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Consulting on the draft strategy

Draft Heat in Buildings Strategy

Achieving Net Zero Emissions in Scotland's Buildings

Consultation
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b N Y777 2 Heat in buildings strategy - achieving net zero
~s[@] () mm|[] @ emissions: consultation - Scofttish Government -
%A ™ Citizen Space
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= 27 r%‘% Consultation Closes: 30 April

Email : heatinbuildings@qgov.scot
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https://consult.gov.scot/energy-and-climate-change-directorate/heat-in-buildings-strategy/
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Heat in Buildings Overview

* Background

* The Pathway to 2045

* Heat in Buildings Jigsaw
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Draft Heat in Buildings Strategy

Draft Heat in Buildings Strategy

Achieving Net Zero Emissions in Scotland's Buildings
Consultation

Climate Change Emission Reduction Targets

- S (Scotland) Act 2019
é¢QM¢ * & - Legally binding target to achieve net zero
@] € mm|r]| emissions by 2045
4 %g B i ¢®  Interim target 75% reduction by 2030
. s 2 « 90% by 2040
é oY% fnima fadfn)
g S
Ny Fuel Poverty (Targets, Definitions and Strategy)
o @ = |5E /ﬁ\ (Scotland) Act 2019
. i  In 2040 no more than 5% of households are fuel
Pl Saven poor,

iifiidi « no more than 1% in extreme fuel poverty, and
« fuel poverty gap is no more than £250 (in 2015
prices)
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Where are we now?

Electricity 262,000
A - Qil 129,000
DB 4% Communal Heating 34,000
417 LPG bulk or bottled 18,000
Homes Mains gas . Solid mineral fuel 20,000
DEG 4% 2,016,000 Biomass16,000
A 1% . -
B 2 4% Around 50% of non-domestic buildings
Non 9% already use electricity for heating, often in
D . | = form of HVAC.
omesliic D i
.
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The Journey to Net Zero - The Scale of the Challenge

e By 2045 all homes and buildings in Scotland must have significantly reduced their energy
use, and almost all buildings must be using a zero emissions heating system.

* By 2030 emissions from homes and buildings willhave to fall by 68% against 2020 levels. This
requires:

e Significant progress toward all homes reaching EPC C by backstop 2035

e Reduced emissions intensity of the gas grid by blending green gas to at least 20%
volume

* the vast majority of the 170,000 off-gas homes
that currently use fossil fuels switching 1o

zero emissions heat ,
At least 1 million on-gas homes g =
switching to zero emissions alternatives. ']
* An estimated 50,000 non-domestic 2
buildings switching to zero emissions »
alternatives |

Lo

Emissions Reduction Pathway to 2032,
CCPU 2020
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The Journey to Net Zero - Strategic Technologies and Deployment Rates

Low and Zero Emissions Heating Systems We need to quickly ramp up
installation of low and zero emissions

systemsthathave zero direct greenhouse gas emissions heating systems
such asindividual electric heat pumps and connection  * The most cost-effective pathway will

to heat networks, or electric systems such as storage require several different approaches
heaters, and systems that have very low emissionssuch ~ * Progressin the near-termwilirely on
as those that use hydrogen. tried and tested measures where they

are no or lowregrets
« Ofthertechnologies, such as
hydrogen, may develop through the

No and low regrets strategic technologies 2020s but are unlikely to play a large
Energy efficiency Heat pumps in off Heat pumpsin on Low and zero part in reducing emissions before 2030
gas areas gas areas emissions heat e At currentrates around 3'000
nefworks

households per year installlow and
zero emissions heating
Thisneeds to grow rapidly:
« Atleast 64,000 peryearin2025
« Peakatover200,000peryearin
the late 2020s
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The Heat in Buildings Jigsaw — Whistle Stop Tour

e A series of near term actions and a range of longer term commitments to put Scotland on a clear
path towards zero emissions buildings by 2045.

» We will continue to build the evidence base and prepare for further accelerated action beyond
2025.

e Place

e Energy Networks

e Investment

e A Long-Term Market Framework

e A Regulatory Framework

e The Economic Opportunity

e Working with the UK Government

e Monitoring, Evaluation and Future Decision Making
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People - ceniral to the Heat Transition.

