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Date: 7th March 2017                                                                                                                        No.155         
 
Subject:  The Scottish Government’s Energy Strategy Consultation 
 
1. Overview of report 
 

This report has been developed by the NFLA Scotland Policy Advisor on the request of the NFLA 
Scotland Forum. It provides a comprehensive overview of the Scottish Government’s recently 
published Energy Strategy for the next decade and its energy vision through to 2050. It also 
provides a distinctive NFLA view on the strategy and a model response to the accompanying 
Scottish Government consultation on the matter.  
 
The Scottish Government is presently consulting on its draft Energy Strategy. The public is asked 
to respond using the consultation platform, Citizen Space at this web link: 
https://consult.scotland.gov.uk/energy-and-climate-change-directorate/draft-energy-strategy/  

 
Respondents can save and return your responses while the consultation is still open. The 
consultation closes on 30th May. 

 
There are six other documents which are related to this consultation (see annexe). Amongst those 
which invite a response are the following: 
 

• Scotland’s Energy Efficiency Strategy here: https://consult.scotland.gov.uk/energy-and-climate-
change-directorate/scotlands-energy-efficiency-programme  

 

• Scotland’s Heat and Energy Efficiency Strategies and Regulation of District Heating here: 
https://consult.scotland.gov.uk/energy-and-climate-change-directorate/local-heat-and-
energyefficiency/ and 

 
 

• A Draft Onshore Wind Policy for Scotland which can be responded to here: 
https://consult.scotland.gov.uk/energy-and-climate-change-directorate/draft-onshore-wind-
policy-statement/  

    
2. Highlights of the Energy Strategy 
 

• The Scottish Government’s Draft Climate Change Plan - 
http://www.gov.scot/Resource/0051/00513102.pdf sets out policies to reduce greenhouse 
house emissions by 66% by 2032 compared with 1990. The Energy Strategy covers a longer 
period up to 2050, by which time greenhouse gas emissions should be reduced by 80%. 

 

 
 
 
 
 
 
 
 
 
 
 

 
 

 
THE LOCAL GOVERNMENT VOICE ON NUCLEAR ISSUES 

 

C/o NFLA Secretariat, Nuclear Policy, City Policy, Level 5, Town Hall Extension, Manchester, M60 3NY 

Tel: 0161 234 3244    E-Mail: s.morris4@manchester.gov.uk   Website: http://www.nuclearpolicy.info 
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• Electricity consumption only represents 22% of Scotland’s overall energy demand. Electricity 
production has already been largely decarbonised in Scotland with the closure of the 
Longannet coal-fired power station in Fife. So heat and transport take on an even greater 
significance. Non-electrical heat accounts for 53% of energy demand and transportation fuels 
25%. Scotland’s heating requirements are supplied predominantly from natural gas. In 2015, 
an estimated 79% of homes used natural gas as their primary heating fuel. Addressing this 
demand represents a key challenge for the future in balancing the needs of consumers with a 
lower carbon secure energy system. 
 

• The Energy Strategy sets a target of producing 50% of all energy (including heat and 
transport not just electricity) from renewables by 2030. This target is widely supported by 
environmental NGOs, including NFLA Scotland, and the renewable industry. 
 

• The vision for 2050 is of a strong low carbon economy – sharing the benefits across our 
communities, reducing social inequalities, and creating a vibrant climate for innovation, 
investment and high value jobs. It will be a modern, integrated, clean energy system, 
delivering reliable energy supplies at an affordable price in a market that treats all consumers 
fairly. 
 

• By 2050 the Government wants to see an almost completely decarbonised energy system; 
there will be extensive low carbon heat networks; Carbon Capture and Storage (CCS) will be 
operational at a large-scale; there will be new forms of flexible generation and demand 
management; and shared ownership of renewables and local energy systems. 
 

� In 2014, the low carbon and renewable energy economy supported 43,500 jobs in Scotland, 
compared with around 124,500 jobs across Scotland in oil and gas 2016. 
 

� The Strategy represents a renewed emphasis on energy efficiency which was designated as 
National Infrastructure Priority in June 2015. 
 

� The Strategy sets a new target of 1 GW of community and locally-owned energy by 2020 (up 
from 500MW), and 2 GW by 2030; and at least half of newly consented renewable energy 
projects will have an element of shared ownership by 2020. 
 

� Up to £50 million in funding will be awarded to 13 projects, at sites across Scotland to 
demonstrate low carbon or renewable electricity, heating or storage solutions. 
 

� The Strategy sets an ambition to make Scotland first in UK to host subsidy free onshore wind. 
 

� Innovation in offshore marine energy including floating wind is strongly supported. 
 

� The Strategy Consultation seeks views on (a) the importance of large scale storage; (b) 
Hydrogen; (c) Energy efficiency & district heating; (d) Setting up a Scottish Government 
energy company, and (e) Renewable energy bonds. 
 

The Energy Strategy priorities are: 
 

• continuing to support the recovery of North Sea oil and gas as a highly regulated source of 
hydrocarbon fuels;  

• supporting the demonstration and commercialisation of Carbon Capture and Storage and 
CO2 utilisation;  

• exploring the role of new energy sources in Scotland’s energy system;  

• increasing renewable energy generation; and  

• increasing the flexibility, efficiency, and resilience of the energy system as a whole. 
 
3. Executive Summary of NFLA View of the Scottish Government Energy Strategy 
 

The NFLA: 
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• warmly welcomes the new focus on local energy economies; 

• is disappointed by a lack of practical concrete support for the solar industry; 

• is concerned about the impact of shifting large numbers of households onto electric 
heating, and believes that, along with establishing more district heat networks, more of a 
focus on green gas could avoid the grid problems associated with the huge peaks in 
demand likely on a cold winters day; 

• believes that the concept of base-load generation is obsolete. What is required is flexible 
power (and flexible demand too) so that supply and demand can be matched instant by 
instant.  

• would like to see more investigation into the role of CHP-district heating in balancing 
green energy; 

• would like to see more concrete steps to support low carbon heat; 

• fully supports the aspirations of the Scottish Energy Efficiency Programme, it is our view 
that the timetable is far too slow and the plans still short of detail; 

• feels that the focus for the oil and gas industry should be on assisting a just transition for 
those working in the industry rather than maximising recovery of oil and gas from the 
North Sea which could well end up being a dead end. 

