
 

 

Paul Wheelhouse, 

Minister for Energy, Connectivity 
and the Islands  

The Scottish Parliament 
Edinburgh 
EH99 1SP 

Tel: (0131) 348 5207 
RNID Typetalk 18001 0131 348 5207 

Sent by email only economyenergyandfairwork@parliament.scot 

 

 17 December 2019 

Dear Paul, 

The Committee recognises the key part that energy policy plays in achieving Scotland‘s 
climate change targets. 

Energy matters are largely reserved under Schedule 5 Head D of the Scotland Act 1998, 
and the Department for Business, Energy and Industrial Strategy is responsible for UK 
Energy Policy. However, the Scottish Government has responsibility for the promotion of 
renewable energy generation, energy efficiency, and the consenting of electricity 
generation and transmission development. It also has responsibility for the environmental 
impacts of energy infrastructure through planning controls. In addition, Scotland has a part 
to play in helping the UK meet global and European climate change targets. 

With regard to low carbon heat networks, their regulation, taxation and licensing is 
reserved. The Committee notes that the Scottish Government will be bringing forward a 
Heat Networks Bill in the new year 

The Committee has agreed to scrutinise the Scottish Government‘s energy statement on 
an annual basis.  This year, the Committee has focused this work on renewable heat; 
focusing on the 2020 target for non-electrical heat, but also considering wider issues.  

I am writing to set out the Committee‘s consideration of these matters.  An appendix 
summarising the evidence received, along with some context, is attached.  An annexe is 
also attached listing the points on which the Committee would welcome a response. 

As you are aware, the Scottish Government‘s 11% non-electrical renewable heat target 
was outlined in the 2010 Renewable Heat Action Plan which was later subsumed into the 
Routemap for Renewable Energy in Scotland.  

The Committee notes that the Climate Change Plan 2018 – 2032 (CCP) set out a further 
and more detailed set of heat targets for all non-industrial buildings (i.e. residential and 
non-domestic in public/commercial sectors), by 2032: 

 35% of domestic buildings' heat will be supplied using low carbon technologies, 
where technically feasible, and the buildings will be insulated to the maximum 
appropriate level. 

https://www2.gov.scot/Publications/2011/08/04110353/0
https://www.gov.scot/publications/scottish-governments-climate-change-plan-third-report-proposals-policies-2018/


 

 70% of non-domestic buildings' heat and cooling will be supplied using low carbon 
heat technologies. 

We also note that the CCP will be updated in light of the recent Climate Change Act.  This 
presents an opportunity to review the renewable heat target, along with other energy 
related targets falling within the remit of this Committee.  The Committee looks forward to 
scrutinising the revised CCP when it is published in Spring 2020.  The revised CCP also 
presents an opportunity to update the targets to reflect the overall net zero by 2045 
ambition.  We believe that challenging interim targets should be set to help us to work 
towards that ultimate goal. 

The Committee notes that the Energy Strategy (published in 2017) states: 

‗The Strategy‘s six priorities summarise our approach. They are flexible, able to 
respond to changes in individual technologies and wider market developments. Our 
focus is on the near term, rather than the full transition – on the next five years 
particularly, as we prepare to make the major medium and long-term decisions in 
the next decade.‘ 

In revising the CCP, the Committee invites the Scottish Government to consider whether 
the trajectory for taking strategic decisions about new technologies and fuels should be 
reviewed to ensure complete heat decarbonisation by 2045.   

We heard from Scottish Renewables that the upcoming CCP should include a low-carbon 
heat target which does not differentiate between electricity and non-electrical heat.1  The 
Existing Homes Alliance Scotland said that new targets should include a figure for reducing 
heat demand from buildings as a separate target for domestic and non-domestic 
buildings.2  We invite the Scottish Government to reflect on these suggested changes and 
to respond to the Committee on these points. 

The Committee notes from evidence received that the 11% non-electrical renewable heat 
by 2020 target is unlikely to be met.  We note the work being undertaken by the Scottish 
Government in this area but believe that further action is needed to work towards meeting 
the target. 

Evidence submitted to the Committee highlighted a plethora of renewable heat 
technologies, outlining the opportunities that they present and the barriers to their 
development. 

The Committee acknowledges that renewable heat technologies are still being developed.  
We ask the Scottish Government to set out what work it is doing to support the 
development of new technologies and supply chains to support the decarbonisation of heat 
in Scotland.  We note below the role of UK-wide initiatives such as the Renewable Heat 
Incentive (RHI). 

The Committee notes the role that electric heat could play in meeting Scotland‘s 
decarbonised heat targets.  The Common Weal Energy Working Group predicted the 
potential for a ‗perfect storm‘ for decarbonising heat arising around the mid to late 2020s, 
resulting from current and proposed policies and policy trajectories that will require 
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increasing amounts of renewable electricity to meet increasing demand from electric 
vehicles and (depending on the decisions now being made) significant increases in 
demand from heating technologies.3  We invite the Scottish Government to respond to this 
point. 

The Committee heard in evidence that work must begin now on addressing heat supply to 
off-gas properties.  This distinct category of properties has specific heating challenges.  
We believe that the Scottish Government should create a plan specifically aimed at 
decarbonising this heat supply, along with details of how this work will be resourced and 
carried out. 

The Existing Homes Alliance Scotland told us that public funding for the installation of high 
carbon heating systems (coal, oil and LPG) should be phased out as soon as possible, 
whilst continuing to tackle fuel poverty.  We agree that where public funding is being used 
to fund heating systems, the heat supply should be decarbonised. 

We welcome the Scottish Government‘s plans to ensure that from 2024 all new homes 
must use renewable or low carbon heat.  The Committee heard in evidence that the more 
challenging task is tackling existing buildings.  The Committee notes that the Scottish 
Government is carrying out research to inform this work.  The revised CCP should include 
plans for carrying out this work. 

