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Executive Summary
1.

2.

3.

4.

5.

6.

We face an energy bills crisis this winter. Factors beyond the control of any one
government or organisation are causing high energy prices forcing citizens into
decisions which could put their lives at risk, and this is happening within the context
of rising general costs of living that are already putting households under pressure.
The Net Zero, Energy and Transport Committee undertook a short inquiry to explore
the issues which have led to this crisis: one which, the Committee was warned,

could lead to "a catastrophic loss of life"i in the coming months unless swift action is
taken.

There have been developments at governmental level during the lifetime even of
this short "snapshot" inquiry, launched to address a crisis unfolding in real time.
These actions part-address some of the criticisms we heard in evidence. However,
much of that criticism still stands as autumn and winter grow nearer, and more
action is needed. Additional support announced so far has been of a quite blanket
nature. We believe that future support must be carefully targeted at those in most
need.

The clear messages from this inquiry are there is a need for a pandemic-level
response to the crisis, with the Scottish and UK Governments working separately
and together to—

• provide more immediate, targeted financial support to those struggling with
increasing fuel bills; and

• accelerate medium and long-term plans and strategies which will not only
reduce future exposure to volatile energy prices but may also help meet net
zero targets.

Practical steps the Scottish Government can take to mitigate the crisis include
ensuring that consumers - especially those in fuel poverty - have access to the
information and advice they need about the reliefs available to them, and about
energy-saving measures that will cut bills. This requires a two-pronged approach of
a national publicity campaign - akin to those used during the pandemic - and
increased support for those providing advice and advocacy at a local and individual
level. With some of the oldest housing stock in the developed world, we also need
to recover lost momentum in insulating homes. The Scottish Government must lead
on this.

A crisis also presents an opportunity for reappraisal: the global spike in oil and gas
prices was beyond the control of the UK and Scottish Governments, but other
factors were not. Our report touches on some possible lessons for the longer term.
Many of these are also key to meeting our net zero commitments. The goal must be
inoculation against the effects of high prices and fluctuations in global commodities
markets by reducing our exposure to oil and gas over the longer term.

Competence in energy policy is shared between the Scottish and UK Governments
and there is discussion below of both reserved and devolved aspects of the policy.

i Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 23
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Fuel poverty is a devolved responsibility, as are aspects of social security policy. In
this report directed to the Scottish Government we call on it to demonstrate an
emergency response to this crisis on a par with action during the pandemic, to
ensure the least well off are not vulnerable to death or serious ill-health due to rising
energy costs and associated cost of living expenses. We are writing separately to
the UK Government, calling for similar urgent action in relation to matters for which
it is responsible.
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Introduction
7.

8.

9.

Causes of high energy prices

10.

11.

On 15 March 2022, the Net Zero, Energy and Transport Committee agreed to
undertake an inquiry into energy price rises and their contribution to the cost of

living crisisii. We agreed that, given the urgency of this issue, this needed to be a
sharp and focussed inquiry, with a tight reporting date. We subsequently agreed this
remit—

"A short “snapshot” inquiry, focussed on short and medium-term solutions to
high energy prices and the role of the Scottish Government in implementing
those solutions."

At meetings in April and May, we heard from witnesses specialising in energy and
consumer issues from industry, academia and the third sector. We also heard from
the Office of Gas and Electricity Generation Markets (Ofgem) and Greg Hands MP,
UK Minister of State (Energy, Clean Growth and Climate Change) at the UK
Government Department of Business, Energy and Industrial Strategy. We took
concluding evidence from the Cabinet Secretary for Net Zero, Energy and
Transport, Michael Matheson MSP. We are grateful to all those who gave evidence
or provided written submissions to the inquiry (available at Annexe B).

Key aspects of energy policy are reserved to Westminster. This report focusses on
areas where the Scottish Government has powers. However, aspects of the current
crisis relating to reserved matters came up during our scrutiny and had to be
addressed. In parallel with agreeing this report, we agreed to write to UK Minister of
State, Greg Hands MP.