 
4. Local Energy 
 

Local Authorities will want to welcome the new focus on local energy economies contained in 
the Draft Strategy. With the creation of local solutions to meet local needs – so-called 
decentralised or distributed energy systems - the Strategy says there is the: 

 
“…potential to create vibrant local energy economies. Heat electricity and storage 
technologies combined with demand management and energy efficiency on an area-by-area 
basis could realise substantial local economic environmental and social benefits.” 

 
Scottish companies and communities have pioneered the development of innovative local 
energy systems. In particular, the desire for renewable generation in areas of constrained 
electricity grid, thereby limiting export potential, has driven remarkable innovation in 
technology, systems, business and engineering models for local provision. 

 
However, despite the fact that the Energy Strategy has been welcomed by the Solar Trade 
Association (STA) local authorities may be disappointed by the lack of practical concrete 
support for solar as a key technology in driving locally controlled decentralised energy. The 
government says it will “consider the on-going role for solar” as part of a further review of 
energy standards within building regulations. In addition, it will look to build on its 
commitment to ensure at least half of newly consented renewable energy projects have an 
element of shared ownership by ensuring guidance for these projects fully recognises the 
opportunities for solar.  

 
The Energy Strategy outlines continued high levels of support to be given to the oil and gas 
sector, which currently delivers 75% of total energy consumption. But it doesn’t seem to offer 
a commensurate level of concern for the solar industry which has probably lost 2 or 3,000 
jobs over the last year or so due to UK Government cuts in subsidies. (1) 

 
5. Solar Power 
 

The Solar Trade Association“…urge[s] the Scottish Government to use all tools available to 
them to encourage solar, especially to lower the business rates that are stifling growth. Solar 
will be a key part of the diverse energy mix needed to meet Scotland’s energy demands in a 
low carbon way.” 

 
By the end of March 2016 there was only 188 MW of solar PV capacity in Scotland compared 
to 8,700 MW (or 8.7GW) across the UK. Solar deployment in Scotland is therefore 
disproportionately low compared to England and Wales. If the 8GW of solar was distributed 
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proportionately across the UK, Scotland would have in the region of 800MW of deployment. 
The STA estimates that 2GW (=2000MW) of solar PV in 2020 would be a reasonable target 
for solar in Scotland. (2) 

 
The Strategy’s target of 1 GW of community and locally-owned energy by 2020, and 2GW by 
2030, along with discussions about setting up a Scottish Government energy company, and 
establishing renewable energy bonds could all be a positive benefit for solar power. But a 
bigger push to install solar panels on publicly-owned buildings is urgently required.  

 
Seven primary schools in Glasgow will have solar panels installed by April 2017. (3) 
Edinburgh City Council has had solar panels installed on 25 schools and leisure centres in an 
inspiring project by the Edinburgh Community Solar Co-operative. (4) But it is unclear how 
solar power will be developed in future after recent UK Government cuts in subsidies. 
According to a survey carried out by LG Solar, 71% of UK councils have no strategy or plan 
for future solar investment, and no target for future deployment. 70% have no plans to deploy 
solar in the next five years. Many councils blame changes to government subsidy schemes, 
with 47% citing cuts in financial support as the main barrier to investment in solar energy. 
Lack of capital to provide up-front investment was also cited as a barrier by 23% of 
respondents, while a lack of internal stakeholder buy-in was highlighted by six per cent. (5) 

 
Despite cuts to subsidies, some local authorities are though still finding ways to make an 
economic case to install solar panels. Portsmouth City Council for instance has realised that 
a good financial return can still be achieved by taking a different route. Power purchase 
agreements (PPAs) with commercial tenants of local authority owned buildings, or indeed the 
council simply using the electricity in the buildings it occupies itself is the answer. The 
Council has already fitted 2MW of roof based solar panels which will have benefitted from 
higher feed-in tariffs. PV panels have been fitted at over 200 sites ranging in size from 4kW 
to 175kW and including several high energy using sheltered blocks, large multi-use buildings, 
libraries, and large and small blocks of residential flats. Portsmouth is now proposing to carry 
on installing, where many other authorities have called a halt to such work, due to the FiT 
rates plummeting. This is far sighted and the sort of longer term thinking that is required to 
achieve success in the roll out of renewable energy in the public sector. The Council 
announced in June 2016 that it was preparing to begin a substantial solar roll-out scheme 
worth up to £10 million which will see hopefully 2MW of PV panels installed each year on 
council owned buildings across the city over the next four years. (6) 

 
Swindon Council began construction of a second solar farm funded by a unique council solar 
bond in January 2017. The bond raised over £2.4 million from more than 800 investors in just 
six weeks. The council plans to install 200MW of renewable capacity by 2020 (7)  

 
Stanley Town Council in County Durham teamed up with North Star Solar to offer fuel-poor 
households the chance to install solar panels, battery storage technology and LED lighting 
free of charge and independent of government subsidies. (8) Camden Council has teamed 
up with Islington and Waltham Forest to deliver a pilot programme designed to reduce the 
fuel bills of residents at risk of fuel poverty. The ’24/7 Solar’ initiative is being part-funded by 
national fuel poverty charity National Energy Action and will utilise solar panels and energy 
storage systems to test the potential benefits of storing solar electricity to supplement a 
householder’s evening power use. (9) 

 
The Scottish Government could emulate such forward thinking local authorities, not only for 
its own estate, but also by encouraging local authorities and public bodies to follow suit.  

 
6. Decarbonising Heat 
 

The Scottish Government’s draft Climate Change Plan shows that by the mid-2030s there will 
need to be almost complete decarbonisation of our buildings, requiring significant reductions 
in our use of natural gas, which is currently our main source of heat, and other fossil fuels. 
Replacing individual gas boilers with district heating, rather than individual electric heating 
systems, would reduce the need extensive upgrading of the electricity network to cope with 
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huge fluctuations in demand on cold winter days. The UK National Comprehensive 
Assessment of District Heating and Cooling (2015), estimated that 4TWh p.a. (7%) of 
Scotland’s total heat demand in 2025 could be met by district heating and cooling on a 
socially cost-effective basis. The UK Committee on Climate Change estimates that by 2050, 
district heating could supply up to 20% of the UK’s total building heat demand.  

