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Context 

The ADE is the UK’s leading decentralised energy advocate, focussed on creating a more cost 

effective, efficient and user-led energy system. The Association has more than 160 members 

active across a range of technologies; they include both the providers and the users of energy 

equipment and services. Our members have particular expertise in heat networks, combined heat 

and power, demand side energy services including demand response and storage, heat pumps 

and energy efficiency.  

 

General  

1. Are you clear on the purpose of the statement? Please explain your view. 

Yes.  

2. What are your views on the 10 principles? 

The Association welcomes the 10 principles identified by the steering group. In particular, the 

Association is pleased to see that the first principle is to place consumers at the heart of the 

energy system – a view which the Association also espouses.  

Whilst we support the principles under Theme 4, it is also important that innovative approaches 

or technologies that have not quite reached commercial viability but have significant potential are 

also encouraged.    

3. How can the Scottish Government encourage stakeholders to adopt the principles set 

out within this document? 

Scottish Government should lead by example, demonstrating the adoption of and compliance with 

these principles in all energy decisions and, where relevant, making adherence to these principles 

a requirement as part of receiving government funding relating to energy.  

4. Are you clear about the roles of all the different stakeholders who may be involved in 

the development of local energy systems? 

The draft statement does not identify explicit roles for different stakeholders. However, this is 

generally supported by the ADE. Scottish Government should keep the role of different 

stakeholders flexible. All stakeholders should be engaging in the energy system in some way, but 

the means of engagement may be different for different stakeholders and evolve over time. 

Different stakeholders will have different capacities, interests and opportunities in local energy.  

The ADE recognises that electricity and gas licensing are not within Scottish Government’s 

devolved gift, but Scottish Government may wish to place some duties on the other side of the 
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equation – for example, a requirement for local planning authorities to consult licensed operators 

in the development of local plans and LHEES.  

People  

5. How can we ensure that all socio-economic groups in all regions across Scotland will 

benefit from the transition? 

Different areas of the country will be impacted differently by the energy transition. In the case of 

heat decarbonisation, it is now likely that different local areas will be best suited to different 

combinations of energy efficiency and heating technologies. This will be driven by factors 

including their existing housing stock and proximity to low carbon heat opportunities; for 

example, geothermal energy. As a result, costs of low carbon heat will differ from place to place. 

Recognising that not all the relevant policy is devolved, the Scottish Government should consider 

how it can use taxation, subsidies and funding support to ensure that these costs are fairly 

distributed and are not regressive.  

There also may be a role for the Scottish Government in encouraging a wide range of business 

models regarding, in particular domestic heat decarbonisation and energy efficiency. At present, 

high upfront capital costs may in some cases create a barrier to individuals and communities 

becoming engaged in the transition. The Scottish Government can address this through, for 

example, policy that allows the upfront cost to be funded over a longer period as well as ensuring 

support programmes that are designed and whose costs are recovered in a progressive way. The 

ADE would support continuation and extension of the Home Energy Scotland loan scheme to 

reach all socio-economic groups. 

6. How can we ensure that people and communities across the whole of Scotland can 

participate in local energy projects? 

People and communities will need to be able to see a clear benefit from participation in the 

energy system. Transparency and promotion of the role of local energy will be key to achieving 

this.  

The CARES service is very welcome. Further to this, the Scottish Government should continue to 

work with Ofgem, the ESO distribution network operators and others to ensure local energy does 

not face barriers to entry in participating in the energy system and can be rewarded fully for the 

value it gives the system.  

Places  

7. What do you think the wider benefits of developing local area energy plans might 

be? 