It is still not clear what the alternative is to gas central heating; a clear sense of direction is 
needed for both industry and the general public.  As set out above, timescales should be 
set for decisions on the way forward. 

Thereafter, the Scottish Government could consider whether compulsion is needed.  There 
are already minimum energy efficiency standards for housing associations and private 
landlords.4  Consideration could be given to compelling  owners to meet decarbonised heat 
and minimum energy efficiency standards.  The existing minimum energy efficiency 
standards for housing associations and private landlords could be built upon.  

The Committee believes that the role of local authorities is important.  Local Heat and 

Energy Efficiency Strategies (LHEES), created by local authorities, set out long‑term 
approaches to reducing emissions from buildings and tackling fuel poverty by identifying a 
solution tailored to the local area, as well as identifying zones suitable for the development 
of heat networks.  In evidence we heard that local authorities should be sufficiently 
resourced and have the right skills to create and implement LHEES.  We invite the Scottish 
Government to respond to the Committee outlining steps that are being taken to ensure 
that local authorities are able to fully implement these strategies. 

The Committee notes the clear role of energy efficiency in heat demand reduction.  The 
Committee notes progress in introducing requirements for energy efficiency measures.  
The Existing Homes Alliance Scotland called for increased investment in energy efficiency.  
The Committee invites the Scottish Government to respond to this point and to set out its 
planned expenditure for the forthcoming budget.  The Committee will scrutinise the budget 
for energy efficiency in its next budget inquiry. 
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The Committee notes the role of the UK-wide RHI in encouraging uptake of renewable 
heat technologies amongst householders, communities and businesses through financial 
incentives.  We note that the RHI will end in 2021 with no plans in place for future subsidy 
for renewable heat.  The Committee will write to the UK Government, urging it to decide on 
a course of action at the earliest opportunity.  We will ask the UK Government to outline 
the steps to be taken as the follow on from RHI and other renewable heat measures.  
Confidence in funding is needed to continue investment in renewable heat.  

The Committee recognises the investment needed to promote and trial renewable heat 
technologies across Scotland to build an evidence base on which to progress towards 
renewable heat targets.  In setting the transition to net zero at the heart of SNIB‘s mission, 
the Scottish Government should use this opportunity to advance the projects that are 
needed to progress towards that target. 

As set out in evidence, the Scottish Government should continue to consider the skills 
needed for future heat provision.  We note that the Just Transition Commission has been 
established to advise Ministers on the development of a carbon-neutral economy that is 
fair for all.  There is a role for trade unions in facilitating this transition.   

The Committee notes the many policy streams aimed at heat decarbonisation in Scotland 
(as well as other strands of energy policy aimed at achieving the Scottish Government‘s 
climate change targets).  It was highlighted in evidence that the approach to this policy 
area must be strategic and joined up.  In our previous letter on a Publicly Owned Energy 
Company (POEC), we recommended that a body is needed to provide oversight, continuity 
and a long-term approach in this policy area.i  

We note from your letter of 9 October that that Scottish Government officials have received 
the outline business case for POEC and the Scottish Government is working with 
interested local authorities to discuss next steps.  We would welcome your full response in 
due course. 

The Committee agrees with evidence received that public enthusiasm for progressing 
towards Scotland‘s climate targets should be harnessed.  Information should be widely 
disseminated on renewable heat options and cost benefit analysis.  With high public 
interest in addressing climate change, this is a rare moment of opportunity to accelerate 
progress towards achieving renewable heat targets.  This includes regulations, incentives 
and investment.   

The Committee would welcome a response within two months of the date of this letter.   

Kind regards, 

 

Gordon Lindhurst 

Convener  

  

https://www.parliament.scot/S5_EconomyJobsFairWork/Inquiries/20191009-POEC-MinEIC.pdf


 

Annexe: Summary of points for a response 

1. We believe that challenging interim targets should be set to help us to work towards 
the ultimate goal of net zero by 2045; 
 

2. We invite the Scottish Government to consider whether the trajectory for taking 
strategic decisions about new technologies and fuels should be reviewed to ensure 
complete heat decarbonisation by 2045;   
 

3. We invite the Scottish Government to reflect on changes to targets suggested by 
witnesses and to respond to the Committee on these points; 
 

4. We ask the Scottish Government to set out what work it is doing to support the 
development of new technologies and supply chains to support the decarbonisation 
of heat in Scotland.  We note the role played by UK-wide initiatives such as the 
Renewable Heat Incentive (RHI); 
 

5. We invite the Scottish Government to respond to evidence on the potential need to 
increase renewable energy generation to provide for significant increases in 
demand from heating technologies;   
 

6. We believe that the Scottish Government should create a plan specifically aimed at 
decarbonising heat supply to off-gas properties, along with details of how this work 
will be resourced and carried out; 
 

7. We believe that where public funding is being used to fund heating systems, the 
heat supply should be decarbonised; 
 

8. We heard in evidence that decarbonising heat supply to existing buildings is 
challenging.  The revised CCP should include plans for carrying out this work; 
 

9. We invite the Scottish Government to respond to the Committee outlining steps that 
are being taken to ensure that local authorities are able to fully implement LHEES; 
 

10. We invite the Scottish Government to set out its planned expenditure on energy 
efficiency in the forthcoming budget; 
 

11. In setting the transition to net zero at the heart of SNIB‘s mission, the Scottish 
Government should use this opportunity to advance the projects that are needed to 
progress towards renewable heat targets; 
 

12. We would welcome your full response on our POEC letter in due course (including 
in relation to its potential oversight role in this policy area). 

 
  



 

Appendix: Renewable heat target - evidence 

Background 

1. The Scottish Government's Energy Strategy was published in December 2017. The 

Strategy undertakes to publish an Annual Energy Statement, which the Economy, 

Energy and Fair Work Committee (the Committee) has agreed to scrutinise.5 

  

2. At its meeting on 11 June 2019, the Committee decided to scrutinise the Energy 

Statement and to carry out a focused ‗health check‘ on the development and supply of 

renewable heat, particularly on progress towards the target of 11% of non-electrical 

heat demand from renewables by 2020.  