 
The Scottish Government announced in June 2015 that it would take long-term action to 
reduce the energy demand of, and decarbonise the heat supply to, our residential, services 
and industrial sectors. Energy efficiency was designated as a national infrastructure priority. 

 
The draft Climate Change Plan pathway shows that electricity demand could increase by 
approximately 30% in Scotland as a result of the electrification of heating and transport. To 
accommodate this increase, flexibility and efficiency of the electricity system will be of 
increasing importance as well as the resilient supply of electricity throughout Scotland. 

 
In contrast, Germany, which is planning an entirely non-nuclear route, even with the same 
2050 objective of an 80% reduction in greenhouse gases, expects electricity demand to be 
25% below present levels by 2050 – compared with Scotland’s 30% increase – by 
implementing energy efficiency programmes. In NFLA’s view Scotland’s ambition should be 
much closer to that of Germany. (10)  

 
Scotland’s Energy Efficiency Programme (SEEP) aims to integrate the decarbonisation of 
heat with energy efficiency measures. Unfortunately decisions on the future decarbonisation 
of the gas network will be taken by the UK Government, and probably not until after 2025. 
The Climate Change plan therefore prioritises demand reduction measures in the period from 
now until 2025, after which we expect there to be a clear decision on the future of gas in the 
UK. Whilst NFLA fully supports efforts to reduce energy demand, this should not preclude 
support for green gas and injecting biogas into the gas grid. 

 
Electricity distribution networks may find it difficult to cope with the huge fluctuations in 
demand on a really cold winter’s day without extensive upgrading as more and more heating 
is transferred to electricity. Are we really expecting every household with gas central heating 
to rip out their boiler and radiators and install a completely new system probably using 
ground or air-source heat pumps? This would be extremely expensive for each individual 
consumer and most people probably couldn’t afford it without massive subsidies. Would it not 
be possible to continue to use the UK’s gas distribution grid, developed over many years and 
only recently upgraded with new pipes anyway? (11) On the other hand, a recent report from 
SSE estimates that it is 30% cheaper to install district heating compared with replacing each 
individual gas boiler. (12)  

 
7. Balancing Green Energy 
 

The Scottish Government has supported a number of projects which demonstrate how 
hydrogen produced from renewable sources via electrolysis can be produced, stored, and 
used when required for local energy and transport. There is significant potential for these 
projects to be replicated or scaled-up in the future. Hydrogen may have the potential to 
deliver the lowest cost and least disruptive solution for the decarbonisation of heat. Hydrogen 
gas could also be injected into the gas grid. The Strategy flags up the possibility of converting 
whole areas of the network to work on 100% hydrogen as proposed by the H21 Leeds City 
Gate project. The Strategy says there is some evidence to suggest that hydrogen can offer 
significant cost savings for customers compared to alternative low carbon heat sources such 
as electricity, or district heating. A recent KPMG report also found it more practical and more 
acceptable to customers.  

 
One technology which is not discussed which could play a useful role in balancing green 
energy is a system called Power to Gas (or P2G) which generates hydrogen from surplus 
renewable energy and then combines it with carbon dioxide to make methane. P2G is 
already operating in Lower Saxony. The plant is operated by Audi. The CO2 comes from a 
neighbouring anaerobic digestion plant. The resultant methane can then either be injected 
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into the gas grid to provide green gas, or it can be used to generate electricity when 
renewables are not producing sufficient electricity. (13) 

 
The Scottish Government should investigate further the role hydrogen and P2G could play 
particularly in isolated and rural communities which have been waiting too long for grid 
connections.  

 
8. Combined Heat and Power 
 

In 2016 Aberdeen councillors unanimously agreed to an £11m expansion of the City’s district 
heating network – offering 350 more homes the chance to save on their energy bills. 
Aberdeen Heat and Power (AHP) has grown substantially since it began in 2002 and 
currently provides heat for 2,361 flats in 33 multi-story blocks, two sheltered housing blocks 
and 13 public buildings. (14) Only about 2% of heat is supplied via a heat networks in Britain 
compared with Denmark where 60% of the population is connected. As well as delivering 
significant carbon savings, district heating systems cut energy costs – heating a flat via a 
gas-fired network costs around 30 % less than it does using an individual gas boiler. (15)  

 
Research carried out for WWF Scotland suggests around 350,000 Scottish dwellings need to 
be connected to a (renewables-fed) district heating network by 2030 – the equivalent of 50% 
of all households in Aberdeen, Dundee, Edinburgh and Glasgow - to meet climate targets. 
(16) District heating networks can be fed with heat from a range of sources from gas-fired 
and biomass-fired Combined Heat and Power (CHP) stations which also generate electricity, 
to deep boreholes which extract geothermal heat from underground. In Glasgow heat is 
being captured from trapped water in old flooded coal mines via heat pumps. In Lerwick 
Shetland Heat and Power is hoping to extend its heat network by installing a 2MW heat pump 
made by Star Renewables in Glasgow to abstract heat from Lerwick Harbour. (17) In the 
London Borough of Newham there are plans to harness the energy from “fatbergs”, the bus-
size balls of grease which cost Thames Water an estimated £1 million a month to remove 
from its sewers. (18)  

 
The Strategy document is short on any detail about how local authorities might be supported 
in developing district heating networks  

 
CHP-district heating networks could also be used for another crucial role. In Germany, where 
wind and solar PV are producing an ever greater proportion of electricity, CHP plants are 
expected to take on the role of providing more flexible electricity generation. At the moment 
CHP plants focus on meeting the demand for heat. Electricity production is seen as a useful 
by-product. But in future the focus will switch to providing electricity when the output from 
wind and solar is low. (19) On the other hand district heating systems could absorb large 
quantities of surplus electricity by using heat pumps to heat water which can be stored for 
use later. This means CHP district heating networks could be used to balance power grids in 
order to compensate for fluctuations in renewable output becoming the backbone of a new 
sustainable energy system. (20) 

 
The concept of baseload power is obsolete. What Scotland needs is flexible power (and 
flexible demand too) so that supply and demand can be matched instant by instant. (21) 
Rather than attempting to promote new thermal electricity generation to provide base-load 
capacity, NFLA believes the Scottish Government should look at the role of CHP and district 
heating to balance green energy.  