» Key areas
* An inclusive approach

* Informed choices 2 ‘.".i“.
: B =
e Consumer protection WM M N N

e Continue to reduce fuel poverty
» Key Strategy actions:

e expand our support offer on energy efficiency and zero emissions heating,
including advice services, funding and finance.

s implement a public engagement sirategy and action plan for heat decarbonisation,
and willenable people to actively participate in decisions that affect them

e work with consumer groups and Energy Consumers Commission

e publish a set of guiding principles to underpin our commitment to ensure that no one is
left behind in the heat fransition

e Qur approach neitherincreases the rate nor depth of fuel poverty
e Those on lowerincomes and at risk of fuel poverty are protected
. Effec’rlve deS|gn gnd Lgrge’rmg of our fuel pover’ry and heo’r N bqumgs programmes
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Fuel Poverty

Key Strategy Actions:

- Continue to deliver energy efficiency measures, lowering the costs of heating as well as
enablinglow and zero emission systems

« Wewantto reach equivalent of EPC C for fuel poor households by 2030, and EPC B by 2040

* Increase the number of zero emissions heating systems installed through ourfuel poverty
programmes with delivery targeted at those households who can benefit most.

* Phase out funding for fossil fuel heating systems by 2024, where thisis not detrimental to our
fuel pov erty objectives.

« Continue to work with energy retailers to
» ensure households have access to suitable tariffs
» encourage energy retailers to develop new tariffs tailored to zero emissions heating systems

« press for pre-payment meter customers to have access to similartariffs to direct debit customers
and to benefit from smart meters

« Work with network companies to ensure vulnerable households moving to heat pumps are
identified in companies’' vulnerable customer strategies

« Examine the cost-effectiveness of onsite power generation and storage to reduce bills and enable
zero emissions heat
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Place

* Key areas
e The transition may look different in different communities and require approaches @
tailored to place

e Local Heat & Energy Efficiency Strategies (LHEES) will provide a long-term framework:
e area-based approach to planning, delivery andregulation
e a basis forlocal public engagement andinvolvement in decision making
e collectively actas a national plan for reducing emissions andimproving efficiency

* Development planning

e Therole of communities, and community ‘heat’ models.

 Key actions
* We want LHEES to be in place by 2023 for all Local Authorities on a statutory basis

 We will ensure the planning system is aligned with LHEES and supports|low and zero
emissions heating, including network infrastructure.

 We will explore the role of Climate Action Towns and Community Climate Action Hubs
e Support cities deliver a pipeline of projects

—
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Energy Networks

e Key issues
e Electricity network capacity and the need for upgrades
e Emerging evidence around the feasibility and cost of replacing natural gas with hydrogen
* The Heat Networks Billwas passed unanimously on 23 Febrvuary
e Gas and electricity are reserved, heat networks are devolved - A .
* Key actions M #
* Working with gas and electricity network companies and Ofgem
e Supporting development and demonstration projects, including on hydrogen for heat

» Understanding place dimensions of infrastructure, including identifying areas most and least likely
to have access to hydrogen in future

* Heat networks:
* 90% relief from non-domestic rates until 2024 for networks usingrenewable and waste sources
 Delivery Plan and consultation on securing demandin 2022
* Regulatoryregimeto be in place by 2023

 New heat networks will need to be powered using low and zero emissions sources of heat
from 2023
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Current delivery schemes

. Communities .
. Business . Multi-sector
Domestic support subbort and Public subbort
PP Sector PP