The ADE anticipates the following benefits of local energy masterplanning and the use of zoning:  

• Ensure the most suitable solutions are deployed in the right areas, in line with the Heat 

Hierarchy1, and prevent short term carbon reduction measures at the expense of reaching 

net zero in the mid-term; 

• Ensure that there is carbon budget for direct energy available for harder to decarbonise 

areas of industry by targeting the use of resources per the Heat Hierarchy;  

• Create policy visibility and certainty, stimulating investment in the low carbon energy 

market; 

 
1 See ADE Zoning Framework  
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• Stimulate local low carbon supply-chain growth by creating a clear pipeline; 

• Allow for greater interaction between heating, electricity and energy efficiency policy, 

ensuring that infrastructure is ready for the energy transition; 

• Stimulate local actors and the general public to engage in the energy transition, creating 

greater public acceptance; 

• Identify local resources for low carbon heat such as waste heat recycling; 

• Allow for a phased approach to decarbonisation, enabling the testing of consumer 

response; 

• Streamline policy signals to consumers, making it clearer, easier and cheaper to take 

action towards decarbonisation; 

• Reduce the costs of the energy transition through strategic planning, allowing for greater 

efficiencies across the energy system. 

8. How can we encourage greater collaboration between the key parties involved in the 

development of local energy plans? 

Firstly, the UK and Scottish Governments should work together towards creating a statutory duty 

for local authorities to create and consult on local energy masterplans and LHEES development. 

This should include wide engagement with local citizens but also key stakeholders such as the 

local electricity and gas network operators.  

Secondly, the two Governments should similarly work together to ensure any future support 

schemes for heat decarbonisation and energy efficiency clearly rely on local energy plans to direct 

support. This incentive would give greater weight to local energy plans and support participation. 

The Scottish Government should work with the UK Government and Ofgem to consider the 

possible introduction of local area energy plans as the new RIIO-2 price control is developed, 

including whether they should publish specific guidance or requirements on the network operators 

to participate and provide information and resource towards the development of local area energy 

plans.  

9. How do we ensure that whoever is leading a local energy plan is fully integrated into 

the LHEES process? 

It should be a requirement that local energy planning include the LHEES process.  

Networks & Infrastructure  

10. What infrastructure challenges are you aware of that present an obstacle to 

delivering local energy projects?  What actions would help solve the issue? 

For local projects making use of the existing gas and electricity networks, there are a number of 

challenges with the current approach. Firstly, it is very difficult to create local energy schemes 

which are able to share connections through self-balancing. This may be resolved through 

Ofgem’s current Access Significant Code Review but it is currently uncertain. Secondly, local 

energy schemes cannot trade the energy itself locally. This is also a barrier. Whilst some trials 

may provide some progress, there is not currently a clear answer to this. Thirdly, distribution 

network operators are currently not able to invest ahead of need and when need arises, must 

charge a proportion of the costs directly to the individual connected. This protects consumers but 

can lead to very high connection costs that could create a barrier to entry for new schemes. An 

alternative could be to allow network operators or another body to help coordinate several 

demand and generation assets to connect in a local area and who would then share the costs for 

reinforcement. Finally, the removal of Feed-in Tariffs and the upcoming close of the RHI will make 
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local energy projects harder. In the next few years, there is merit in introducing a new incentive 

for investments in energy efficiency and heat decarbonisation. This could be tied specifically to 

Local Area Plans and zoning – for example, local energy schemes could be eligible for incentive 

payments if they choose the technologies right for their zone but could proceed with support for 

technologies not encouraged in that zone.  

In order to allow the heat networks market to deliver on Scottish and UK Government’s ambitions 

for heat network deployment, regulation and policy must address the critical issue of demand 

risk. This is the risk associated with uncertainty around whether the timing, number of customer 

connections, and associated profile of heat demand will result in a sustainable, commercially 

viable network. At present, investing in heat networks is more costly than investing in other 

incumbent heating infrastructure. Typically, infrastructure investment is perceived as low risk, 

low return; however, due to the risk profile of the heat networks market, investment in heat 

networks is often less attractive than investment in other infrastructure. 

The introduction of regulation to address these risks (and ensure positive consumer outcomes 

where possible in a devolved context), coupled with financial support such as from the LCITP and 

District Heating Loan Fund will help to make investment in heat networks more attractive and 

boost much-needed growth in the sector. 

We have also received comments from some members that the structure of funding support, 

which is designed around innovation, prevents deployment at scale. Innovative projects are 

developed but cannot be commercialised, because the funding support available does not support 

delivering replicable, commercialised projects. Funding should be reconfigured to support projects 

to move beyond innovation development stages.  