 
9. Regulation of District Heating 
 

The Observer recently reported on a growing number of households who estimate they’re 
paying up to three times more than the expected price for heating but don’t have the right to 
switch to another company. They are among the 220,000 households signed up to District 
Heating networks which power entire estates by sending hot water and steam via insulated 
pipes from a central generator, instead of having a boiler in each home. The system, often 
fuelled by natural gas or biomass, is often run by suppliers who are unregulated and 
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customers of only five of them have the right to turn to the energy ombudsman if things go 
wrong.  

 
On the face of it, the schemes are good news. Last year the UK government announced it 
was investing £320m in expanding the system across the UK and predicts that it will supply 8 
million households by 2030. In London, where new developments are required to be zero 
carbon, it is being used in most large estates. In reality, though, residents complain of 
enormous, opaque energy bills, frequent outages and misinformation. Once they’ve bought 
into a development, residents are locked into a monopoly. They are not allowed to fit solar 
panels or air source heat pumps and, whether or not they use their heating, remain liable for 
often large standing charges which include maintenance and repair of the infrastructure. 
Planning guidelines in London mean that every large development now has to install a district 
heating network. But as it is unregulated there is no consistency in what customers are 
charged for heat or standing charges between developments or even flats within 
developments. (22) 

 
The Scottish Government’s vision is to achieve a significant increase in deployment of 
affordable low carbon district heating as part of the route to a largely decarbonised heat 
system, moving from the current approach to a more strategically planned, integrated and 
comprehensive system that is attractive for investors and that takes into account heat user’s 
needs. The Government says this will require a close relationship between the Scottish 
Government’s national objectives and local planning and delivery of programmes by local 
authorities and their partners. 

 
There needs to be an agreed framework for regulation of district heating, and mechanisms to 
achieve coordination across the various stakeholders, helping to give certainty for the 
development of district heating networks. Currently, many of the existing heat networks in this 
country often consist of groups of buildings under single ownership; for example, campuses 
and blocks of flats owned by one local authority or housing association. If networks are to 
expand they will need to deliver heat to buildings under different ownership. The Scottish 
Government is therefore seeking views on whether a regulatory framework can be 
established in support its vision in which heat network development can be coordinated, risks 
can be managed to reduce the cost of capital and heat users and other relevant parties are 
satisfied with the system. 

 
The Scottish Government is proposing that a new regulatory framework for heat and energy 
efficiency strategies, and for regulation of district heating, should focus on two key areas. 
Firstly a requirement that local authorities create Local Heat & Energy Efficiency Strategies 
(LHEES) to support the delivery of heat decarbonisation and energy efficiency objectives of 
Scotland’s Energy Efficiency Programme (SEEP); and secondly that regulation be put in 
place to specifically support the development of district heating, including provisions for 
zoning of areas for heat networks, connecting users and surplus heat loads, technical 
standards and consumer protection. 

 
NFLA’s view is that local authorities will generally be very supportive of well regulated district 
heating proposals which can help tackle both fuel poverty and climate change. However, time 
is short, and if Scotland is to largely decarbonise heat over the next thirty years, local 
authorities need resources to be delivered soon to be able to get on with the job. 

 
10. Geothermal Heat 
 

Supporters of geothermal energy will be disappointed to read only one passing mention to 
this energy source in the Strategy. It is already known that there is potential to deploy 
geothermal energy on a very wide scale in Scotland. 

 
A £250,000 Challenge Fund was launched by the Scottish Government in March 2015 to 
explore the roll-out of geothermal energy projects. This was intended to build on the 
experience of housing projects in Shettleston and Fife. Scotland’s Midland Valley features a 
network of abandoned mines in many areas. These are now flooded and could play an 
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important role in future in energy supply, providing access to thermal reservoirs. Small-scale 
housing projects in Glenalmond Street, Shettleston, and Lumphinnans, Fife, use water from 
disused mines to provide the heat for members of the local community. (23) 

 
Plans to drill a deep geothermal well below Aberdeen could help position the region as a 
global energy hub and highlight the potential from this form of energy for the rest of the UK. A 
report by Iain Stewart, professor of geoscience communication at Plymouth University, says 
Scotland could do more with the geothermal resources on its doorstep as part of a push for 
clean, renewable energy. Stewart’s study into the feasibility of installing a deep geothermal 
single well (DGSW) at the new site of the Aberdeen Exhibition and Conference Centre 
(AECC), at a cost of £1.5m-£2.5m, concludes that it represents a unique opportunity. Stewart 
said the scheme would supply low-carbon heat to the AECC and nearby homes, be a catalyst 
for deep geothermal energy in Scotland by acting as a showcase project, work as an 
educational tool to raise public awareness, and help develop crossover skills with the oil and 
gas industry. The project does not require fracking and so it is more likely to be acceptable to 
the public than some other geothermal projects involving “stimulation techniques”. Aberdeen 
is one of five areas where geothermal feasibility studies have been backed by the Scottish 
government. (24) 

 
The others areas are Guardbridge in Fife, Polkemmet in West Lothian, Hartwood in North 
Lanarkshire, and Hill of Banchory in Aberdeenshire. (25) Another pioneering scheme in North 
Lanarkshire could see around 700 households benefit from a source of warmth from the 
legacy left behind by Scotland’s coal-mining past. In a joint effort with local councillors, 
scientists from the James Hutton Institute are exploring the possibility of creating a cutting-
edge geothermal district heating system by tapping the warmth of underground floodwater at 
the disused Kingshill Colliery at Allanton. (26) 

 
The Scottish Government published the independent scientific reports it commissioned on 
the prospects for four geothermal energy sites – just hours before parliament was dissolved 
in May 2016. The expectation then was that a future strategy for geothermal energy would be 
included in the Scottish Energy Strategy, but this does not seem to have happened. (27) 

 
11. Energy Efficiency 
 

Scotland’s Energy Efficiency Programme (SEEP) is under development and will be rolled out 
from 2018. It will be an ambitious 15 to 20 year programme which will contribute to achieving 
climate change targets, and help tackle fuel poverty. SEEP will be a coordinated programme 
to improve the energy efficiency of homes and buildings in the commercial, public and 
industrial sectors and to decarbonise their heat supply, with an initial estimated overall 
investment in excess of £10 billion, the final figure will be determined by decisions taken on 
the future decarbonisation of the heat supply.  