Home Energy Scotland Home Energy Scotland: Energy Efficiency Community and Low Carbon
Free independent Loans and Cashback Business Support Renewable Energy Infrastructure Transition
advice and referral Interest free loan with 40%  Service Scheme (CARES) Programme
scheme cashback grant for Free advice and Advice andfunding Range of support from

energy efficiency and75% support to SMEs for support forrenewable advice to financial

cashback forrenewable energy efficiency energy support forlow carbon

heatingsystem and heat projects, including heat

decarbonisation network capital support
and social landlord
heat decarbonisation
Area Based Schemes Warmer Homes Scotland  Energy Efficiency Public Sector Non- District Heating Loan
Fuelpoverty schemedel Fuelpovertyschemedeliv Business SupportSME Domestic Energy Fund
ivering ering heating Loanand Cashback Efficiency Framework Opentolocal
energy efficiency, improvements and Low-cost loan and Energy Performance authorities, social
leveraging ECO and priv.  energy efficiency.Recent cashbackforenergy ConfractFrameworkfor landlords, SMEsand
ateinvestment. grant level extensionto efficiency and larger public sector ESCOs with fewer than
Particularly effective for  support heat pumps. renewable heat projects 250 employees.
mixed tenure multi-
occupancy buildings.
~ * ~ T B~ Ty v o4 = ’ “PP” 4 | Scottish Government
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Kick starting investment in the transition

« We have committedto investing almost £1.6bn to buildupon, expand and improve our heat
and energy efficiency programmes over the next five years.

« We propose to expand existing delivery programmes, focusing on four strategic priorities:
1. Supporting those least able to pay
2. Investing in strategic technologies in low and no regrets areas
3. Showcasing net zero leadership through early adoption
4. Investing in innovation and demonsiration
« We willstrike the right balance to ensure fairness, particularly between those who make the

transition early (and so potentially face higherlifetime costs) and those who transition much
later.

« LCITPcallfor evidence.
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Working towards a long term market framework

» Key issues
e The total cost of converting the building stockis in the region of £33bn
e Annual investment estimated to peak around £2-2.5bn in late 2020s.

e As we scale up deployment it will be important to move towards an appropriate market
framework.

e create demand for energy efficiency, low and zero emissions
* help consumers overcome the upfront cost of investment
e attfracting and securing other private investment and finance

100%

* Key actions Zg?
* New finance mechanisms— Green Heat Finance Taskforce ™
. . . 2 I Other Direct costs
* Investigafing options around local tax powers p — Lo l—
° perating co
* Publicly owneg:l energy company — potential provisionof ;7 'X";:.?;"Li:.‘.’é':mgm. ;
he O-I- OS O SerVI Ce ]g: =i‘ne\;5<;r:‘r(n::;<:l and social obligation costs
o e . breakdown breakdown eakdown
* Balance between gas and electricity prices, dosd doouh e
includinglevies (UK Government)
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A Regulatory Framework

2021 2022 | 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2034 2037 2038 2039 2040 2041 2042 2043 2044 2045
PRIVATE RENTED  Consult and legislation Minimum EPC C All to
HOUSING with all new tenancies comply
(PRS)
- All to
OWNER  Consuli and legislation At trigger point buildings required to: achieve a good level of energy efficiency, comply*
OCCUPIER equivalent to EPC C rating (where not technically feasible/cost-effective, minimum
levels of Fabric Energy Performance of walls, roof and windows to be met)
OWNER S : i : o : All to
(Within scope of devolved powers) install a zero emission heating supply such as electricity, heat network, or over time
OCCUPIER ) i ; : comply*
AND PRS potentially 100% hydrogen to allow time for gas grid to decarbonise.
SOCIAL EESSH 2 Revicans Standard requiring a good level of energy efficiency, equivalent All to
HOUSING to EPC B where technically feasible and cost effective comply
MULTITENURE/  Consult and legislation Standard requiring a good level of energy efficiency, equivalent to EPC C where technicaly feasible and cost effective
MIXED USE
All o
(within scope of devolved powers) installation of zero emission heating system such as electricity, heat network, or over time
potentially 100% hydrogen to allow time for gas grid to decarbonise.
NONDOMESTIC  Consult and . : o : . s
BUILDINGS legislation More challenging energy improvement targets fo reduce demand for heat and ensure zero emissions heat supply to apply at frigger points. comply*
PUBLIC SECTOR

BUILDINGS Application and roll out of Net Zero Carbon Public Buildings Standard for new and major refubished buildings

BG\III'_II'):'EGV; Consult and legislation New consents fo use zero emissions heating and achieve a very high level of energy efficiency

* Backstops could be set earlier for example for zones for zero emissions heating.

i 3

T T ="
?!t@ﬂ%

Lo~

VTN

P ’ Scottish Government
> 4 Riaghaltas na h-Alba
. | gov.scot

] P T
" ' HEBH - 5
@ Annnl £C° @

ooooo
0oooo
0oooo

a3



* The opportunity

e As many as 24,000 jobs could be supported each yearin Scotland by the roll-out of zero
emissions heat.

