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SUBMISSION FROM CALOR GAS  

 

Executive Summary 

1. Calor fully supports the Scottish Government‟s efforts to tackle climate 

change, and is working proactively with politicians and local stakeholders to 

improve energy efficiency and lower carbon emissions in rural communities. 

2. Calor believes that the path towards reaching Scotland‟s 2020 renewable 

targets should give due consideration to issues including energy security of 

supply, infrastructure delivery, impact on consumer bills, and the potential fuel 

poverty factors associated to achieving its renewable energy and heat targets. 

3. Calor is concerned that present Scottish Government policy relies too heavily 

on wind to achieve its 2020 targets. This over-reliance on both onshore and 

offshore wind will be exacerbated by the withdrawal of nuclear power as 

plants reach end-of-life and Scotland‟s decision not to build new coal-fired 

stations. 

4. The major reliance on wind power makes electricity unnecessarily expensive 

because it needs backup by standby unabated fossil fuel capacity equivalent 

to some 80% of the installed wind capacity. 

5. Calor believes that insufficient attention has been given to infrastructure 

delivery and affordability to the Scottish Government‟s targets. The cost on 

consumers‟ bills must therefore be considered as a significant barrier to 

reaching the Scottish Government‟s renewable energy targets. 

6. Scotland‟s fuel poverty figures are startling. The latest statistics from the 

Scottish House Condition Survey show that approximately 766,000 homes or 

33% of all homes in Scotland are in fuel poverty. The Scottish Government‟s 

renewable energy targets will place upward, rather than downward, pressure 

on energy bills.  

7. Current Scottish Government policy, via the Energy Assistance Package, is to 

favour technologies such as Ground and Air Source Heat Pumps to assist fuel 

poor households, particularly in rural areas. Heat pumps have only limited 

output on single phase electricity and are of limited value in older properties. 

The Energy Saving Trust has proved that the great majority of heat pumps 

cannot be considered as “renewable” or contributing to the renewables target. 

8. Domestic heat does not all have to come from expensive electricity, wastefully  

centrally generated by unabated gas: it can be generated  by gas within the 

home using high efficiency (80-90%) Micro-CHP fuel cell boilers. 

9. Distributed generation could be part of a low cost, low carbon solution. It will 

lower household fuel bills by some 25%, and could be an effective antidote to 

fuel poverty and avoid the insecurity of supply implicit in energy supplies 

driven to unaffordable levels. It would help avoid the necessity for having 

expensive unabated fossil fuel generated at distance to generate 20% of our 

peak electricity needs for but 31 days in a year. 

10. There is currently a lack of information from Scottish Government on how the 

Green Deal will apply in Scotland and impact on energy efficiency 
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programmes such as the Energy Assistance Package. Calor asks the EET 

Committee to address how rural householders can benefit from the Green 

Deal package and how the current Energy Performance Certificate regime 

puts them at a disadvantage. 

 

Introduction 

Calor welcomes this opportunity to feed into the Economy, Energy and Tourism 

(EET) Committee‟s inquiry into Scotland‟s renewable energy targets. Calor plays a 

vital role in rural areas of Scotland, supplying bulk LPG gas and bottled gas to 

householders and businesses around the country. We are an experienced, specialist 

provider of energy to off-grid rural communities. 

 

Calor fully supports the Scottish Government‟s efforts to tackle climate change, and 

is working proactively with politicians and local stakeholders to improve energy 

efficiency and lower carbon emissions in rural communities. Our primary motivation 

is to ensure that rural property owners have a strong voice in the energy debate.  

 

Targets 

The Scottish Government has ambitious targets for both renewables and carbon 

emissions. The EET Committee asks if the renewable energy targets are achievable. 

Calor would argue that regardless as to whether the targets are achievable or not, 

due consideration must be given by the Scottish Government to issues including 

energy security of supply, infrastructure delivery, impact on consumer bills, and the 

potential fuel poverty factors associated to achieving them. 

2020 Route Map for Renewable Energy – over reliance on wind 

The Scottish Government‟s 2020 route map commits Scotland to achieving 100% 

demand for electricity from renewable sources, equating to some 16GW on installed 

capacity. The Draft Electricity Generation Policy Statement1 outlines that this 

installed capacity will be achieved by an energy mix comprising offshore wind 

(10GW potential), onshore wind (12.8GW potential), wave & tidal (1GW potential), 

hydro (2.6GW potential), bioenergy (2.0 TWh of useful heat and 0.90 TWh of 

electricity per year) and micro-generation (current generation approx. 60MW). This 

over-reliance on both onshore and offshore wind will be exacerbated by the 

withdrawal of nuclear power as plants reach end-of-life and Scotland‟s decision not 

to build new coal fired stations. 