 
SEEP aims to reduce the energy demand, and decarbonise the heating of, Scotland’s built 
environment in a way that is socially and economically sustainable. The commitment in the 
Energy Strategy and Climate Change Plan means that Scotland now needs to go beyond 
current ambitions in order to deliver the much more challenging targets for decarbonisation of 
heat supply and reduction of energy demand across all our buildings. SEEP is the Scottish 
Government’s main policy vehicle to achieve this and to help tackle fuel poverty. 

 
The Programme for Government commits the Scottish Government to bring forward 
consultations to inform the development of SEEP, including: 

 

• the regulation of private rented sector housing to increase efficiency standards; (A 
consultation on this is expected to be published in February 2016) 

• heat regulations commensurate with the scale of the heat market; (A consultation paper 
on Local Heat & Energy Efficiency Strategies (LHEES), and regulation of district 
heating was published alongside the Energy Strategy Consultation) and 
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• phased regulation of other existing buildings to bring them up to higher energy 
efficiency standards as well as an exploration of financial incentives.  

• Ministers have also committed to setting a new statutory fuel poverty target and long-
term strategy, and to introduce ‘Warm Homes’ legislation in this Parliament to deliver 
these. 

 
SEEP will be an opportunity to create a substantial Scottish market and supply chain for 
energy efficiency services and technologies, with an estimated 4,000 jobs per annum, once 
fully operation, across Scotland, including in remote areas, based on initial estimated 
minimum investment in excess of £10 billion. 

 
The SEEP Consultation document asks: how can Scotland best meet this vision and 
underpinning objectives in a way that is both socially and economically sustainable and 
supports long-term inclusive growth? The document seeks stakeholders’ views on how to set 
appropriate milestones for energy efficiency improvement and heat decarbonisation of 
buildings to ensure that the level of emissions reduction ambition (i.e. near-zero carbon 
buildings) is achieved. The consultation document seeks views on how we might design the 
detail of the policy and delivery framework for the Programme. The material presented gives 
an overview of some of the key issues that have been raised during this policy scoping, as 
well as in the related work on developing pilot projects for delivery. 

 
If SEEP is to achieve its objectives of significantly reducing energy demand and 
decarbonising heat supply, evidence from energy efficiency and lower carbon heat 
programmes operated by the Scottish Government and other partners suggests that further 
intervention is needed to stimulate market demand for energy efficiency improvements and 
low carbon heat. These would probably need to include minimum efficiency standards, 
regulation and financial incentives. 

 
The NFLA agrees with the Existing Homes Alliance. Whilst the NFLA fully supports the 
aspirations of the Scottish Energy Efficiency Programme, it is our view that the timetable is 
far too slow and the plans still short of detail. Given that the original target of eliminating fuel 
poverty by the end of 2016 has now been missed, a programme of energy efficiency 
improvements is urgent. 

 
12. Renewables 
 

Renewables generated the equivalent of 59.4% of Scotland’s electricity requirements in 
2015, from just over 10% in 2001. 

 
Scotland now has 595MW of community and locally-owned renewable capacity. There are a 
total of 15,570 locally and community-owned renewables sites in Scotland at present. The 
two largest power sources continue to be onshore wind (273MW) and biomass (162MW). 

 
2015 saw the largest annual increase in renewable heat output since measurement began in 
2008/09 – up by over 1,100 GWh in a single year. In 2015 an estimated 1,504 GW of 
renewable heat capacity was operational in Scotland, producing an estimated 4,165 GWh of 
useful renewable heat. Biomass contributed the majority of this, with contributions from heat 
pumps, energy from waste and solar thermal. These estimates suggest that in 2015 Scotland 
produced enough heat from renewable sources to meet between 5.3% and 5.6% of non-
electrical heat demand. 

 
Although electricity generation energy policy is largely reserved to the UK Government, the 
Scottish Government says it wants to make full use of its devolved powers to promote 
investment in appropriately sited onshore wind. The Scottish Government backs industry’s 
call to the UK Government to provide a viable route to market for cost-competitive onshore 
wind, and is now consulting on an onshore wind policy statement. Onshore wind is more cost 
effective than new nuclear and is expected to fall below the cost of a Combined Cycle Gas 
Turbine by 2020.  
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Scotland has a significant pipeline of consented projects awaiting construction with significant 
sunk costs The Scottish Government would like to see these projects developed at the 
earliest opportunity and at the lowest cost to the consumer, but without some method of 
stabilising prices developers may not be able to plan and build a viable project. There are 25 
community wind projects at a standstill as a result of UK Government changes to the feed-in 
tariff. The current pipeline of 742MW of large island wind projects on the Western Isles and 
Shetland is also at a standstill. These have pioneering shared ownership arrangements that 
would allow for significant revenue to flow directly to the communities. 

 
The consultation seeks: 

 

• Evidence on the appropriate approach to the inclusion of wind farm efficiency as a 
material consideration in the Section 36 consents guidance. 

• To facilitate a further reduction in costs which is now a precondition of continued growth 
in the pipeline. 

• To encourage innovation by, for example the use of battery storage and other 
technologies in conjunction with wind. 

• To Look at Power Purchase Agreements particularly with public bodies. 
 

The first tranche of 25-year planning permissions for onshore wind in Scotland are reaching 
expiry at a time of increasing pressure on land use, including cumulative pressures through 
onshore wind development. The potential to repower such sites represents an opportunity for 
Scotland to continue to work towards our renewable energy targets through maximising site 
and grid availability and enhancing cost competitiveness and thereby to maintain investment 
levels at a time of decreasing revenue support. Repowering also offers an opportunity to 
further pursue shared ownership with communities and the encouragement of local 
involvement. 