* We want to ensure that the economic opportunities that the heat transition creates, are
captured by Scottish businesses

e We are committed to buildinglocal supply chains, maximising local job creation across
the breadth of Scotland, and ensuring a just transition.

* Key actions
* heat pump sectordeal expert advisory group.
* new entrants and inward investment.
* new supply chain action plan
e potential for generating export growth
e call forevidence on a new framework of support forinnovation
e Skills consultation published alongside this Strategy.
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Economic Opportunities

Case study: Innovationin our supply chain- supporting heat
. . . N decarbonisation through innovative heat batteries.

Case study: ManufacturingHeatPumpsin Scotland - Mitsubishi

4 q 49 . Sunamp is a Scottish company that designs
Eleciric Air Conditioning Systems Europe Ltd and e faetured thermal Bareres ing
phase change material that cuts fuel costs
. L. . . . . d carb issions by stori ilabl
Mitsubishi Electric has a long association with Scotland, being based in Livingston Z:ergs;ré)rz ?Qgi‘f;‘;g;ngrﬁfn?v"' avie
since 1979. The Livingston manufacturing campus produces a range of air source renewable sources as heat and releasing it
heat pump technologies, marketed under Ecodan. The Livingston campus ;oefneo"'rv]jr hotwater and space heating on
currently operates within a footprint of 54,000 thousand m? across 5 separate
production sites and employs circa. 1,400 people, with a doubling in the number Their heat batteries are up to four times

smaller and more efficient than
of employees overthelast 6 yietelis: conv entional hot water cylinders, freeing

up space in homes and saving energy. The
patented technology, developedin
collaboration with Univ ersity of Edinburgh,
also has wide applications in commercial,
industrial and automotiv e settings.

Image of Mitsubishi plantin Scotland, sourced from Mitsubishi (January 2021)

Scottish Enterprise has supported Sunamp fromiits inception, with a total of
£2m invested to date via R&D and commercialisation grants, and is now
working with the company to develop a heat battery factory with the
potential to produce 500,000 heat batteries per year for Scofttish, UK and
export markets. Scottish Government funding has enabled the installation
of heat batteries in over 800 Scottish homes. The technology has been
eligible for support through Home Energy Scotland loans since 2018,
acknowledging the role of thermal storage in the decarbonisation of heat.

Through these made-in-Scotland products, Sunamp aims to transform how
we generate, store and use heat in order to make a significant impact on
tackling climate change both in Scotland and beyond.

Image of Cupboard Comparison showing space savingusing water cylinder. Provided by Sunamp (

January 2021)
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Working with the UK Government

O O
 Market framework (taxes and levies) q?—'_P
* Whole system (gas network, electricity generafion) ﬁ)
e Regulation
e Heat Network customer protection
* Hydrogen ready boilers
e Bioenergy

e UK wide support schemes — ECO and Clean Heat
e Access to data
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* The pace and scale of the trajectory we must take to meet our net zero ambitions is unprecedented
and willtouch the lives of almost everyone in Scotland.

* 185 pages, 100 plus actions

* The Heatin Buildings Jigsaw — multi faceted approach to bring together the action and developing
solutions needed to realise change.

e Place

o Energy Networks

e Investment

e A lLong-Term Market Framework

e A Regulatory Framework

e The Economic Opportunity

e Working with the UK Government

e Monitoring, Evaluation and Future Decision Making

* The range of areas of work this will necessitate from policy design through regs to delivery.
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Thank you.

* Q&A

 Email contact: heatinbuildings@gov.scot
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