives.  This instrument makes technical changes to the 
retained EU law so that it operates effectively in domestic 
law; the requirement to undertake MRV for existing 
participants will continue outside of the EU ETS in a No 
Deal. The instrument will also revoke retained EU law 
relating to the surrender and trading aspects of the EU 
ETS, which can no longer operate in the UK after exit. 
 
Notified to ECCLR committee. 
 

17 December 
2018 

CRC Energy 
Efficiency 
Scheme 
(Amendment) 

The CRC Order provides an exemption from the Carbon 
Reduction Commitment Scheme for energy use that is 
supplied for the operation of a European Union Emissions 
Trading Scheme (EU ETS) installation and another 

22 November 
2018 

http://www.legislation.gov.uk/uksi/2019/544/contents/made
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52. The following provides a summary of SIs which remain outstanding and require to be 
progressed: 
 

Order (BEIS) 
 
2018/1336 

exemption for energy supplied for specified processes as 
per NACE Revision 2.  NACE is the European 
Classification of Economic Activities. Supplies that are 
exempted by reference to NACE Revision 2 are those for 
mineralogical and metallurgical processes and are those 
involved in the manufacture of mineralogical or 
metallurgical products. The instrument will ensure that 
these exemptions continue to apply as they were prior to 
EU Exit day. 

The Greenhouse 
Gas Emissions 
Trading Scheme 
(Amendment)(EU 
Exit) Regulations 
2018 [No deal] 
(BEIS) 
 
2019/107  
 

First EU ETS No Deal SI: 
 
In the event of a No Deal exit from the European Union, the 
UK would not have an agreement in place to continue 
participating in the EU Emissions Trading Scheme (EU 
ETS). The UK would therefore leave the EU ETS on exit 
day, making the existing legislation inoperable. The 
instrument revokes certain provisions that will cease to 
apply on exit day and amends others so that they will 
continue to be operable after exit day. 
 
Notified to ECCLR committee. 
 

11 December 
2018 

The Renewables 
Obligation (EU 
Withdrawal) 
Regulations  
(BEIS) 
 
2019/35 
 

This instrument amends the Renewables Obligation 
legislation to ensure that the current requirements for 
supporting renewable electricity generated from bioliquid 
fuels derived from crops grown in the UK are maintained. 

16 January 2019 

The Greenhouse 
Gas Emissions 
Trading Scheme 
(Amendment) 
(EU Exit) (No. 2) 
Regulations 2019 
 
2019/916 
 

Second EU ETS No Deal SI 
 
Makes further technical fixes to ensure the recent changes 
made at EU level are retained following EU Exit. This is a 
continuation of the policy approach in the first SI.  
 
Notified to ECCLR committee. 

5 April  
2019 

Statutory 
Instrument 

Function Status Comment 

Renewable 
Energy, Energy 
Efficiency and 
Motor Fuel 
Emissions 
(Miscellaneous 
Amendments) 
(EU Exit) 
Regulations 

This instrument corrects deficiencies resulting from EU 
Exit for the following areas of EU law, to ensure that 
they remain operable following EU Exit: 

 Renewable Energy Directive: 2009 – which sets 
collective EU binding community target of 20% 
total energy from renewable sources by 2020 
through national targets, including provisions for 
the supply of renewable transport fuels.  

 Energy Efficiency Directive: 2012 – sets EU 

Not laid – Pending 
confirmation by 
BEIS  

http://www.legislation.gov.uk/uksi/2018/1336/contents/made
http://www.legislation.gov.uk/uksi/2019/107/pdfs/uksi_20190107_en.pdf
http://www.legislation.gov.uk/uksi/2019/35/made
http://www.legislation.gov.uk/uksi/2019/916/contents/made
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53. Ongoing efforts to develop and lay SIs in line with the established protocol 
(concerning matters of devolved competence) require consideration of the respective, and at 
times differing, policy perspectives of the UK and Scottish Governments.  One such policy 
difference is the future relationship sought with the EU on energy and climate policy.   
  
54. The EU is building an energy union that ensures Europe's energy supply is safe, 
viable and accessible. It comprises 5 dimensions: security, solidarity and trust; a fully 
integrated internal energy market; energy efficiency; climate action – decarbonising the 
economy; and research, innovation and competitiveness.  The UK Government is proposing 
to repeal, or not transpose, several pieces of legislation that provide the foundations for the 
energy union: 
 

 The Regulation on the Governance of the Energy Union and Climate Action (the 
Governance Regulation) entered into force on 24 December 2018.  As a regulation of the 
European Parliament and Council, it has direct legal effect, meaning that no Member 
State action is necessary to transpose its provisions into domestic law.  Designed to 
enable the EU to meet its 2030 targets, it establishes an EU-wide governance regime to 
stimulate cooperation between Member States and sets out how Member States will 
report to the Commission on energy contributions (through the submission of National 

2019(BEIS) 

 

measures for 2020 20% energy efficiency target.  
 