 
A strategic approach, based upon an analysis of both wind speeds and landscape capacity, 
may allow for a rationalisation of existing wind farm developments and/ or the identification of 
new sites where the greatest yield could be achieved within appropriate landscapes. This 
could involve either setting a large, national spatial plan for onshore wind, identifying suitable 
sites taking into account wind speeds, environmental constraints and residential amenity, or 
setting region al targets for local authorities, or fostering more co-operation between 
commercial interests. 

 
The Scottish Government wants to see a significant increase in shared ownership of energy 
projects in Scotland, putting energy into the hands of local communities and, through this, 
ensuring all stakeholders stand to benefit from greater partnership working in bringing 
forward renewable energy projects. The NFLA is fully supportive of this approach. 

 
13. Electric Vehicles 
 

At the end of June 2016, there were 3,575 electric cars and vans licensed in Scotland 
(eligible for the UK Government’s plug-in car and van grant schemes). This is compared to 
2,050 at the end of June 2015. 

 
WWF’s 2011 study, “Electric Avenues” estimated that there would need to be at least 1.7 
million EVs in the UK will by 2020 and 6.4 million by 2030 in order to achieve climate change 
targets. EVs would then represent 6% of all UK cars in 2020 and 18% in 2030. Capital grants 
and other incentives to encourage an increase in numbers of EVs will be essential to 
stimulate the market. But the report also says it is important from a Climate perspective that 
EVs are used to drive less, not more. If EVs contribute to a rise in car kilometres, we’ll need 
far more of them to achieve the same result. Greater support for walking and cycling, car 
sharing and more attractive public transport options would all help to bring down car 
kilometres by reducing the need for private car travel. Other measures such as road and 
congestion charges or higher parking charges would also help to curb demand.  
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EVs can help to support the transition to renewables by charging at times of low overall 
demand on the grid, using power from renewable sources when it might otherwise not be 
used. Charging at times when the CO2 intensity of the grid is low also helps to reduce the 
carbon impact of EVs. EVs are therefore highly compatible with greater use of renewables. 
EVs can help to ‘fill in the troughs’ of electricity demand, by using renewable power when it 
might otherwise not be used. They can also ‘shave off the peaks’ by storing excess 
generation capacity of renewables. In future, EVs may be able to supply power back to the 
grid at times of peak demand through ‘vehicle to grid’ (V2G) applications, although this 
capability is still some way off. 

 
By 2020, EVs only add an extra 1.5% demand because their uptake is limited. But even in 
the most ambitious Stretch scenario with very high EV uptake, EVs would only add a 
maximum additional load of 29,000GWh/yr in 2030, or 9% of total forecast demands for all 
end uses. (28) 

 
14. Oil and Gas 
 

The Government is, quite rightly, keen to avoid “premature cessation” of oil and gas 
production, because of the disruption this could cause to jobs and local economies. In order 
to limit the carbon emissions associated with this fuel source, the government will look to test 
the capabilities of small scale carbon capture and storage, a technology abandoned by the 
UK government last year. (29)  

 
While support for a smooth transition to a low carbon economy is welcome, the Strategy 
document argues that despite efforts to reduce greenhouse gas emissions, it is likely that 
fossil fuel consumption will be prevalent for decades to come and, under some scenarios, 
global demand for oil and gas will continue to rise until 2050.  

 
A contrasting view was put forward in a recent report by the Grantham Institute at Imperial 
College and the Carbon Tracker Initiative found that the falling cost of electric vehicles and 
solar panels could halt worldwide growth in demand for oil and coal by 2020. Fossil fuels 
could lose 10% of market share to solar power and clean cars within a decade. Emerging 
technology, such as printable solar photovoltaics which generate electricity, could bring down 
costs and boost take-up even more than currently predicted. The cost of solar has fallen 85% 
in seven years, and could supply 23% of global power generation by 2040 and 29% by 2050, 
entirely phasing coal out and leaving natural gas with just a 1% share. (30) 

 
The Imperial College report warns that relying on current industry projections might be a 
mistake that would leave investors’ money “stranded” in worthless projects. Cheaper electric 
vehicles, for example, could cut the market for oil by two million barrels a day by 2025 – “the 
same volume that caused the oil price collapse in 2014-15”. The report says solar electricity 
is on track to become “materially cheaper than alternative power options globally”. (31) 

 
15. Nuclear Power 
 

The NFLA does not support life extensions for existing nuclear stations and, given the 
publicised problems of cracking in the graphite bricks, believes that provision should be made 
for the closure of Torness and Hunterston B earlier than expected. (32) 

 
NFLA notes with concern the Scottish Government’s policy of not replacing these plants with 
new nuclear generation, “under current technologies”. [Emphasis added]. There is no 
need to be keeping the door open to any kind of alternative nuclear technology, and NFLA 
believes this phrase should be removed from the final document. 

 
16. Role of Local Authorities 
 

As the strategic approach to local energy schemes takes on a greater significance, 
Scotland’s local authorities will play a pivotal role in Scotland’s energy future. The Scottish 
Government will work closely with local authorities and COSLA in the design and 
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implementation of Scotland’s Energy Strategy, including SEEP and to support the 
development of local heat and energy efficiency strategies, providing the basis of public and 
private infrastructure investment in the future. 

 
The Scottish Government already supports local authorities to develop strategies for district 
heating infrastructure through the Heat Network Partnership Strategy Support Programme, 
and through Scotland’s Heat Map. Complementing this draft Energy Strategy is the 
consultation on the development of regulation for local authorities to produce Local Heat and 
Energy Efficiency Strategies that will support area-based energy efficiency and heat 
programmes. 

 
There will be an enhanced role for local authorities and city regions in this strategic approach, 
which will help to deliver new investment and to manage the local challenges of 
decarbonisation. Collaboration between a variety of organisations and levels of government, 
communities, and private sector partners is essential to its success. 

 
In the 2016 Programme for Government, two proposals were made, which seek to support 
the growth of renewables in Scotland, and in particular support ambitions around community 
and locally owned energy. Firstly the Government plans to explore the potential to create a 
government owned energy company (GOEC) to help the growth of local and community 
projects. This will include empowering communities to use the income from energy 
development to support other communities develop their energy potential; and secondly to 
explore the creation of a Scottish Renewable Energy bond in order to allow savers to invest 
in and support Scotland’s renewable energy sector. 