 

3. The Scottish Government‘s 11% non-electrical renewable heat target was outlined in 

the 2010 Renewable Heat Action Plan which was later subsumed into the Routemap 

for Renewable Energy in Scotland.  

 

4. An energy efficiency target was set to complement the renewable heat target to reduce 

total final energy consumption in Scotland by 12%. This was surpassed in 2017, with a 

13.9% reduction. 

 

5. In a call for views, the Committee asked for short written submissions on: 

 Whether the 11% renewable heat target is still appropriate? 

 Whether the target is likely to be achieved? 

 What the key risks and threats to achieving the target are, and what more 
can be done? 

6. The call for written views closed on Friday 20 September, with 14 submissions. 

 

7. On Tuesday 8 October, the Committee heard evidence from the following, in a round 

table format: 

 

 Professor Keith Bell, Committee on Climate Change 

 Professor Janette Webb, University of Edinburgh Heat and the City Research 
Group 

 Euan McVicar, General Counsel, Ofgem  

 Elizabeth Leighton, Director, Existing Homes Alliance 

 Teresa Bray, Chief Executive, Changeworks 

 Anthony Kyriakides, Head of Renewables, Energy Saving Trust Scotland  
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 Fabrice Leveque, Senior Policy Manager, Scottish Renewables 

Context 

8. Scottish Renewables (SR) explained the complexities of the challenge Scotland faces 

in decarbonising heat; the heat sector comprises a number of elements with different 

supply chains: 

 80% of Scotland‘s buildings are connected to the gas network; the current 

strategy is to roll out energy efficiency measures (which has its own supply 

chain); 

 for buildings on the gas network, the priority is to roll out heat networks (in 

inner-city areas, primarily large commercial buildings); 

 for buildings using gas elsewhere which cannot use heat networks, the likely 

solution is heat pumps or perhaps hydrogen in the existing gas network; 

 the 20% of buildings that are not on the gas grid (primarily in rural Scotland) 

are likely to be addressed by biomass or heat pumps.  Many of these 

buildings are currently reliant on oil heating and are seen as a priority in 

terms of high heating costs and CO2 emissions; 

 new buildings are a small part of the overall picture (with 150,000 new homes 

being built in Scotland per year); plans are well advanced for new homes to 

be fitted with low-carbon alternatives to fossil-fuel heating.6 

 

9. The Scottish Government plans to publish Heat Decarbonisation Policy Statement in 

summer 2020 setting out actions to decarbonise heat supply to buildings.   

Renewable Heat – Progress to Date 

10. Energy for heat amounted to 52% of Scotland‘s total consumption in 2016, followed by 

transport at 24.4% and electricity at 23.5%. 

 

11. 2018 was a record year for renewable electricity in Scotland, with an estimated 

equivalent of 76.3% of gross electricity consumption generated from renewable sources 

(an increase of 6.6% from 2017), and further large-scale projects in the pipeline.  In 

contrast to electricity where Scotland performs strongly relative to Europe, it is the 

lowest of all countries for renewable heat – below the UK share of 7.5% and well below 

the EU average of 19.5%. 

 

12. In 2018, Scotland generated an estimated 6.3% of its non-electrical heat demand from 

renewable sources, an increase from 5.5% in 2017.  2.01 GW of renewable heat 

capacity was operational in Scotland by the end of 2018, up 4% (0.07 GW) from 2017, 

producing an estimated 5,230 GWh of useful heat output from renewable sources, 

which is an increase of 14% (661 GWh) from 2017.  The increase in output seen in 

2018, compared to 2017, is largely due to newly operational commercial biomass and 
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energy from waste sites as well as an increased heat output from over half of the 

existing commercial biomass sites.7   

 

13. In evidence, Professor Bell of the Committee on Climate Change (CCC) said that the 

use of biomass at a smaller scale in buildings as a source of heat ‗might not be the best 

approach in the longer term‘.8 

 

14. Heat pumps and solar thermal, which provide water and space heating account for 9% 

of the total with the remainder provided by waste sources. Of the Renewable Heat 

Incentive (RHI) installations, 86% of these installed are in off-gas grid areas. 

 

15. On 14 May 2019, in oral evidence to the Environment, Climate Change and Land 

Reform Committee, the Chief Executive of the CCC stated: 

 

If there is a test of whether we are serious, it is on heating. We have an 

extraordinarily useful energy system delivering heat to every home in 

Scotland and the UK at the moment and it works extremely well. Sadly, it is 

based on fossil fuels in the main. It is not going to be easy to change that, but 

it is necessary that we do so. The targets that we already have require that, 

and a net zero target makes it even more obvious that it needs to be done. 

 

We do not have a strategy across the UK that will deliver a decarbonised 

heat system. There are big choices to be made about how to do it. The key 

message from the CCC to Governments in Scotland and the UK is that you 

have no excuse but to make that plan now. It is essential that that happens. 

That does not mean that we need to see the exact detail of what the system 

looks like in 2050, but it does mean that there has to be a clear commitment 

now […] 

 

16. In its recent update on the renewable heat target and action, the Scottish Government 

highlighted its focus on: 

 reducing the need for heat through energy efficient buildings;  

 supplying heat more efficiently and at least cost to consumers, such 

as development of district heating and  

 the use of unused excess heat through heat recovery; and using low 

carbon and renewable heat.9 
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Current targets 

17. The Climate Change Plan 2018 – 2032 (CCP) set out a further and more detailed set of 

heat targets for all non-industrial buildings (i.e. residential and non-domestic in 

public/commercial sectors), by 2032: 

 35% of domestic buildings' heat will be supplied using low carbon technologies, 
where technically feasible, and the buildings will be insulated to the maximum 
appropriate level. 