 

In Scotland, the 2500MW connected capacity of wind power is expected to produce, 

on average 750MW of energy – however in reality it is falling well short of this target 

with total daily output as low as 9MW2.  Why is this important? Heat demand is 

„spiky‟. National Grid predicts that by 2050 the 31 coldest days of the year will 

account for 20% of the UK‟s annual heat demand (Fig 1). Climate change is likely to 

                                                           
1
 Draft Electricity Generation Policy Statement, Scottish Government, November 2010 

2
 John Muir Trust, total wind output for 28

th
 March 2011 
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lead to more extreme winters and even greater heat spikes. This reliance on wind 

makes electricity unnecessarily expensive because it needs back-up standby 

unabated fossil fuel capacity equivalent to some 80% of the installed wind capacity. 

 

 
 

Furthermore, the EET Committee does not appear to reference the associated factor 

of energy security. Security of supply is not simply about ensuring the sourcing of the 

fuels necessary to keep the economy going and keep our homes lit, warm and 

functional. If the infrastructure necessary to deliver the quantum of generation we will 

need in the future decades is lacking, or if power becomes so expensive to pay for 

that industry is exported abroad and our homes go unlit or unheated then that is a 

crisis of security of supply just as severe as interference with imports of fuels of 

power from abroad. Calor believes that insufficient attention has been given to 

infrastructure delivery and affordability to the Scottish Government‟s targets. 

 

A recent report by the Institute of Mechanical Engineers‟ (IMechE), Scottish Energy 

2020? A target too far?‟, states that the Scottish Government‟s target for achieving 

100% demand for electricity from renewables „does not appear to be supported by a 

rigorous engineering analysis of what is physically required to achieve a successful 

outcome in the timescale available‟. The report‟s authors maintain that the Scottish 

Government‟s „aspirational target appears to represent an ambition that cannot be 

justified from an engineering perspective‟.3 

Costs associated to targets 

According to a recent report by Verso Economics, the total cost to Scotland of 

supporting the renewable industry in 2009/10 through the Renewable Obligation, 

subsidies and tax exemption equated to £168.3m. Furthermore the report by Verso 

concludes that the renewable electricity industry in Scotland is dependent to a large 

extent for its viability on UK subsidies. As a disproportionate amount of energy is 

created in Scotland compared to the rest of the UK, Verso show that based 
                                                           
3
 Scottish Energy 2020? A target too far?, Institute for Mechanical Engineers, November 2011 
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generators benefited from the ROCs system by c. £410m in 2009/10 and a further 

£25m from the exemption. But Scottish consumers and taxpayers contributed only 

£100m and £7m respectively. Verso suggests that the net transfer to Scotland from 

the rest of the UK was worth c. £330m to Scotland in 2009/10. 4  

 

The cost on consumers‟ bills must therefore be considered as a significant barrier to 

reaching the Scottish Government‟s renewable energy targets. Scotland‟s fuel 

poverty figures are startling. The latest statistics from the Scottish House Condition 

Survey show that in 2003/4, 15% of households (350,000) were assessed as fuel 

poor, and, in 2004/5, 18% of households (419,000) were estimated to be in fuel 

poverty. This figure increased in 2005/6, 2007, 2008 and again in 2009 reaching 

33% of all Scottish households(766,000). The IMechE concludes that „to achieve a 

zero fuel poverty target by 2016, with fuel poverty forecast to continue to rise over 

the next few years, will be a very major challenge, especially with the various market 

incentives for renewable energy inevitably contributing to higher energy costs.‟5 

Lower risk alternative 

The energy consultancy Pöyry6 has found that gas is a lower risk alternative to 

meeting Scotland and the UK‟s transition to a low carbon economy. There are no 

major security of gas supply concerns and a low carbon plan which favoured gas 

could also give time to establish the renewable supply chain and develop  and 

commercialise other technologies including CCS, district heating, micro-generation 

and large scale biomethane.  

In fact, pathways with on-going gas use could offer a cost-effective solution for a low-

carbon transition relative to scenarios with higher levels of electrification; potential 

savings of almost £700bn to the UK over the 2010 to 2050 period on a Net Present 

Value (NPV) basis.  This equates to around £20,000 per household or £10,000 per 

person – with consequential benefits for consumers, the economy, and the 

competitiveness of both UK and Scotland‟s industry. 

Technology 

Calor has significant concerns with the technologies currently supported by the 

Scottish Government in order to decarbonise the electricity grid and reduce carbon 

emissions. The Scottish Government‟s target of sourcing 11% of heat demand from 

renewable sources by 2020, will require a significant change in the way technology is 

used by households to provide heat.7 Energy Saving Trust Scotland statistics show 

that Scotland currently generates 2.8% of heat demand from renewable sources, 

indicating that significant progress will need to be made before the end of the 

decade.  

