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07 February 2020 
 
 
 
Dear Convener, 
 
ANNUAL ENERGY STATEMENT: LOW CARBON & RENEWABLE HEAT 
 
Thank you for your letter of 17 December 2019, on behalf of the Economy, Energy & Fair 
Work Committee, following their inquiry into the Scottish Government’s Annual Energy 
Statement, which had a specific focus on renewable heat.  The Scottish Government is 
thankful for the work of the Committees and welcomes the committee forwarding its 
recommendations.   
 
Emissions from heating our homes and buildings accounted for approximately 23% of 
Scotland’s total emissions in 2017.  The proportion of heat demand being met by renewable 
heat sources in Scotland in 2018 was 6.3%, up from 5.5% the previous year.  Whilst this 
growth is welcomed, the Scottish Government recognises the need to do more to reduce 
emissions from space and water heating and to further decarbonise Scotland’s heat supply.   
 
That is why in the 2019-20 Programme for Government and in the 2020-21 Draft Budget we 
announced new support to help accelerate the deployment of renewable and low carbon 
heating.  We remain committed to publishing a Heat Decarbonisation Policy Statement this 
summer which will set out the steps we will take to reduce emissions from space and water 
heating.  In addition, using our devolved powers in respect of heat policy, we will shortly 
introduce the Heat Networks (Scotland) Bill to Parliament, subject to approval by the 
Presiding Officer, and this Bill, once passed, would help to stimulate the market for heat 
networks, by providing greater certainty for the sector by de-risking investment, increase 
consumer awareness and confidence and create a regulatory framework for this important 
sector.     
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The annex to this letter provides a response to each of the key issues raised by the 
committee and your letter dated 17 December.   
 
I note that the Committee has also written to Lord Duncan with regards the future of the 
Renewable Heat Incentive (RHI).  The Scottish Government shares the Committee’s view 
that the UK Government must urgently clarify any successor to the RHI.  I would be grateful 
if you can keep myself and Scottish Government colleagues abreast of any information that 
is shared with you by the UK Government.     
 
I will write to you specifically to update the Committee on the development of the ambition of 
the public energy company once I have been able to discuss and agree next steps with 
interested local authorities. 
 
I hope you find the enclosed information helpful and I look forward to working with the 
Committee as we progress our work to strengthen our policy frameworks for reducing 
emissions from heating Scotland’s homes and buildings.   
 
 
 

 
 

PAUL WHEELHOUSE 
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ANNEX A 

 EEFW Committee Recommendation  Scottish Government 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 

The Climate Change (Emissions Reduction Targets) (Scotland) Bill 2019, passed by 
Parliament last year, set the most challenging targets for 2020, 2030 and 2040 of any 
country in the world, to help us work towards the ultimate goal of net-zero by 2045. The 
new interim targets are for a 56% emissions reduction from a 1990 baseline by 2020, 
75% emissions reduction by 2030, and 90% by 2040. The target for 2030 is above and 
beyond what a fair share contribution to keeping global temperature rise to 1.5 degrees 
would be, and the interim target for 2040 is equivalent to carbon-neutrality en route to net 
zero greenhouse gas emissions by 2045. These are extremely ambitious targets and the 
Climate Change Plan will help translate these targets into indicating achievable pathways 
for specific sectors of the economy. 

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 

The Scottish Government will publish a Heat Decarbonisation Policy Statement for 
consultation later this year. The Statement will set out the next steps to decarbonise the 
heat supply for Scotland’s buildings, including a programme of policy, research and 
delivery actions. It will provide a long term vision for decarbonisation of heat that is fully 
aligned with our net zero target. It will also set out a draft policy framework to underpin 
delivery and stimulate growth in the supply chain. The policy framework and programme 
of actions will build on the policies and proposals for decarbonising buildings that will be 
set out in the forthcoming Climate Change Plan update.  
To support this we have commissioned work to investigate the technical feasibility of 
different renewable or low carbon heating in different types of dwelling and, to the extent 
possible, non-domestic buildings.  This work will be published in due course and will 
support the identification of technological pathways for heat decarbonisation.   