The current crisis is fundamentally one of high wholesale oil and gas prices. As is
well known, a number of UK energy suppliers have gone out of business in recent
months largely because they were selling at an unsustainable loss, and were
insufficiently hedged to survive this. We noted evidence during the inquiry that retail
companies who have survived had done so either through drawing on reserves or

being able to offset losses in this part of their business with profits elsewhereiii.

We were keen to understand why wholesale prices are so high. A number of factors
were put forward in evidence including—

• The UK's continuing high exposure to international commodity markets in oil
and gas, during a volatile period in international relations, causing various

supply shocks, particularly as a result of Russia's invasion of Ukraineiv;

• Increased demand caused by the recovery from Covidv;

• European gas storage entering winter 2021-22 at historically low levels due to

cold temperatures persisting into May 2021vi; and

ii Net Zero, Energy and Transport Committee, Minutes , 15 March 2022
iii Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 46-47
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12.

13.

14.

The UK energy market and the price cap

15.

16.

17.

• Investment signals in energy production are insufficiently strongvii.

The Committee also notes views that closure of the Rough gas storage facility in
2017 has contributed to the UK's increased fuel insecurity, and increased price

volatilityviii.

We also noted cases of standing charges as much as doubling. This and other
changes in billing are clearly a "cause" of rising costs in an immediate sense, but it

is more fundamentally a symptom of rising wholesale pricesix.

The context for this inquiry was not only that energy prices were high, but

perceptions that they would remain so. Witnesses correctly predictedx that Ofgem

would inevitably raise the price cap in autumnxi. These much higher fuel prices also
occur in the general context of a cost of living crisis that had already left many
struggling. While this report focuses on energy prices, it is important to highlight
they form part of a range of pressures on household income.

The UK energy supplier market is partly a free market, as seen in the large number
of firms that were until recently trading in it, and in part regulated by Ofgem. Market
regulation can have an impact on fuel prices, and indeed this is often the intention.

Since 2019, Ofgem have applied an energy price cap: a backstop protection to stop
anyone on a default energy tariff from paying unfairly high bills. Formerly reviewed

every six months, Ofgem now proposes to review it quarterlyxii. The cap was
introduced as a temporary measure to protect consumers until 2023, but during this

inquiry the UK Government announced measures to prolong itxiii.

Ofgem's last two reviews of the cap caused rises higher than any previously seen.
A consequence of the general rise in energy bills combined with the recent
operation of the cap is that there is now abnormally low variability in the tariffs

iv Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 38 and
Official Report, 19 April 2022, Col 4 and 5

v Net Zero, Energy and Transport Committee, Official Report, 19 April 2022, Col 4
vi SPICe (2022). Blog - Energy price crisis – impacts and remedies in Scotland
vii Net Zero, Energy and Transport Committee, Official Report, 19 April 2022, Col 4
viii BBC, 3 March 2022. Gas bills: Will Russia's invasion push up prices? - BBC News
ix Energy Action Scotland Written Submission and Net Zero, Energy and Transport

Committee, Official Report, 17 May 2022, Col 30
x Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 36 and Col

40

xi Business, Energy and Industrial Strategy Committee, Hansard, 24 May 2022, Q484
xii Ofgem. (2022). Press Release - Ofgem backs consumers with price cap update - 16 May

2022

xiii Net Zero, Energy and Transport Committee, Official Report, 11 May 2022, Col 4 and UK
Government (2022). Department for Business, Energy & Industrial Strategy News Story -
BEIS in the 2022 Queen's Speech
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18.

19.

20.

21.

Those not on the grid

22.

people are paying.