                                                           
4
 Worth the Candle? The Economic Impact of Renewable Energy Policy in Scotland and the UK, Verso Economics, March 

2011 
5
 Scottish Energy 2020? A target too far?, Institute for Mechanical Engineers, November 2011 

6
 Gas: At the centre of a low carbon future, Pöyry, September 2010 

7
 IPPR North, Warmth in a changing Climate, September 2011 
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The EET Committee should factor in the potential of microgeneration to reaching 

Scotland‟s heat targets and renewable energy targets. While we welcome the 

Scottish Government‟s intention to produce a Microgeneration Strategy for Scotland, 

we have specific concerns on the range of technologies available and the strategy 

currently in place to promote its deployment. 

 

Current Scottish Government policy, via the Energy Assistance Package, is to favour 

technologies such as Ground and Air Source Heat Pumps to assist fuel poor 

households, particularly in rural areas.8 The EET Committee asks if such 

technologies are widely available and affordable as well as being compatible with the 

need to ensure security of supply. Calor would question whether current 

technologies favoured by Scottish Government achieve these objectives. The report 

by Poyry casts significant doubt on DECC scenarios for renewable heat supply to 

2020:  

 

“Mass deployment of heat pumps is central to the electrification of the supply of heat. 

In July DECC published scenarios for renewable heat supply to 2020. Around 2,500 

air source heat pumps are currently installed and sales are close to 3,000 units pa. 

For ground source heat pumps the respective figures are 8,000 installed and 4,000 

pa sales. Yet in its central scenario there are 300,000 air source and 330,000 ground 

source heat pumps by 2020. For these, still relatively low, figures to be reached, 

annual sales over the next ten years will need to be ten times current rates. This is 

not just a challenging sales target – it demands a massive expansion in the supply 

chain to manufacture, install and maintain the systems. How credible is such a sales 

plan in the face of a doubting public? Already there is information to doubt their 

value.” 

 

The IMechE also suggest that the deployment of heat pumps, instead of direct 

heating, runs counter to the Energy Hierarchy: 

 

“There is an inherent problem in trying to achieve the overall target for all energy 

from renewables largely by electricity. Electricity is the smallest component of energy 

demand in Scotland, whereas heat is by far the biggest, and transport energy needs 

fall between the two. It would be technically remiss to assume that the renewable 

heat and transport targets can be reached by a shift of these sectors to electricity. 

Electricity is an inefficient way of providing heat, even using heat pumps instead of 

direct heating, and runs counter to the Energy Hierarchy.” 

 

Ground source heat pumps are disruptive to fit and are a very expensive way of 

addressing the problem, particularly in rural areas which would also require a very 

significant investment in electricity infrastructure where much of the electricity supply 

                                                           
8
 Scottish Parliament Written Answer S4W-04172 
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is single phase, limiting the power available for electric powered heating systems to 

approximately 3.5kW. Heat pumps have only limited output on single phase 

electricity and are of limited value in older properties, which are often of solid wall 

construction so therefore more difficult and expensive to insulate. 

 

The most recent study of currently installed heat pump performance, was published 

by the Energy Saving Trust on the 8th September 2010 – “Getting Warmer: a field 

trial of heat pumps”. The study reveals that the actual performance of heat pumps 

installed in the UK is surprisingly poor. The study showed that only 1 of the 22 

properties with Ground Source Heat Pumps achieved the implicit minimum EU 

Directive Coefficient of Performance, and only 9 of the 47 sites with air source heat 

pumps achieved the standard. Since the 2009 European Directive on Renewable 

Energy excludes low performing heat pumps from contributing to the renewable 

energy targets, where it states that „Only heat pumps with an output that significantly 

exceeds the primary energy needed to drive it should be taken into account‟ the 

great majority of heat pumps studied by the EST cannot be considered as 

“renewable” or contributing to the renewables target. Furthermore, if they are not 

renewable then it would be wrong to apply subsidy to their installation. 

 

A solution for rural householders - Micro Combined Heat and power (Micro-CHP) 

Micro-CHP technology can help address fuel poverty in rural communities and 

should be available through the Renewable Heat Incentive and offered through 

programmes such as the Energy Assistance Package when commercially available.  

  

Looking a little further ahead, 2014 will see the introduction of LPG fuel cell mCHP 

boilers with the capacity to both heat homes and produce up to 80% of the home‟s 

electrical needs. These mCHP boilers will cut carbon emissions on an average 

property using oil by up to 50% while reducing household energy consumption by up 

to 30%, thus exerting downward pressure on fuel bills rather than the upward 

pressure of many other mooted energy policies. 