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

We welcome the engagement of witnesses on the issue of an appropriate refreshed 
target for renewable and low carbon heat. We note the changes suggested by witnesses, 
and in particular their emphasis on the need to align heat decarbonisation ambition with 
economy-wide emissions reduction targets.  
Whatever target is set it must drive renewable and low carbon heat deployment, but also 
needs to be measurable and consistent with our wider targets under the Energy Strategy 
and Climate Change Plan update. We are exploring options for changes to the renewable 
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heat target and will take into account the views of witnesses and evidence submitted to 
the Committee. Drawing on this and wider evidence, we will develop a proposal for 
changes to the target and consult on this in due course. 

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). 

The Scottish Government continues to work with the energy efficiency and low carbon 
heat industry to support the development of new technologies and supply chains. 
Through Energy Efficient Scotland we have convened an industry-led working group and 
have, jointly with Scottish Enterprise, commissioned research to map the potential supply 
chain opportunities from the heat decarbonisation transition.  A key issue, raised by 
Scottish Ministers, has been the need to consider supply chain development in setting 
milestones for Energy Efficient Scotland – in essence, rushing delivery will work against 
the objective of enabling the Scottish supply chain to respond and maximise economic 
impact of Energy Efficient Scotland-related investments. The work by Energy Efficient 
Scotland will inform decisions about the interventions that may be needed to support and 
grow the sector. 
Scotland has leveraged more than its pro-rata share under the GB-wide Renewable Heat 
Incentive (RHI) scheme.  This has supported the growth of the Scottish renewable heat 
supply chain, however uncertainty over its replacement is undermining investment in the 
sector.  The Scottish Government continues to press the UK Government on the need to 
set out its plans for a successor scheme.    
The industry has advised us that a key part of developing supply chains is providing 
certainty to the industry. The Heat Networks Bill, the development of a standard for new 
buildings, and the Heat Decarbonisation Policy Statement, are the first steps toward 
providing industry and consumers that certainty. 

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. 

We accept and agree that the degree of electrification which may ultimately be required 
to enable the decarbonisation of heat and transport demand could require significant 
increases in renewable generation in order to meet that demand. Scotland starts this 
process from a very high base, thanks to our huge natural renewable resource and to the 
efforts of successive Scottish Governments in providing the necessary political, legislative 
and financial support to help expand our renewables capacity. 
We will continue to take every possible step to maintain this growth, as Scotland’s Energy 
Strategy and our Onshore Wind Policy Statement (both published in December 2017) 
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make clear, and our recent consultations on a draft Offshore Wind Policy Statement and 
draft Sectoral Marine Plan also demonstrate. However, it remains a fact that decisions on 
the market support mechanisms which will drive renewable electricity growth are the 
responsibility of the UK Government.  
We continue to urge an approach and set of changes which will enable our huge onshore 
and offshore wind resource, including floating wind, as well as our wave, tidal, biomass 
and island wind potential, to play their full part in meeting any rise in demand – both here 
in Scotland, and across the rest of the UK.    

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 

As we have already indicated, we will meet our commitment to publish a Heat 
Decarbonisation Policy Statement for consultation later this year.  This will set out our 
long term vision for reducing greenhouse gas emissions from heating our homes and 
buildings. Building on the responses to our call for evidence for low carbon heat for off 
gas buildings, the Policy Statement will include a programme of research, a draft 
regulatory framework where appropriate, and proposed delivery actions for the transition 
to low carbon heat for off gas buildings. We recognise that we will need to take action 
where this is appropriate and within the competency of the Scottish Parliament and so 
focussing our efforts in the short to medium term on deploying low carbon and renewable 
heat in off gas areas, as well as heat networks in heat dense areas where they are 
appropriate. 