Regulation of the energy market is a reserved matter and was not a key theme of
this inquiry. However, it forms a crucial backdrop to this inquiry and was raised in
evidence. We heard views on whether recent events had in effect "broken" the price
cap, with a new approach to price regulation needed, or whether it had a continuing

role. Some believed it continued to protect consumersxiv. Others said it was no

more than a short-term brake, which merely postponed risesxv. We note the view
that the cap was not designed as a social support and that its purpose is only to

ensure all consumers pay a fair price in the current marketxvi.

We also heard views about the collapse of many suppliers in the last year and

Ofgem's "supplier of last resort" process for dealing with thisxvii. Ofgem themselves
considered that the process had worked as it should, offering a relatively swift
remedy for stranded consumers. But there was understandable criticism of how we
had ended up here, with poorly hedged companies who, in the Cabinet Secretary's

words, had taken a "gamble"xviii in the energy market when wholesale gas prices

were low but then fell out of it when prices went up. We heard viewsxix that Ofgem
had lessons to learn about how they managed risk in the market, which Ofgem

partly acknowledged in their evidencexx.

Under the supplier of last resort process, the cost of rescuing customers of failed
companies falls on other households. As of April this year, 29 companies had left

the market, affecting 4.3 million domestic customersxxi. This is another cost added
to energy bills at the worst possible time.

We briefly touch on another key aspect of UK energy prices regulation: the effect of
gas prices on electricity prices, in the discussion on longer-term energy security
near the end of this report.

It should be noted that regulation by Ofgem does not include those who are off the
gas grid, who tend to use oil, liquefied petroleum gas or biomass to heat their
homes. The Cabinet Secretary told us that 17% of Scottish consumers are not on

the gas gridxxii. This is higher than the UK average, and tends to include those living
in remote areas, especially islands. The Cabinet Secretary and others expressed

xiv Net Zero, Energy and Transport Committee, Official Report, 19 April 2022, Col 29

xv Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 45, 46 and
53

xvi Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 45
xvii Ofgem (October 2021). Blog - How you’re protected when energy firms collapse

xviii Net Zero, Energy and Transport Committee, Official Report, 17 May 2022, Col 36

xix Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 46

xx Net Zero, Energy and Transport Committee, Official Report, 10 May 2022, Col 5
xxi Ofgem (February 2022). Press Release - Price cap to increase by £693 from April
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Severity of the situation

23.

24.

25.

26.

views that this lack of regulation left off-grid customers at a disadvantagexxiii.

Witnesses spoke in stark and shocking terms about the impact rising energy prices
are having at a time of a general rise in living costs. They said the impact would be
hardest on the poorest and most vulnerable. We were told that for some this is no
longer a choice between heating and eating "...because they simply cannot afford to

do enough of either."xxiv A number of stakeholders told us that they feared lives

would be lost without timely and effective actionxxv. Frazer Scott of Energy Action
Scotland said—

"We have inadequate information at this time, but I think that we could be
looking at a catastrophic loss of life. We can only do the best that we can at this

time in order to save the most lives."xxvi

The Food and Drink Federation Scotland also drew attention to the impact of rising

prices on business, particularly in the food and drink industryxxvii.

The Cabinet Secretary for Net Zero, Energy and Transport agreed that the current

situation could be described as "a crisis"xxviii. Inevitably it is a crisis impacting on
levels of fuel poverty in Scotland, a devolved matter, as discussed further below.

The main focus in this report reflects the need for immediate action: steps that could
be taken now to protect the most vulnerable as winter approaches. We also discuss
evidence on how exposure to volatility in the energy market can be reduced in the
longer term.

xxii Net Zero, Energy and Climate Change Committee, Official Report, 17 May 2022, Col 45

xxiii Net Zero, Energy and Climate Change Committee, Official Report, 17 May 2022, Col 45
and Age Scotland Written Submission.

xxiv Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 14

xxv Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 20 and 55,
and Official Report, 19 April 2022, Col 30

xxvi Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 23
xxvii Food and Drink Federation Scotland. Written Submission.
xxviii Net Zero, Energy and Transport Committee, Official Report, 17 May 2022, Col 33
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Actions to help households this autumn
and winter
27.