 70% of non-domestic buildings' heat and cooling will be supplied using low carbon 
heat technologies. 

The CCP will be revised in light of the recent Climate Change Act.  It is expected to be 

published in spring 2020. 

 

18. The Centre for Energy Policy argued that to achieve the CCP targets there must be 

‗immediate action: the challenge of transitioning our building stock is so great that we 

need to start now.‘10 

Suitability 

19. Written evidence was unclear over whether the 11% target continued to be relevant, 

with CALOR stating that whilst ‗the 2020 target remains relevant, the Scottish 

Government is now in a position where it needs to develop quickly a new heat strategy 

to meet the existing carbon budgets and the 2045 net zero target.‘11    

 

20. The Energy Saving Trust (EST) noted: 

 

‗[…] the original target was set a decade ago. Since then significantly more 

ambitious climate change targets have been agreed for Scotland. Given that 

Scotland has now committed to significantly more challenging targets it is 

important that the renewable heat target be reviewed in light of these.‘12 

 

21. The EST maintains a database and publishes an annual report on renewable heat 

installations on behalf of the Scottish Government. The last report (Renewable Heat in 

Scotland, 2018) was published in October 2019 and detailed the progress made during 

the 2018 calendar year.  

 

22. In this report, EST said that whilst renewable heat output has increased since 2008/9, 

heat demand has fallen over this period due to a combination of factors including 

improved energy efficiency and increases in average annual temperatures. This means 

that heat generated from renewables now meets a greater proportion of overall heat 

demand than would have otherwise been the case. Had heat demand remained 
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constant since 2008, then the renewable heat output recorded for 2018 would make up 

only 5.5% of non-electrical heat demand instead of the 6.3% that is currently estimated. 

 

23. EST concluded: 

‗Holding the heat demand figures from 2018 constant to 2020, renewable heat 
output would need to increase by around 74% in order to reach the Scottish 
Government‘s target. As large scale schemes can result in significant step changes 
in capacity and output, any such increase is unlikely to be a smooth curve year on 
year. However, if this increase were spread evenly across the remaining 2 years, 
this would be equivalent to an annual increase in output of around 32%. The 
average annual increase in output since 2010 is 19%.‘   

24. The Existing Homes Alliance Scotland (EHAS) believes that ‗new targets need to be set 

which set clear expectations for super-insulated (and properly ventilated) buildings and 

the phased replacement of fossil-fuel heat with renewable heat in the next decade.‘13 

 

25. Scottish Renewables (SR) believes that ‗the 11% target is no longer appropriate in light 

of Scotland‘s new – and more ambitious – carbon emissions reduction target.‘14  They 

believed that the 2030 target for heat, as well as other sectors, should be aligned with 

the new targets.15  Changeworks has similar views.16 

 

26. Scottish Renewables (SR) said that the upcoming CCP should include a low-carbon 

heat target which does not differentiate between electricity and non-electrical heat.17  

EHAS said that new targets should include a figure for reducing heat demand from 

buildings as a separate target for domestic and non-domestic buildings.18 

 

27. EST argued that the targets should be set out in a way that consumers can understand.  

For example, setting out the number of new heat pumps that should be deployed to 

meet the target. They said that a ‗huge step change in the installation rate‘ is needed.19  

Professor Bell said that there is a need for targets to be ‗backed up by action‘.20 

Achievability 

28. Written evidence was clear that the target of 11% non-electrical renewable heat by 

2020 is unlikely to be met.  
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29. Professor Webb (University of Edinburgh and Infrastructure Commission for Scotland) 

said that the current target is ‗challenging as it is‘ as ‗we do not have any clear-cut 

solutions for non-electrical heat demand and we know that peak demand is very large 

compared with that for electricity use.‘21 

 

30. Professor Webb noted that it ‗seems unlikely that the target can be achieved in the 

remaining period […]  there is uncertainty over commissioning dates and renewable 

heat supply. Lessons from the past 5 to 10 years can inform future policy.‘ Furthermore: 

 

‗Take up of the RHI has also been relatively slow and prone to mis-use 

(notably in Northern Ireland); there are as yet no plans for an incentive 

beyond March 2021. 

 

Given that the main powers over energy markets, taxes and regulation are 

reserved to Westminster, the Scottish Government cannot directly intervene 

to create a more favourable market for renewable heat. UK decisions in 

relation to the future of the gas grid need to be taken in the next few years in 

order to comply with carbon budgets.‘22 

Costs and subsidies 

31. The EST highlighted that one of the key barriers to the installation of renewable heat is 

cost:  

‗Even with the RHI there is still a significant upfront cost to pay. It is 

important, when looking at the figures above, to take into account that 

householders have the option of taking out a HES [Home Energy Scotland] 

loan which is up to £10,000 for renewable heat measures. Without this loan 

there would be an even greater barrier to meeting the upfront costs of 

installing a renewable heating system. It is also worthwhile noting that the 

HES loan can cover 100% of the costs associated with installing a renewable 

heating system only up to £10,000. Costs of renewables systems in remote 

and rural areas are typically higher than an equivalent system in the central 

belt.‘23 

 

32. Scottish Water stated that the challenge is to make low carbon heat more financially 

viable. It is not currently seen as attractive commercially as heating from fossil fuels 

due to the scale of investment needed in new infrastructure.24 

 

33. ‗Who pays‘ is also an issue. The Centre for Energy Policy argued that this must be 

fairly addressed to address energy poverty (and poverty more generally).25 

                                            
21

 Economy, Energy and Fair Work Committee, 8 October 2019, Official Report, col 6 

22
 Written evidence 

23
 Written evidence 

24
 Written evidence 



 

 

34. In its recent renewable heat target update, the Scottish Government said that it 

continues to actively promote the GB-wide RHI scheme which is due to end on 31 

March 2021.  Plans for future subsidy are unclear. 