 
Moves to set up a Government Owned Energy Company will need to take into account the 
work already being done by some Scottish local authorities to establish locally-owned energy 
companies so that these work in conjunction with each other. Aberdeen, Edinburgh, Glasgow 
and the Western Isles are all at various stages in the process of establishing an Energy 
Service Company. (33)  

 
17. NFLA Response to Consultation Questions 
 

1. What are your views on the priorities presented in Chapter 3 for energy supply over 
the coming decades? In answering, please consider whether the priorities are the 
right ones for delivering our vision. 

 
The priorities given are (1) continuing to support the recovery of North Sea oil and gas as a 
highly regulated source of hydrocarbon fuels; (2) supporting the demonstration and 
commercialisation of Carbon Capture and Storage and CO2 Utilisation; (3) exploring the role 
of new energy sources in Scotland’s energy system; (4) increasing renewable energy 
generation; and (5) increasing the flexibility, efficiency, and resilience of the energy system as 
a whole. 

 
It is felt that this does not give enough weight to the importance of decentralised energy 
particularly solar and geothermal energy, nor does it recognise that a collapse in the demand 
for fossil fuels could occur much sooner than expected. A focus on a Just Transition for those 
that work in fossil fuel based industries would be more appropriate than continued 
commitment to maximising recovery of oil and gas from the North Sea. 

 
2. What are your views on the actions for Scottish Government set out in Chapter 3 

regarding energy supply? In answering, please consider whether the actions are both 
necessary and sufficient for delivering our vision 

 
The Actions on page 33 of the consultation focus on the oil and gas industry, but there are no 
proposed actions to support the solar industry or geothermal energy.  

 
Scottish Government should encourage all public bodies to develop a strategy for solar 
energy. 71% of UK councils currently have no strategy or plan for future solar investment, 



A268 (NB155) – Scottish Energy Strategy 13

and no target for future deployment. 70% have no plans to deploy solar in the next five years. 
Many councils blame changes to government subsidy schemes, with 47% citing cuts in 
financial support as the main barrier to investment in solar energy. Lack of capital to provide 
up-front investment was also cited as a barrier by 23% of respondents, while a lack of internal 
stakeholder buy-in was highlighted by six per cent. 

 
The Chapter also needs a strategy to support Geothermal Energy, 

 
One action is to “review the role for new technologies and energy sources as transitional 
fuels for use in transport, heat and industry, with practical demonstrations where necessary.”  
It is also proposed to work on a route map for hydrogen. 

 
With the Climate Change Strategy proposing to increase the area of woodland by 10,000 ha 
per year rising to 15,000 ha per year by 2025, it is worth looking at the role local authorities 
could play in this, as well as the role timber production could play in providing biomass for 
renewable heat. Many authorities planted lots of small woodlands to celebrate the 
millennium. These woodlands now need to be thinned and some authorities have made use 
of “logs for labour” volunteer schemes to provide the labour. This may be only a very minor 
contribution to renewable heat targets, but it can also be a very important part of getting the 
public involved in local climate change mitigation plans. 

 
Whilst it is right that the Scottish Government should continue to lobby the UK Government 
for the Scottish Islands to be connected to the National Grid, the NFLA believes it is important 
to start working on route maps for the Islands to achieve energy independence using a 
combination of renewable electricity, hydrogen and green gas to provide electricity, heat and 
transport fuels - rather than waiting for the UK Government to approve grid connections 
which may never happen.  

 
For instance Orkney Council has not been sitting on its hands while it waits for a Westminster 
decision. The Islands have been awarded more than 2 million euros in EU funding as part of 
a new European-wide hydrogen project. Called BIG HIT (Building Innovative Green Hydrogen 
systems in an Isolated Territory: a pilot for Europe) it is a five-year project, involving 12 
participants based across six EU countries. The local authority partner in BIG HIT is Orkney 
Islands Council, providing local input together with the Shapinsay Development Trust (SDT), 
Community Energy Scotland (CES), and the European Marine Energy Centre (EMEC). The 
Orkney Islands have over 50 MW of installed wind, wave and tidal capacity generating over 
46 GWhr per year of renewable power, and has been a net exporter of electricity since 2013. 
Energy used to produce the hydrogen for BIG HIT will be provided by the community-owned 
wind turbines on the islands of Shapinsay and Eday, two of the islands in the Orkney 
archipelago. At present the Shapinsay and Eday turbines are often ‘curtailed’, losing on 
average more than 30% of their annual output, with their electricity output limited by grid 
capacity restrictions in Orkney. The otherwise curtailed capacity from the locally owned 
Shapinsay wind turbine will be used to produce low carbon ‘green’ hydrogen and oxygen by 
the electrolysis of water. 10 electric vans will be fitted with equipment which means they can 
use the hydrogen fuel to extend their range. (34) 

 
3. What are your views on the proposed target to supply the equivalent of 50% of all 

Scotland’s energy consumption from renewable sources by 2030? In answering, 
please consider the ambition and feasibility of such a target. 

 
NFLA is fully supportive of this target. It appears to be sufficiently ambitious to stretch both 
the industry and government at all levels. Given the dependence on decisions taken at 
Westminster for several aspects of energy policy it will be necessary for the Scottish 
Government to closely monitor progress and to step in and make changes where appropriate. 
NFLA agrees with Scottish Renewables who said: 

 
“Setting a new target for renewables to deliver half of our energy needs by 2030 sends a 
strong signal that renewable energy will be at the heart of Scotland’s economy and is key to 
meeting our climate change targets at lowest cost. While ambitious, the target is achievable 
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but absolutely depends on the right support from both the UK and Scottish governments.” 
(35) 

 
4. What are your views on the development of an appropriate target to encourage the 

full range of low and zero carbon energy technologies? 
 

Targets can be helpful in driving progress and giving the industry the confidence to invest. 
We agree with the trade body Scottish Renewables that: “Scotland’s ambitious climate 
change and renewable energy targets have put the country at the heart of the global debate 
on the transition to a low-carbon economy.” Scottish Renewables suggest that we need to at 
least treble renewable heat output by 2030 and at least double renewable electricity by the 
same date.  