28.

Financial help

UK Government actions

29.

30.

31.

Proposals for short-term government action or support mainly fell into three
categories—

• Help for households through financial support;

• Providing energy education and advice services; and

• An urgent programme of retrofitting insulation in homes to reduce energy need.

Witnesses also raised the role of energy companies themselves in the crisis,
particularly in relation to households with prepayment meters.

Before, during and after our evidence-taking, both the UK and Scottish
Governments have announced measures to offer financial help to households. In

February 2022 and in the March 2022 Spring Statementxxix, the previous Chancellor
of the Exchequer set out measures to help those struggling with high energy bills as

part of a £9.1 billion packagexxx of support. This included—

• An Energy Bills Support Schemexxxi which offered a £200 rebate on energy

bills repayable over 4 years through bills. This package was first announcedxxxii

on 3 February 2022, the day Ofgem announced a £708 price cap rise;

• Increasing the Household Support Fund to be delivered through local
authorities in England from April 2022. The fund was launched in September

2021 and initially covered winter 2021/22xxxiii. In the statement it was
announced it would run until September 2022.

The UK Government also announced in February a £150 council tax rebate for

people in England living in properties A-Dxxxiv.

At the time, witnesses agreed that this support was insufficiently targeted and would
not be adequate, particularly in view of the likely lifting of the price cap in October,

since confirmedxxxv. There were calls for further taxation on energy company profits

xxix UK Parliament, Hansard, 23 March 2022, Col 337

xxx Net Zero, Energy and Transport Committee, Official Report, 11 May 2022, Col 2
xxxi UK Government (2022). Energy Bills Support Scheme explainer

xxxii UK Parliament, Hansard, 3 February 2022, Col 472
xxxiii UK Government (2021). Household Support Fund: guidance for local councils
xxxiv UK Parliament, Hansard, 3 February 2022, Col 472
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32.

33.

34.

VAT

35.

to fund support measures. The UK Minister of State, Greg Hands, told us such a tax
"would likely kill off investment and cost jobs, particularly in Scotland and

particularly at a time when we need our gas production."xxxvi

On 26 May, after we had taken evidence from the UK Government, the previous

Chancellor announced further measures to help householdsxxxvii. The Energy Bills
Support Scheme will now provide a £400 grant to domestic electricity customers

which does not have to be repaidxxxviii. This is to be funded in part by a "temporary
targeted energy profits levy". He also announced—

• A one off payment of £650 to around 8 million homes identified through the

welfare systemxxxix, with the first payment to be offered in July 2022;

• 8 million pensioner households that receive the winter fuel payment an extra
one-off pensioner cost of living payment of £300; and

• An extra one-off disability cost of living payment worth £150.

The previous Chancellor also confirmed an extension of the household support fund

delivered by local authorities in England by £0.5 billion from Octoberxl. He
confirmed Barnett funding for devolved Governments arising from this, of which the

Scottish Government will receive £41 millionxli.

The previous Chancellor said the effect of measures would be that the most
vulnerable would receive support equivalent to the expected rise in the energy price
cap in October, which Ofgem confirmed at the time of the Chancellor's

announcementxlii.

Included among the package of measures announced by the previous Chancellor in
February was removal of VAT in relation to energy efficiency measures and

renewable installations in homesxliii. Some witnesses told us that removing or
reducing VAT on fuel should be amongst the steps taken in response to the crisis.
The Cabinet Secretary told us he would support temporary removal of VAT on

fuelxliv. The UK Minister of State, Greg Hands, told us the UK Government had no

plans to do so. He said it would be untargetedxlv and would "disproportionately

benefit the wealthier households."xlvi

xxxv Business, Energy and Industrial Strategy Committee, Hansard, 24 May 2022, Q484 and
Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 27