 

35. The Centre for Energy Policy said that lessons must be learned from past incentive 

scheme failures which ‗stimulated the market but neglected solution effectiveness.‘26  

Scottish Water argued that an incentive similar to RHI is needed to provide longer-term 

certainty to allow supply chains to be established.27 

 
36. The Scottish Government highlighted the actions it is taking to promote RHI: 

 expert and bespoke advice via the Renewables and Energy Efficiency Specialist 

Advice Service via the Energy Saving Trust and Home Energy Scotland helpline; 

 support through the District Heating Loan Fund and the Warm Homes Projects Fund 

which together have supported 49 renewable district heating projects with £11m, 

leveraging an additional £6.6m investment; 

 support through the Low Carbon Infrastructure Transition Programme (see below); 

funds interest-free Home Energy Scotland Loan Scheme up to the value of £38,500 

for both energy efficiency measures and renewable technologies via the Energy 

Saving Trust 

 Funds the SME Loan Scheme which provides loans to business up to £100,000 for 

the installation of efficiency measures and renewable technologies via Resource 

Efficient Scotland 
 

37. LCITP28 is co-funded by the European Regional Development Fund and focuses on 

supporting the acceleration of low carbon infrastructure projects across the public, 

private and community sectors.   The programme aims to stimulate commercial interest 

and investment and maximise Scotland‘s potential in the low carbon sector. 

 

38. Since March 2015, LCITP programme has awarded around £35 million of funding to 10 

demonstrator projects supporting low carbon heat generation.  As part of the 

Programme for Government, a Low Carbon Heat Fund was announced, providing a 

minimum of £30 million support for local and industrial renewable heat 

projects.  Applications for capital support closed in October 2019 and projects must be 

completed by 2022.29 

 

39. SR highlighted ‗the damaging impact that the end of the RHI and LCITP will have on 

the renewable heat supply chain.‘  They said: 
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‗Those policies are needed alongside the heat networks bill, because they 

subsidise the low carbon inputs to help them to compete against the very low 

cost of gas, and they also help with the capital costs. Heat networks allow us 

to tap into heat in sewers and in rivers, but to get to that heat we need to 

build the infrastructure to extract it, abstract water and so on.‘30 

Renewable heat – barriers and opportunities 

40. Citizens Advice Scotland (CAS) considers that ‗it is reasonable to expect further leaps 

as low carbon technology develops and becomes more mainstream […] This however, 

is highly contingent on there being adequate cost reductions, investment in public 

education, advice and financial incentives and grants to support householders and 

businesses to invest in low carbon heating.‘31   

 

41. In written evidence, the Common Weal Energy Working Group predicted the ‗potential 

for [a] ‗perfect storm‘ for decarbonising heat arising around the mid to late 2020s, 

resulting from current and proposed policies and policy trajectories that will require 

increasing amounts of renewable electricity to meet increasing demand from electric 

vehicles and (depending on the decisions now being made) significant increases in 

demand from heating technologies.‘ 

Heat decarbonisation – a plethora of solutions 

42. One of the key problems raised in written evidence was the diverse range of possible 

technologies and fuels, all requiring a different approach and infrastructure, and all 

suitable for different geographical areas, housing densities and types.  

 

43. Professor Webb argued that work should be done amassing evidence in the next five 

years: 

 

‗developing larger-scale demonstrators than we have done historically for 

alternatives such as gas hybrid heat pumps on the gas grid, and working 

significantly on the development of district heating infrastructure.‘32 

 

44. The Common Weal Energy Working Group states that after solar thermal and 

electricity: 

 

‗We find a group of heating technologies that include (in various 

combinations) heat pumps, district heating, and biofuels, which offer broadly 

competing advantages and disadvantages that are invariably dictated by site-
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specific conditions. All these technologies will need to be deployed at scale, 

and the need for a coordinated approach.‘33 

 

45. They further advocated ‗developing equitable and sustainable district heating based on 

the ‗Danish model‘ of combining large scale solar thermal arrays with inter-seasonal 

heat storage and one or more of a number of other technologies.‘34 

 

46. Calor favours the use of green gas (BioLPG) and is ‗devoting significant resources to 

innovation and diversification‘ in off-gas areas.35 

 

47. In relation to on-gas buildings, SR states: 

 

‗ultimately the bulk of emissions reduction from heat will need to come from 

buildings currently connected to the gas grid but outwith areas suitable for 

heat networks (e.g. suburban areas). The CCC recommends the installation 

of hybrid heat pumps (electric combined with the existing gas boiler) in these 

buildings, with an eventual conversion to either full electric heat pumps or 

continued hybrid operation with hydrogen (if available) replacing natural gas. 

The Scottish and UK Governments should work together on a programme to 

develop, test and commercialise such installations.‘36 

 

48. EHAS agreed that hybrid heat pump demonstrator projects should be initiated in 

Scotland as soon as possible.  There is already such a project in Wales and this could 

be replicated and built upon for Scotland.37 

Hydrogen 

49. The Scottish Government‘s Energy Strategy has a ‗hydrogen scenario‘ where, by 2050, 

much of the demand previously met by natural gas has been converted to low carbon 

hydrogen; stating: 

 

‗CCS development during the 2020s has allowed the production of low 

carbon gas on a scale large enough to transform the energy system. Final 

energy demand has fallen, but natural gas demand has greatly increased – 

mainly to produce hydrogen, but also to power flexible electricity generation, 

with both processes utilising CCS.‘38  
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50. Professor Bell spoke of the need to ‗stop the unabated burning of methane‘.  He told 

the Committee that it seems increasingly unlikely that the targets will be met without 

hydrogen but highlighted issues around safety, market regulation and billing.  The CCC 

has said that a decision needs to be made around the mid-2020s on what is happening 

with the gas grid.39 

 

51. OFGEM agreed that work needs to be done on a legislative and regulatory framework 

for hydrogen.  However, they agreed that hydrogen has a lot of potential for 

decarbonisation: 