 

Micro-CHP is compatible with energy security objectives, while being both an 

electricity and heat producing technology – a distributed, rather than centralised 

generation. A study by Delta Energy and Environment, confirmed the green benefit 

of the solution. It found that natural gas Micro-CHP saves carbon until well after 2030 

when compared to a decarbonising electricity grid and until 2030 on LPG. If 

anticipated improvements to Micro-CHP technology materialise, and natural gas 

network/LPG is decarbonised, this window extends further – towards 2040 and 

beyond. In addition, as a consequence of Micro-CHP generating electricity, electricity 

from fossil plants is displaced – this will reduce the level of capital investment 

required in centralised generating plant due to the load-following ability of fuel-cell 

Micro-CHP technology. 
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Micro-CHP units can reduce total household energy bills by 25% (a figure confirmed 

by Oxera) and provide cost-effective carbon emission reductions. Owners of 

compliant Micro-CHP units can sell electricity back to the grid. So, Micro-CHP will 

lower, not raise household energy bills – unlike most other strands of current energy 

policy. Indeed, because the potential energy cost savings are so significant, a mass 

move to Micro-CHP could be an antidote to fuel poverty, especially in hard-to-treat, 

rural households. A recent report, compiled on behalf of the industry is convinced 

that the installation of over 1 million micro-CHP units in the UK by 2020 is an 

essential and entirely plausible goal.9 

 

Feed-in-tariffs, Renewable Heat Incentive and the impact of the Green Deal 

The Scottish Government freely admits in order to move towards a low carbon 

economy, Scotland needs to capitalise on the opportunities offered by Feed in Tariffs 

(FITs), Renewable Heat Incentives and the Green Deal. Calor recently welcomed the 

commitment by DECC ministers to review the current FIT level of 10p/kWh for Micro-

CHP. While Scottish Government has not direct powers over financial incentives, 

Calor would ask the EET Committee to consider how the Scottish Government 

intends to engage with consumers to support take-up of the schemes on offer.  

Calor has already made representations to the EET Committee regarding the 

eligibility of rural householders to existing energy efficiency and carbon reduction 

schemes such as the Community Energy Saving Programme (CESP). We have 

similar concerns for how the Green Deal will apply due to the role played by Energy 

Performance Certificates (EPCs) at the centre of the scheme. 

EPCs play a crucial part in the delivery of the Green Deal – from the very beginning 

until the end. This is because householders will have to have two EPCs completed to 

qualify for a Green Deal. An EPC is the mandatory first step in the Green Deal 

process as one must be completed by a Green Deal Assessor before anything else 

can happen. Another EPC then needs to be completed after the work has been done 

to verify that the Green Deal meets the requirements of the Golden Rule (amongst 

other things). 

Calor Gas has been critical of the design of EPCs for well over a decade. As the 

principal measure on the EPC is based on running costs (£s) they are unreliable as a 

measure of “energy efficiency” in off-gas grid areas. 

The way the current EPC system works is that it grades houses by their notional cost 

of providing energy for heating and hot water per square metre. SAP ratings 

between 1 and 120 must be provided before buildings can be erected or converted. 

The lower the energy cost, the higher the rating. These SAP ratings are effectively 

transposed into the EPCs where they are shown in the form of bands from A (cheap 

to heat) to G (expensive to heat). As all energies used to heat properties in off-gas 

                                                           
9
 Micro-CHP as an integral component of the UK‟s energy strategy: A strategy and policy roadmap 
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grid Britain (heating oil, electricity, solid fuel and LPG) are more expensive than 

natural gas then it follows that any buildings‟ EPCs will automatically score lower 

grades – typically at least one if not two grades lower i.e. an „F‟ (rural) rather than a 

„D‟ (urban).  

This has serious implications for the future treatment of rural property owners as the 

UK Government has made it clear that it is going to use EPC ratings to prioritise 

activity under the Energy Company Obligation (which will replace CERT & CESP) as 

well as to limit the availability of incentives such as the RHI and FITs. For example, 

as part of the current solar PV FITs review, it has been proposed that any future FITs 

would only qualify where a property achieved a certain level of EPC rating.  

Under the current and proposed EPC design this will make it much harder - if not 

economically impossible - for rural property owners to benefit from what are 

supposed to be universal schemes such as RHI, FITs and the Green Deal itself. This 

cannot be right and some more equitable treatment of rural off-gas grid property 

owners needs to be applied. Since fuel poverty is particularly concentrated in rural 

areas, UK Government measures designed to address fuel poverty will be restricted 

or unavailable in the areas that need them most because of the current operation of 

the EPC system. 

There is currently a lack of information from Scottish Government on how the Green 

Deal will apply in Scotland and impact on energy efficiency programmes such as the 

Energy Assistance Package. Calor asks the EET Committee to address how rural 

householders in Scotland can benefit from the Green Deal package and how the 

current Energy Performance Certificate regime puts them at a disadvantage. 

 

Calor Gas 

29 February 2012 