xxxvi Net Zero, Energy and Transport Committee, Official Report, 11 May 2022, Col
xxxvii UK Parliament, Hansard, 26 May 2022, Col 449-553

xxxviii UK Government (2022). Energy Bills Support Scheme explainer
xxxix UK Parliament, Hansard, 26 May 2022, Col 451

xl UK Parliament, Hansard, 26 May 2022, Col 452

xli UK Government (2022). News story - Millions of most vulnerable households will receive
£1,200 of help with cost of living - 26 May 2022

xlii Business, Energy and Industrial Strategy Committee, Hansard, 24 May 2022, Q484
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Proposed UK Government "deficit fund"

36.

37.

Scottish Government response

38.

39.

Keith Anderson of Scottish Power proposed creating a "deficit fund," which he
envisaged as a £1000 annual reduction in energy bills targeted at "those on warm
home discount, in fuel poverty or vulnerable". He said this could cost around £10bn:
an amount the industry itself could not support. He said the cost should therefore be
underwritten by the UK Government, and could be paid back over about 10 years.
He said this would "put their bills back roughly to where they were before the gas

crisis."xlvii

UK Minister of State, Greg Hands, said that much of the support the UK
Government had put in place was similar to Mr Anderson's proposal, which would

have to be paid for by other energy consumersxlviii. The Cabinet Secretary for Net
Zero, Energy and Transport said the proposal could be considered as part of a

package of measuresxlix.

Measures taken by the Scottish Government in response to the crisis have

includedl—

• Additional investment in the Warmer Homes Scotland programme plus
additional £1.8 billion investment in the Heat in Buildings Programme over 5

yearsli;

• Changing the trigger mechanism for the Cold Weather Payment scheme, now

the Low Income Winter Heating Assistancelii, which will provide funding for all
eligible households without the need for a temperature threshold to be met; and

• £770 million worth of funding to help tackle the cost of living crisis including "...a

£150 cost of living award to support households with higher energy costs"liii.

In February, the Scottish Government also followed the UK Government in

xliii The Scottish Federation of Housing Associations called for this to be extended to cover
battery storage.

xliv Net Zero, Energy and Transport Committee, Official Report, 17 May 2022, Col 31

xlv Net Zero, Energy and Transport Committee, Official Report, 11 May 2022, Col 6

xlvi Net Zero, Energy and Transport Committee, Official Report, 11 May 2022, Col 6
xlvii Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 37
xlviii Net Zero, Energy and Transport Committee, Official Report, 11 May 2022, Col 17

xlix Net Zero, Energy and Transport Committee, Official Report, 17 May 2022, Col 34
l Net Zero, Energy and Transport Committee, Official Report, 17 May 2022, Col 38
li Net Zero, Energy and Transport Committee, Official Report, 17 May 2022, Col 30
lii Scottish Government (2022). Press Release - New benefit to help with winter fuel bills - 7

June 2022
liii Net Zero, Energy and Transport Committee, Official Report, 17 May 2022, Col 30
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40.

41.

42.

43.

announcing a council tax rebate of £150 for all properties in bands A-Dliv. The
Cabinet Secretary confirmed to us that this measure was a response to higher

energy costslv.

Scottish Government ministers said the time that, on their own, these measures
would not sufficiently protect people from the worst effects of the crisis and that

more action would be needed at a UK levellvi. The Cabinet Secretary told us on 17
May that priorities for further spending, if additional funding became available,
would be—

• "a targeted programme to support the most vulnerable households with their
energy costs, whether it be through the welfare mechanisms or some other
mechanism.";

• Improved energy efficiency measure roll out; and

• Increased funding and provision for advice serviceslvii.