 

‗With our price controls on the gas network, we are encouraging network 

companies to build in needs-based investment cases for low regrets investment 

in getting the gas network ready for the roll-out of hydrogen. There are a lot of 

relatively low-cost, low regrets actions that could be taken by network companies 

to do that, so we encourage them to do so.‘40 

 

52. EHAS warned against seeing hydrogen as a ‗silver bullet‘, saying that it will be 

appropriate for industrial process heat but that it is best used selectively alongside 

mass electrification.41  Professor Webb highlighted that hydrogen could be an 

expensive route to go down.42 

Heat networks 

53. The Scottish Government has set an ambition to have 40,000 homes connected to heat 

networks by 2020.  Figures from December 2018 suggest that it is three-quarters of the 

way towards achieving this ambition.  It will bring forward a Heat Networks Bill in 2020 

which aims to regulate heat networks by stimulating the deployment of district and 

communal heating by de-risking investment and increasing consumer awareness and 

acceptance.43 

 
54. Vattenfall strongly supports the creation of a ‗level playing field for heat networks‘ i.e. 

business rates, way leaves/access rights and permitted development rights for heat 

networks need to be applied consistently and in line with other comparable 

infrastructure.44 

 

55. SR advocates building heat networks now; ‗we have a supply chain that would enable 

us to do that.‘  They said that the forthcoming Heat Networks Bill should include 

measures to compel buildings to connect to the heat network.‘45   
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56. EHAS highlighted the lessons that could be learned from the Netherlands and 

elsewhere: 

 

‗The Netherlands has taken the decision to fully decarbonise away from the gas 

grid. It is going to disconnect communities from the gas grid and replace the heating 

with low-carbon heating systems, be they heat networks or heat pumps. It has made 

a commitment that 1.5 million homes will be disconnected from the gas grid by 

2030, and that experience will inform how it deals with the rest of the country. That 

commitment will cover all buildings. It is a huge commitment, and we can learn from 

how the Netherlands has approached the issue. Another case study is Ireland, 

which has already decided to ban new oil boilers from 2022 and new gas boilers 

from 2025 in new homes. We are hardly at the cutting edge in Scotland. There is a 

long list of other countries that have made big commitments in that direction, and we 

could show more leadership.‘46 

Off gas properties 

57. SR highlighted that there are about 600,000 homes that are off the gas grid and that 

this ‗presents a perfect opportunity to develop a supply chain for low-carbon heating 

systems at a mass scale over the coming five years.‘47  

 

58. Changeworks spoke of the need to look at how to use the RHI to support off gas 

housing to transition to low-carbon heat:   

 

‗we could start to address housing that is off gas immediately. It will need capital 

investment, but we need to make that investment for the fuel poor. We need to look 

at how we assist owner occupiers to use economies of scale.‘48 

Role of electric heat  

59. Changeworks argued that electricity pricing is not done in a way that supports electric 

heating.  They spoke of smarter heating systems and the need for householders to be 

rewarded for managing their own demand.49 

 

60. Professor Bell explained that in France and Scandinavia, there is ‗already a lot of 

electric heat.‘  He highlighted that ‗fantastic reductions in the cost‘ of renewable 

electricity generation in Scotland and the need to interconnect with other countries to 

manage variability.50 
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61. EST advocated mitigating the high cost of electricity combined with the higher cost of 

heat pumps by providing favourable tariffs for electricity supplied to relevant homes 

through the new Scottish public energy supplier.51 

New build  

62. In June 2019, a Scottish Government published a consultation on The Future of Heat in 

Off-Gas Buildings. This contained a section on new buildings, and asked how they 

should respond to the CCC‘s recent advice and the UK Government announcement 

that new buildings constructed now should ‗accommodate low carbon heating from the 

start‘.  The CCC advised that no new gas boilers should be installed from 2025.   

 

63. The Programme for Government said that the Scottish Government is developing 

regulations so that new homes must use renewable or low carbon heat from 2024.  It 

said that this will be achieved through a fundamental overhaul in building regulations 

that will increase energy efficiency and the efficiency of construction from 2021, and will 

be accompanied by a £30 million investment in renewable heat projects.52 

 

64. EHAS believes that action must be taken urgently: 

‗We can build net zero homes today—there is no reason why we should be 
building homes that are reliant on the gas grid. I would urge the building 
standards review on the standards that will come into play in 2021 to be more 
ambitious.‘53 

Retrofit 

65. It was widely acknowledged in evidence that it is more challenging to decarbonise heat 
supply to existing buildings compared to new build.  The Centre for Energy Policy 
highlighted the scale of work needed; the rate of renovation in Europe ‗hovers at 
around 1% per annum‘.  They said that the rate needs to rise dramatically and to 
achieve this would require significant financial capital and new technical innovations in 
how we renovate buildings.54 

66. Professor Bell told the Committee that capital costs are high, especially with regard to 
heat pumps; retrofit is more challenging than installing in new builds.55 

67. In the Programme for Government, the Scottish Government said that it will publish an 
updated position in the Energy Efficiency Route Map in December 2019 to accelerate 
the improvements of Energy Performance Certificate (EPC) ratings in homes.56 
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68. EHAS said that there is a need to signal that high-carbon fossil fuel heating systems – 

oil, coal and liquified petroleum gas (LPG) – need to be phased out, and that this 

should happen from 2025 with adequate support and alongside energy efficient 

measures.57  EST agreed that it should be signalled that traditional fossil-fuelled 

heating systems cannot be installed after a certain point—by the mid-2020s: 

 

‗That would bring in economies of scale and drive down prices and the 

supply chain will ramp up, which we believe would be a perfect way of 

leading into the following five years.‘58 

 

69. EHAS also said that minimum standards could be brought in for home improvements 

and that this could encourage and incentivise people.59  

 