11. What other actions could the Scottish Government take to ensure Scotland will have 

the necessary infrastructure in place to enable resilient, local energy systems? 

In addition to the above, the Scottish Government could also use its voice in the upcoming 

debates regarding heat decarbonisation to ensure whatever the resulting system, the outcome is 

equitable and meets our net zero targets. The establishment of Scotland’s Just Transition 

Commission should be crucial to this.  

Pathway to Commercialisation  

12. What significant barriers are there to the replication of existing local energy 

projects and systems in Scotland that this policy statement should take account of? 

Scottish Government funding promotes innovation but does not promote deployment of robust 

systems. The ADE has received comments from members that they have been able to deploy one 

project with innovation funding but have not been able to replicate it because it was not eligible 

for funding because it was no longer considered innovative. Whilst industry wants to move 

quickly from innovation to full commercialisation, the project funded through innovation was not 

in itself sufficient to reduce supply chain costs and create a supply chain. Scottish Government 

should recalibrate existing funding streams to ensure that it is supporting the development of 

robust schemes that reduce supply chain costs and delivers for industry and consumers.  

13. What actions can we take to accelerate the focus on economically and commercially 

viable low carbon local energy solutions in an inclusive way? 

The ADE strongly supports the extensive actions that the Scottish Government has already put in 

place to support low carbon, local energy solutions.  

The ADE would suggest two areas of focus for the next 5 years. Firstly, understanding what will 

be needed for the transition to decarbonised heating and high temperature steam to be 
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successful and equitable in Scotland. We strongly support the Scottish Government’s 2020 

roadmap regarding this. Secondly, bringing forward legislation on the future of heat network 

regulation as well as the detailed secondary legislation and ultimately regulations from 2020. We 

also strongly support the Scottish Government’s urgency and work in this area. 

Opportunity  

14. How can we ensure that Scotland capitalises on the economic opportunities from 

the development of local energy systems? 

The ADE would note two points in this regard. Firstly, whilst we recognise the challenges and the 

level of investment required, it is very important that as far as possible, innovation and ongoing 

programmes create a clear pipeline in Scotland, allowing the development of a Scottish supply 

chain. Secondly, as far as possible, funding and regulation should consider and prioritise projects 

and solutions that deliver whole system benefits for consumers.  

15. Do you have any opinions on the initial focal typologies chosen? 

The consultation document or the Scottish Enterprise website does not seem to include the 

typology framework itself.  

However, the identification of typologies is consistent with the ADE’s approach to heat and energy 

efficiency decarbonisation using zoning, and is thus supported by the Association. The ADE has 

recommended that: 

“The role of the local planning authority is to identify zones, and in doing so, direct national 

government policy. By identifying a zone, a local planning authority would make that area benefit 

from specific targeted policy from national government.  

“The local planning authority would use heat mapping, energy efficiency tools, development 

proposals, understanding of local context, consultation processes, demographics, vulnerability, 

topography, flooding, proximity to water, space availability, and so on, to create a clear picture of 

which solutions would work well in which areas of their authority in consultation with 

neighbouring authorities and local electricity and gas network operators. The local planning 

authority would then designate a zone-type2, making it subject to targeted government policy set 

at a national level.  

“Local planning authorities would also have responsibility for overseeing the success of policy 

within these zones and have a duty to report back to the relevant national government on the 

policy that is implemented.” 

This approach is similar to the typology approach proposed. 

16. How can local energy considerations become business as usual for industry? 

Firstly, local energy considerations are already often a key part of industry’s decision-making. To 

unlock further opportunities and ambition, it is important that the incentives and regulation 

create a clear, combined signal towards this.  

A more strategic approach through the local energy masterplanning and the use of zoning for 

heat and energy efficiency are a key part of this and we strongly welcome the Scottish 

Government’s support for this. If this were combined with clear criteria or targeting of new 

incentive schemes for low carbon energy, this could create an effective combination of stick and 

carrot that could help make more local energy schemes viable.  

 
2 A zone type could be, but is not limited to, Heat Network Zones, Heat 

Pump/Electrification Zones, Hydrogen Zones, and so on. 
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