(NB.  It does not make provision for future transposition 
of the 2018 recast of the EU Renewable Energy 
Directive (RED II)  EU target of 32% by 2030, nor the 
2018 recast of the EU Energy Efficiency Directive EU 
target of 32.5% by 2030). 

EU Governance 
of Energy Union 
& Climate Action 
SI Regulation  

The EU‟s Regulation on the Governance of the Energy 
Union and Climate Action (the Governance Regulation) 
entered into force on 24 December 2018. Designed to 
enable the EU to meet its 2030 targets, it establishes an 
EU-wide governance regime to stimulate cooperation 
between Member States and sets out how Member 
States will report to the Commission on energy 
contributions (through the submission of National 
Energy and Climate Plans). 
 
The UK Government proposes to repeal in its entirety 
this regulation. 

The UK 
Government 
intends revoke the 
regulation via SI. 
 

Greenhouse gas 
emissions (EU 
Effort Share, 
Monitoring 
Mechanism, Land 
Use etc.) 
(Amendment and 
Revocation) 
Regulations 
(BEIS) 

The EU Effort Share Regulation aims to tackle 
emissions in sectors of the economy that fall outside the 
scope of the EU ETS, for example transport, buildings 
and agriculture.  The UK Government proposed SI 
corrects legislative deficiencies resulting from No Deal 
EU Exit by revoking retained direct EU Effort Share 
Regulation and related EU and subordinate UK 
legislation.  
 
This effect of the SI it to remove obligations to report to 
the EU on emissions in the Effort Share sectors, and 
make modifications to allow the UK to operate a UK 
Registry for the purposes of reporting to the United 
Nations Framework Convention on Climate Change 
(rather than via the EU).  

Not laid - Pending 
confirmation  
by BEIS  
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Energy and Climate Plans).  The regulation also comprises provisions to facilitate the 
Commission‟s scrutiny of Member States‟ policies and performance, issuing Commission 
recommendations where there has been insufficient ambition or progress.19 
 

 Renewable Energy Directive 2009: establishing a collective EU binding community target 
of 20% total energy from renewable sources by 2020 through national targets (2018 
Recast Directive increased EU target to 32% by 2030).  

 

 Energy Efficiency Directive 2012: establishing EU binding measures for a 2020 collective 
20% energy efficiency target (2018 Recast Directive increased EU target to 32.5% by 
2030).  

 

 EU Effort Share:  Regulation to tackle emissions in sectors of the economy that fall 
outside the scope of the EU ETS, for example transport, buildings and agriculture. 
 

55. The revocation or lack of transposition of elements of the above instruments would 
result in a significant void in UK governance of energy and climate.  
 
56. EU legislation has played an unquantifiable but significant (and increasing) role in 
stimulating Member State action to support renewable energy, energy efficiency, and climate 
ambition.  Targets, joint cooperation mechanisms, and common reporting have given 
certainty to investors and transparency for consumers.  The role of the EU in driving climate 
ambition within Member States and on the international stage is likely to become more 
important over time. 
 
57. Under the terms of Withdrawal Agreement, the UK had agreed to „close cooperation‟ 
with the EU, and we had expected the UK to continue to participate in, or keep pace with, 
EU mechanisms.  However, recent announcements suggest that this position may have 
changed and the UK Government is no longer as committed to strong level playing field 
provisions (which include environment and climate change) in any potential Free Trade 
Agreement between the EU and UK. 
 
58. The Scottish Government has noted the advice of the Committee for Climate 
Change: that joint, coordinated action across all four countries of the UK will be necessary to 
achieve our net zero targets.  The Scottish Government is of the view that strong UK-wide 
governance arrangements - that respect devolved competences - are needed for energy and 
climate change after the UK leaves the EU.  We continue to work in partnership with the UK 
Government and the other Devolved Administrations towards such arrangements. 

 
 
Cross Cutting Issues 

 
59. We have undertaken significant stakeholder engagement with key parties across 
Scotland‟s energy sector and shall continue to do so as we approach exit date.  The Scottish 
Government appreciates this beneficial engagement and is particularly grateful for industries‟ 
openness in discussions – as well as the diligent preparations undertaken.  This 
engagement has informed us of the wider risks and challenges that are presented to our 
stakeholders.  Many of these risks are not energy-specific, rather, they are macro, cross 
cutting issues which will affect the economy as a whole.  Scotland‟s energy sector also 
requires tariff-free access to markets, elimination of non-tariff barriers in trading goods and 
services, and free movement of labour and data.   