70. Professor Webb agreed and spoke of the need to resource such work, including local 

authorities.  She highlighted the challenges of multi-occupancy buildings and the need 

to regulate to deal with the challenges of coordination and collaboration.60 

 

71. The Scottish Government has commissioned research to develop a set of archetypes 

for Scotland‘s existing residential building stock disaggregating them by the key 

attributes affecting the suitability of low carbon heating. Other research with the same 

objective has been commissioned for non-domestic buildings.  The recent update on 

the renewable heat target said: 

 

‗These studies‘ outputs will inform the assumptions used in our climate change 

modelling and will enable a better understanding of how - and at what cost - the 

decarbonisation of heat can be achieved.‘61 

Role of local authorities 

72. The Centre for Energy Policy said that no one technical solution fits all cases and 

solutions need to be tailored to need and context.62 

 

73. In the Programme for Government, the Scottish Government reported that the majority 

of Scotland‘s local authorities have piloted the development of Local Heat and Energy 

Efficiency Strategies (LHEES). These set out long‑term approaches to reducing 
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emissions from buildings and tackling fuel poverty by identifying a solution tailored to 

the local area, as well as identifying zones suitable for the development of heat 

networks. 

 

74. This year, the Scottish Government will launch a third round of pilots for those local 

authorities which have not yet piloted the development of these strategies.  The 

Scottish Government said: 

 

‗The strategies have a vital role in planning our long‑term approach to decarbonising 

the heat supply to our homes and buildings and respond directly to 

recommendations made by the Committee on Climate Change. We will work with 

local government to put the strategies on a statutory footing and bring forward the 

timescale for implementation.‘63 

 

75. The Scottish Government intends to publish an updated heat map for Scotland in early 

2020.  It said: 

 

‗The Heat Map has been a vital tool in helping local authorities to develop 

their approaches to creating Local Heat & Energy Efficiency Strategies, as 

part of Energy Efficient Scotland.‘64 

 

76. Professor Webb highlighted the role of LHEES, stating that the Scottish Government 

can: 

 

‗use devolved powers to reduce the need for energy to heat buildings, which 

will reduce the costs of decarbonising heat and act as a means to engage all 

building owners, raising awareness of the need to move to renewable heat 

systems. Considerable development work has progressed via the Energy 

Efficient Scotland (EES) programme, including work with local authorities to 

pilot Local Heat and Energy Efficiency Strategies (LHEES) combining 

building upgrades with plans for low carbon heat, and testing use of socio-

economic evaluation criteria rather than relying solely on the financial case.‘65 

 

77. Professor Webb spoke of the need for local authorities to ‗start now‘ with work on 

zoning for different approaches in their areas.  She said that that there should be a 

large skills and training programme: 
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‗at present we do not have the means and, critically, the resourcing behind 

those [LHEES] to make them comprehensive and to develop the 

implementation behind them.‘66 

 

78. SR highlighted a lack of joined-up thinking in policy to ensure that LHEES are 

implemented.  They said that this is partly down to the amount of resource that the 

Scottish Government has to work on this policy area. They argued for the Scottish 

Government to show leadership.67 

 

79. Professor Webb spoke of a community approach to making changes to heating and 

insulation systems homes and buildings; this can be used as evidence to show that the 

approach works: 

 

‗momentum can be gained locally through area-based schemes. People in the 

community can be supported and encouraged to work together to move through the 

process, and people are pleased with the results.‘68 

 

80. Other witnesses also spoke of the value of local strategies in providing an evidence 

base to feed into the national discussion.69   

 

81. The Royal Town Planning Institute Scotland (RTPI) noted that the ‗planning system has 

a role to play in identifying how new development can integrate with existing assets, 

such as ensuring new developments connect to district heat systems or that electricity 

storage can be co-located with existing generation assets.‘ Furthermore: 

 

‗The solution to decarbonising heat without requiring significant new 

infrastructure investment is particularly challenging. Therefore this is 

something that needs identified in the Infrastructure Investment Plan. To 

translate the spatial elements of this investment there needs to be a clear link 

with the National Planning Framework 4 (NPF4), one which was not made 

with the NPF3.‘70 

 

Public funding for fossil fuel heat 

82. SR argued that the Scottish Government should stop funding fossil fuel heating 

systems.71  The Energy Savings Trust believes that publicly funded programmes should 
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transition from supporting the installation of high(er) carbon heating systems to 

renewables. In practice: 

 

‗this means removing support (from fuel poverty and other publicly funded 

programmes) for the installation of high carbon heating systems (coal, oil and LPG) in 

off-gas areas.‘72  

 

83. EHAS was also critical of the warmer homes Scotland programme (a fuel poverty 

programme) funding fossil fuel boilers.73   EST spoke of the need to build on existing 

initiatives (such as the Green Homes Network, specialist in-home advice service, etc.) 

to encourage consumers to shift away from fossil fuel based heating systems through 

advice and advertising to promote and normalise the concept of low carbon heating.‘74 

Energy efficiency 

84. The EHAS emphasised the importance of energy efficiency in achieving heat demand 

and renewable heat targets.75   

 

85. Changeworks highlighted the current challenges with energy efficiency measures: 

 the need for further promotion of fuel poverty programmes such as the warmer 

homes Scotland scheme; 

 challenges in local authorities in delivering projects such as external wall insulation 

(for example, in relation to knowledge in procurement, etc).76 

 

86. EHAS called for the budget for domestic energy efficiency measures to be doubled and 

made a plea for the Committee to scrutinise this as part of its budget scrutiny.77 

 

87. Air source heat pumps produce a low level of constant heat so need energy efficiency 

measures too. 