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

Much of the Scottish Government’s funding is targeted at those in fuel poverty, who 
currently benefit from the installation of more efficient heating systems which are cheaper 
to run.  However, we have already increased support for renewable and low carbon 
heating, for example via Warmer Homes Scotland, and recognise the need to phase out 
support for fossil fuel heating, which we will do between now and 2024, where it is 
appropriate and does not adversely affect achieving our statutory fuel poverty targets.  
Further details will be set out in the Heat Decarbonisation Policy Statement.   

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.   

Reducing emissions from heating existing buildings is challenging, but existing Scottish 
and UK Programmes, such as Warmer Homes Scotland, the Low Carbon Infrastructure 
Transition Programme and the GB-wide Renewable Heat Incentive, have demonstrated 
different approaches, as well as supporting the development of skills and the supply 
chain.  The Scottish Government has commissioned work to investigate the technical 
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feasibility of different renewable or low carbon heating in different types of dwelling and, 
to the extent possible, non-domestic buildings.  This work will be published in due course 
and will support the identification of technological pathways for heat decarbonisation.   
The Climate Change Plan update will include proposals and policies to address the 
challenge of reducing emissions from existing buildings. The Heat Decarbonisation Policy 
Statement will set out a comprehensive, long-term vision for decarbonising the heat 
supply to buildings, including existing buildings. 

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 

Communities and local authorities have a critical role to play in ensuring a co-ordinated, 
place-based approach to decarbonising heat and improving energy efficiency. Local Heat 
and Energy Efficiency Strategies (LHEES) will set out the long-term strategic plan for 
each local authority area for heat decarbonisation and energy efficiency. They will be 
tailored to local circumstances, will guide delivery through Energy Efficient Scotland, and 
act as an investment prospectus – helping to attract and steer inward private sector 
investment. 
We continue to work with our partners in local government to build capacity to develop 
LHEES. 23 local authorities have completed pilot LHEES projects, and we are working 
with the remaining 9 authorities to run pilots through 2020. LHEES pilots have produced 
valuable insight and methods for development of authority-wide strategies. Over the 
coming year we will continue to work with local authorities and delivery partners on a 
series of projects to consolidate and build on this learning, developing shared robust 
processes to underpin LHEES. 
As we reiterated in the Programme for Government, we believe that the requirement to 
produce LHEES would be best placed on a statutory basis. Before bringing forward such 
regulations we will work with local authorities to fully understand the resource implications 
and mutually agree the circumstances and time to place LHEES on a statutory basis. 
This will allow co-production of guidance on the development and implementation of 
LHEES through a jointly-led Working Group this year. 

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

We are bringing forward an ambitious and broad package of capital investment aimed at 
making demonstrable progress towards decarbonising our homes and buildings whilst 
also recognising the need to ensure that the scale and pace of growth in investment is 
matched with a pipeline of investment-ready infrastructure projects and a suitably 
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developed supply chain.  This package will also continue our investment in renewable 
and low carbon energy sources, such as marine energy, hydrogen and bioenergy which 
will provide the foundation of our future energy system and offer Scotland a huge 
opportunity for economic and industrial growth. 
 
This package includes: 

 a £120 million Heat Transition Deal which recognises the need to boost the scale 
and pace of growth in decarbonising our homes and buildings – including a £50 
million Heat Networks Early Adopter Challenge Fund for local authorities and a 
£10 million fund to support hydrogen heat demonstrator projects; and 

 additional funding for energy efficiency, bringing total spending in 2020‑21 to £151 
million ahead of setting out a wider programme of work on heat, energy and 
energy efficiency in the summer. 

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 

The Scottish National Investment Bank has an important role to play in addressing the 
Climate Change emergency by financing companies and projects which are working 
towards the achievement of net-zero emissions.  The Government is currently engaging 
with stakeholders across Scotland on commercial low carbon projects that may be of 
interest to the Bank.   

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) 

I will write to you specifically to update the Committee on the development of the ambition 
of the public energy company once I have been able to discuss and agree next steps with 
interested local authorities. 
 

 
 