                                            
19

 Regulation on the Governance of the Energy Union and Climate Action ((EU)2018/1999) Articles 
29-34.  
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60. The European Single Market eliminates technical barriers to trade. This is achieved 
by a combination of “mutual recognition”, whereby national governments recognise the 
regulations in force in EU partner countries as equivalent to their own regulations, and a 
harmonisation of standards in cases where they do not accept equivalence.  This has 
resulted in the elimination of the vast majority of tariffs and technical barriers to trade in 
goods preventing divergent national rules and regulations governing the production, 
distribution, marketing and sale of the products - which businesses buy as part of 
international supply chains.20  These supply chains are increasingly characterised by global 
value chains, where parts and components are traded across borders multiple times, and 
between companies who increasingly operate with lean inventories – made possible by the 
absence of trade barriers.  In addition, the trade of some goods and services are indivisible; 
for example, the provision of high value manufacturing goods often carries also warranties 
and service support packages.  
 
61. Tariff-free access, the elimination of non-tariff barriers and quick and efficient 
customs procedures are indispensable to the functioning of these supply chains.  Any future 
barriers to trade would be expected to increase the administrative and compliance costs of 
exporting to or importing from the European Single Market.  The introduction of tariffs may 
also either force companies in Scotland to raise their prices, thereby reducing their 
competitiveness, or reduce their profit margins - in turn undermining the resources available 
for future investment.   
 
62. The loss of Single Market membership will reduce the supply of skilled labour and EU 
migration to Scotland.  Given the global nature of many of our sectors and businesses, the 
frictionless movement of people is crucial to ensure that there is no increase in labour costs 
and to ensure access to the appropriate skills base.  The energy sector, like many others 
within the Scottish economy, relies on the contribution of specialist services and the 
accreditation of these skills across markets.  Any constraints or delays on energy firms to 
source these specialisms could potentially result in higher cost operations and infrastructure 
development.  

 
63. Alongside labour, arrangements must facilitate the flow of data.  Many integrated 
companies share data across multiple locations and representatives have expressed to the 
Scottish Government their concerns; with doubt cast over their continuing ability to do so.  
Frictionless data flow is an integral part of day to day industrial operations. 
 

 
Scottish Government Coordinated Response to No Deal EU Exit 

 
64. The Scottish Government has confirmed that in the event of a No Deal Exit, the 
Scottish Government will activate its emergency response arrangements through SGoRR, 
and associated meetings of the Ministerial “Resilience Committee”. 

65. The principal role of SGoRR is to facilitate strategic decisions and/or facilitate co-
ordination of immediate actions to respond to any civil contingencies impacts (any impacts 
that are causing, or have potential to cause, serious damage to human welfare, such as loss 
of life, illness or injury; homelessness or damage to property; disruption to the supply of 
money, food, water, energy or fuel; disruption of health services; disruption of a 
communication system; disruption of transport; or serious damage to the environment). 

                                            
20

 The critical importance that the Scottish Government attributes to the Single Market is outlined in 
both The Scottish Government, Scotland’s Place in Europe  2016 and Scotland’s Place in Europe: 
Our Way Forward, 18 Oct 2018. 
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66. In doing so SGoRR will provide strategic direction, co-ordinate and support the 
activity of Scottish Government Directorates; collate and maintain a strategic picture of the 
emergency response; and ensure effective communication between local, Scottish and UK 
levels, including the co-ordination of situation reports.  SGoRR will support response efforts 
as appropriate, including the allocation of resources, and determine the Scottish 
Government's public communication strategy and co-ordinate national public messages in 
consultation with response partners such as Police Scotland, to disseminate national advice 
and information for the public, through the media and liaise with the UK Government.  

67. SGoRR will focus on co-ordinating the government response to critical, real-time civil 
contingencies impacts which result from a No Deal scenario.  Issues which do not meet this 
threshold will be managed by the wider Scottish Government No Deal response 
 
68. Scottish Government Directorates are responsible for developing, co-ordinating and 
advising Ministers on the identification and mitigation of risks associated with No Deal, for 
managing any issues which fall below the “civil contingencies” SGoRR threshold and for 
leading on longer-term recovery.  Scottish Government Directorates will also provide SGoRR 
with situational awareness and advice about any civil contingencies impacts arising as a 
result of Brexit that require immediate action, and cannot be dealt with locally, within 
individual portfolios.  The Scottish Government has confirmed that thematic „Hubs‟ are being 
established across the Scottish Government to help co-ordinate this work. 