 
The scale of ambition and decarbonisation needed will require local authorities and all parts 
of the public sector estate to lead the charge if the Strategy has any chance of success.  
Local authorities will need to deliver a reasonable share of carbon targets, so will need the 
resources available to do that. Appropriate policies will need to be implemented to maximise 
the use and deployment of renewable energy and low-carbon transport across the whole 
public sector estate, and all new and existing renewable energy and carbon targets will need 
to be made a material considerations in national planning policy. (36)  

 
5. What ideas do you have about how we can achieve commercial development of 

onshore wind in Scotland without subsidy?  
 

No form of generation is investable based on the wholesale price alone. Even fossil fuel 
power stations (e.g. gas, coal) receive support in the form of a capacity payment. Given that 
meeting Scotland’s Greenhouse Gas Emissions targets is a legal requirement of the Climate 
Change Act it would seem to be perfectly legitimate for public bodies to requite their utilities 
to supply 100% renewable electricity.  

 
6. What are your views on the potential future of Scotland’s decommissioned thermal 

generation sites? 
 

NFLA will leave this question for individual local authorities to answer. Suffice it to say that 
the existing grid connections will make these sites potentially valuable contributors to a future 
renewable energy strategy. 

 
7. What ideas do you have about how we can develop the role of hydrogen in Scotland’s 

energy mix? 
 

It is the NFLA view that hydrogen will be a crucial component in any future energy strategy 
because of the role that it can play in balancing green energy. The Scottish Government 
should investigate further the role hydrogen and Power to Gas (P2G) in balancing intermittent 
energy. Hydrogen generated from surplus renewable energy could be combined with carbon 
dioxide to make methane. The resultant methane can then either be injected into the gas grid 
to provide green gas, or it can be used to generate electricity when renewables are not 
producing sufficient electricity. (37) 

 
NFLA would like to see the Scottish Government work on a route map for hydrogen along 
with Aberdeen and Fife councils as well as the Island councils. The aim should be that 
renewable generation never goes to waste. Surplus electricity should be stored or used to 
produce hydrogen.  

 
8. What are your views on the priorities presented in Chapter 4 for transforming energy 

use over the coming decades? In answering, please consider whether the priorities 
are the right ones for delivering our vision.  

 
The priorities mentioned are (1) addressing the need to reduce demand and increase energy 
efficiency through the development of Scotland’s Energy Efficiency Programme; (2) helping 
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energy consumers to manage their bills, harnessing smart technology in the home and 
supporting new business models in the retail energy market; (3) supporting the introduction of 
viable, lower carbon alternatives across all modes of transport; and (4) delivering enhanced 
competitiveness and improved energy efficiency in Scotland’s manufacturing and industrial 
sectors. 

 
The priority for the Scottish Government should be to work with energy companies to help 
them adapt the traditional utility model to the new realities, so that they can emerge from their 
old, out-of-date hypercentralised structures to become fit for a future dominated by a 
decentralized model. Most, if not all, of the large European utilities now recognise that ‘large 
nuclear or thermal power plants designed to function as baseload are challenged by the more 
flexible decentralized model.’ The centralised model of power production is dying and being 
replaced by local solar and wind, supplemented by batteries and intelligent management of 
supply and demand. (38) 

 
A report from giant multinational investment bank, UBS, which declared that it is “time to join 
the [solar] revolution” is another example of how the mainstream is beginning to see the 
future of energy.(39) UBS says large centralised power stations, like the proposed £16 billion 
Hinkley Point C nuclear power station could be obsolete with 10 to 20 years. Large power 
stations will soon become extinct because they are too big and inflexible, and are “not 
relevant” for future electricity generation, according to the bank. UBS says solar energy costs 
have fallen rapidly and the technology is now on the verge of being competitive without 
subsidies. Battery costs are declining fast and electric vehicles will soon cost the same as 
conventional cars. The Bank expects home solar systems, small-scale home battery 
technology and an electric car to be a sensible investment for consumers in much of Europe 
by 2020. The UBS report follows similar analysis by other large financial institutions and 
energy experts who expect new solar and renewable technologies to drive rapid change in 
large scale utility companies. (40)  

 
9. What are your views on the actions for Scottish Government set out in Chapter 4 

regarding transforming energy use? In answering, please consider whether the 
actions are both necessary and sufficient for delivering our vision.  

 
Whilst most of the actions appear to be appropriate, it is surprising not to see more on energy 
storage and working with public sector housing providers on projects which, for instance, 
combine solar PV and battery storage or heat batteries for tenants suffering from fuel poverty. 

 
10.  What ideas do you have about what energy efficiency target we should set for 

Scotland, and how it should be measured? In answering, please consider the EU 
ambition to implement an energy efficiency target of 30% by 2030 across the EU. 

 
The NFLA fully supports the Scottish Government’s vision for Scotland’s housing stock to be 
warm, low carbon and affordable. But we agree with the Existing Homes Alliance that the 
timetable is far too slow and the plans still short of detail. Given that the original target of 
eliminating fuel poverty by the end of 2016 has now been missed, a programme of energy 
efficiency improvements is urgent.  

 
11. What are your views on the priorities presented in Chapter 5 for developing smart, 

local energy systems over the coming decades? In answering, please consider 
whether the priorities are the right ones for delivering our vision.  

 
The priorities mentioned are (1) directly supporting the demonstration and growth of new 
innovative projects; and (2) developing a strategic approach to future energy systems in 
partnership between communities, the private and public sectors. 

 
There is nothing wrong with these priorities as far as they go, but they don’t appear to be 
sufficiently overarching or strategic in their outlook. Better for instance to say: 
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• Develop a Scotland-wide route map for the development of district heating networks 
covering regulation, finance, and planning. The route map would indicate the estimated 
numbers of properties in each area which would need to be connected in order to meet 
targets by a given date. 

• Develop a strategy to support green gas. 
• Develop of strategy to support a transition to an energy system based by an extremely 

high penetration of renewables which would include a strategy for supporting various 
forms of energy storage. 

 
12. What are your views on the idea of a Government-owned energy company to support 

the development of local energy? In answering, please consider how a Government-
owned company could address specific market failure or add value. 

 
NFLA has long been supportive of local authorities establishing their own Energy Service 
Companies. Any Government owned energy company should be established after full 
discussion with those authorities already looking at establishing a local energy company. 
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