Finance  

88. The Centre for Energy Policy highlighted the need for a stable investment environment 

to advance renewable heat policy, especially given the high up-front costs of building 

and refurbishing to deliver low carbon homes.78 

 

89. The Programme for Government stated that the Scottish Green Deal will put the 

transition to net zero at the heart of the Scottish National Investment Bank‘s work.79 
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90. SR argued that SNIB could provide low-cost capital to local authorities that are trying to 

deliver heat networks.  They said that the reduction in the cost of renewable electricity 

was due to access to cheaper finance because the technology has been seen as being 

lower risk and the same could happen with renewable heat.80   

 

91. Professor Webb agreed, citing the example of the publicly owned infrastructure bank in 

Germany which is encouraging renewable heat with the development of infrastructure 

through low-cost loans, blended finance and a number of financial instruments.81 

 

92. SR highlighted business rates; the Scottish Government currently applies a 50% 

discount on business rates for heat networks but this has to be considered by the 

Scottish Parliament on an annual basis, which does not provide the certainty needed.82  

Scottish Water said that a business rates exemption would help to support investment 

cases.83 

Jobs and skills 

93. The Committee was keen to explore the impact of changes to heating methods on jobs 

and skills.  The Centre for Energy Policy spoke of a need to set plans and pathways to 

meeting the 2032 and 2045 (net zero) targets whilst achieving a just transition: 

 

‗Lessons must be learned from the lack of progress in developing domestic supply 

chain activity and jobs to accompany the huge growth in renewables. For example, 

concerns have been expressed to the Scottish Just Transition Commission over how 

industry and supply chain jobs may be impacted by a shift away from domestically 

manufactured boilers and connection to mains gas.‘84 

 

94. Professor Bell spoke of the need to develop the skills and expertise needed to install 

renewable heat technologies.  This is dependent on there being confidence that there is 

a market: 

 

‗the market, the provision of training and the certification process have to come 

together.‘85 
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95. Professor Webb agreed that ‗there are significant work opportunities here if we manage 

the process well.‘86  Changeworks agreed at gas boiler fitters need very similar skills to 

those who fit heat pumps ‗a few technical changes are required, but they have the 

basic skill set.‘87 

 

96. SR highlighted the need to invest in demonstrating the feasibility of solutions such as 

electric heat pumps and hydrogen and how to get the current workforce skilled up.  

However, in relation to heat networks, they said:  

 

‗If we roll out heat networks in city centres, we will take some work away from the 

guys who install large commercial gas boilers, but many of those firms also do low-

carbon heat, so there is quite a strong transition story on the existing industry 

moving into doing heat networks.‘88 

Timing and approach 

97. Changeworks highlighted the need for increased urgency in achieving the target and 

less risk aversion.  They spoke of a need for a changed mindset: 

 

‗The culture that we have makes achieving that target much more challenging; 

often, it takes lots of consultations and a very long time to develop policies, we have 

a very risk-averse approach and there is a lack of support to make things happen.‘89 

 

98. Professor Webb noted the mixed nature of reserved and devolved powers in relation to 

energy.  She spoke of the need for key decisions to be made in the next five years: 

 

‗we are not yet clear about how to decarbonise heat in our entire building stock. We 

need to be clear about that very quickly.‘90 

 

99. Professor Webb argued that this policy area is ‗crying out for co-ordinated, systematic 

planning and development.‘  However, she highlighted that hydrogen could be an 

expensive route to go down.91 

 

100. EHAS argued for an independent oversight body to aid delivery of policy in this 

area.92  Prof Bell believed that a Publicly Owned Energy Company (POEC) could play a 

coordinating role, for example, by identifying gaps in capability in local authorities.93  
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UNISON Scotland also believes that a POEC would have a clear role in delivering on 

the transition.94 

 

101. In our letter on a Publicly Owned Energy Company, we said: 

 

‗Specifically on the oversight point, we said in our 2017 response to the draft 

energy strategy: Given the scale and complexity of the many policy strands 

covered by the strategy, it will be important to ensure good governance, policy 

expertise, cross-party buy-in (as there has been for climate change) and long-

term ownership. Sitting on the edge of a few civil servants‘ desks, we were told, 

will not be enough.* This is a strategy the lifespan of which extends beyond the 

usual electoral and budgetary cycles. The Committee on Climate Change was 

mentioned, as was the Danish Energy Agency, and the model of Transport 

Scotland for large infrastructure projects. Another witness underlined the 

importance of a body to spot problems before they became ―a matter of post hoc 

accountability‖. In the interests of ensuring continuity of delivery for the strategy, 

the Committee recommends a long-term framework be put in place; one which 

could include the establishment of an independent body.  

 

We believe the POEC should become that independent body, one that can 

provide oversight, continuity and a long-term framework. Our concern is that, if 

the POEC is too focused on market entry and supply and possibly generation, 

the strategic dimension would be lost or diminished. The Scottish Government‘s 

own study, for which EY was commissioned, recognised the challenges of 

delivering competitively priced energy to help alleviate fuel poverty ―in a highly 

innovative, competitive and evolving energy retail market.‘95   

 

102. On 9 October 2019, in a letter to the Committee, the Minister for Energy, 

Connectivity and the Islands explained that Scottish Government officials have received 

the outline business case for POEC and the Scottish Government is working with 

interested local authorities to discuss next steps. 

Public involvement and awareness  

103. The Committee considered whether the public are adequately aware and bought-in 
to the scale of the change needed, particularly where large-scale infrastructure and 
some interruptions to supply are likely. 

104. EHAS highlighted the need for public awareness and involvement to change 

Scotland‘s heat landscape: 
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‗We are in an incredibly rare moment of opportunity, in which the public are with us. 
They want warm and climate friendly homes. They have heard about them, 
including from their neighbours, and the momentum is with us. We need to ride that 
and make the most of it with a really positive and engaging campaign.‘96 

 

105. EST agreed: 

‗The Scottish Government has services through the home energy Scotland scheme 
to raise awareness. However, the scale needs to change drastically. People need to 
demand that they live in a home that is low carbon and more energy efficient. That 
is not on people‘s radar. We support anything that would raise awareness.‘97 
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