Many stakeholders, especially those working in fuel poverty and in advice to
consumers told us that measures announced so far were not adequate to address
the scale of the challenge and that more help was needed. Measures called for
included—

• Expansion of the Warmer Homes Scotland programmelviii;

• Increase the Fuel Insecurity Fundlix, in addition to the announcedlx £10 million

additional funding. Citizens Advice Scotland notedlxi the previous round of
funding of £10 million had lasted 3 months; and

• Aligning winter and heating related benefits with inflationlxii.

Chris Birt of the Joseph Rowntree Foundation called the Scottish Government's
decision to follow the UK Government's lead on the £150 council tax rebate a
"missed opportunity." He said it spread support too thinly and called for a more

focussed approach through the social security systemlxiii.

In a 15 June letter, following up on his Committee appearance, the Cabinet

liv Scottish Parliament, Official Report, 10 February 2022, Col 73

lv Net Zero, Energy and Transport Committee, Official Report, 17 May 2022, Col 30
lvi Scottish Parliament, Official Report, 10 February 2022, Col 74 (Cabinet Secretary for

Finance and Economy) and Net Zero, Energy and Transport Committee, Official Report,
17 May 2022, Col 33

lvii Net Zero, Energy and Transport Committee, Official Report, 17 May 2022, Col 43
lviii Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 33
lix Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 29

lx Scottish Parliament, Official Report, 10 February 2022, Col 73

lxi Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 20
lxii Scottish Federation of Housing Associations. Written Submission.
lxiii Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 18
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Support through social security

44.

45.

46.

Secretary told the Committee—

"We have committed £10m to continue our Fuel Insecurity Fund from 2021/
2022, to help households at risk of self-disconnection, or self-rationing energy
use. This includes direct support for households using any tariff or fuel type,
and is delivered via trusted third sector partners – namely, the Fuel Bank
Foundation, Advice Direct Scotland and the Scottish Federation of Housing
Associations.

We are currently considering all possibilities within our devolved powers to
support vulnerable consumers. I am happy to commit to keeping the

Committee updated on this important work and its delivery."lxiv

A number of stakeholders argued that financial support could be better targeted

through the existing, part-devolved social security systemlxv. For instance, the
Scottish Trades Union Congress called for various cost of living support measures

connected with other household expenses to maximise incomeslxvi.

Some witnesses suggested the UK's social security system is inadequate. Chris Birt

of the Joseph Rowntree Foundation proposedlxvii directing support to the most in
need via child payments, winter fuel benefits, and the council tax reduction scheme

to support families and deliver much needed cashlxviii. There were also calls for

specific support for social or private sector renterslxix. We also heard views that

social security should align with inflationlxx.

The Cabinet Secretary called for the UK Government to restore the £20 uplift in
universal credit introduced during the pandemic. He said—

"... We have sought to use the welfare powers that we have to help to manage
the cost of living crisis that households face. For example, we have doubled the
child payment and increased it by a further £5, and we have increased the
eight benefits that we are responsible for by 6 per cent. We are trying to uplift

them in line with the rise in the cost of living."lxxi

lxiv Letter from the Cabinet Secretary for Net Zero, Energy and Transport to the Convener of
the Committee, 15 June 2022

lxv Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 21 and 24,
Official Report, 17 May 2022, Col 33, Friends of the Earth Scotland Written Submission,
Scottish Trades Union Congress Written Submission, and Scottish Federation of Housing
Associations, Written Submission.

lxvi Scottish Trades Union Congress. Written Submission.
lxvii Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 23

lxviii Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 24

lxix Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 33 and
Scottish Federation of Housing Associations Written Submission

lxx Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 24
lxxi Net Zero, Energy and Transport Committee, Official Report, 17 May 2022, Col 33
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Fuel poverty

47.

48.

49.

50.

51.

Addressing fuel poverty is a devolved responsibility, although the Cabinet Secretary
told us that the Scottish Government lacks some of the "levers", such as reserved

elements of the benefits systemlxxii. Scotland's first Fuel Poverty Strategy sets out
an overarching target—

"... that in the year 2040, as far as reasonably practicable, no household in
Scotland is in fuel poverty and, in any event, no more than 5% of households

are fuel poor, no more than 1% are in extreme fuel poverty."lxxiii

The rest of the strategy mainly sets out the measures the Scottish Government
proposes to take to achieve these outcomes. These include several issues
discussed elsewhere in this report, such as making homes warmer and cheaper to
heat, partnership working between key stakeholders, and the availability of advice.

The Strategy only dates from December 2021 but when we took evidence in April
and May we heard views it had already been partially overtaken by events. It was
concerning to hear evidence about steep rises in fuel poverty in Scotland. Energy

Action Scotland said fuel poverty has risen by 43%lxxiv, from one in four households

pre-pandemic to one in threelxxv and that, as of their evidence in April, there were
600,000 households in the extreme fuel poverty category.

The Committee heard doubts as to whether the strategy was adequate in the face
of current challenges and was capable of delivering fuel poverty and net zero

targetslxxvi. Another issue concerns data gathering on fuel poverty, especially if
being in fuel poverty were to be used in the coming months to determine entitlement
to benefits and reliefs in response to the crisis. In this connection, we noted
evidence women tend to be disproportionately affected by problems with household

billslxxvii. The UK and Scottish Government both confirmed they do not collate fuel
poverty statistics by gender. UK Minister of State, Greg Hands, said—

"...some characteristics of vulnerable customers are more likely to be true of
women than of men. For example, lone parents with dependent children are
26.5 per cent in fuel poverty, compared to 13.2 per cent of the population as a
whole. Those people are not defined as being women, but that figure is much

more likely to include women at twice the rate of fuel poverty."lxxviii

The Scottish Government told us—

lxxii Net Zero, Energy and Transport Committee, Official Report, 17 May 2022, Col 39
lxxiii Scottish Government (2021). Tackling fuel poverty in Scotland: a strategic approach
lxxiv Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 23

lxxv Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 14
lxxvi Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 34 and

Energy Action Scotland Written Submission.

lxxvii Letter from Ofgem to the Convener of the Net Zero, Energy and Transport Committee - 19
May 2022, Friends of the Earth Scotland Written Submission and Scottish Trades Union
Congress Written Submission.

lxxviii Net Zero, Energy and Transport Committee, Official Report, 11 May 2022, Col 19
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52.

53.

54.

55.

56.

57.

"As fuel poverty is measured at a household level, it is not possible to
disaggregate available data by gender. The Fuel Poverty Strategy does contain
analysis of head of house/highest income householder by gender, but this
analysis does not give an overview of fuel poverty figures by gender. Other
poverty statistics could not be used to extrapolate fuel poverty impacts by
gender either as there is no combination of indicators in available data that
accurately predicts fuel poverty with a high degree of accuracy or

coverage."lxxix

The Committee recognises that the Scottish Government was under
pressure earlier this year to come up with quick responses to fast-rising
energy bills. Some of these measures (such as council tax relief for some)
were not particularly targeted, raising questions as to whether resources
always went to the households most in need.

Whilst the situation remains urgent, the Scottish Government should take
the opportunity to apply more considered analysis about targeting further
resources over the coming months. We agree with the Scottish
Government on the need to take action through the welfare provisions that
are available, and call on the Scottish Government to set out how social
security and other assistance over the coming months will be targeted at
those likely to be in most need: lower-paid families with young children,
those with disabilities and health conditions, older people, and those
identified as experiencing or at risk of experiencing fuel poverty.

The Committee also asks the Scottish Government to clarify what action it
is taking this winter to support those using other fuels, who are not on the
gas grid. In addition, longer term energy solutions will be required for such
households.

We also ask the Scottish Government whether it has been able to identify
funding for further support measures within current spending and
additional funding made available as a result of the UK Government
announcement on Household Support Fund on 26 May 2022.

It is important to note that some people in fuel poverty may not be eligible
to benefits or otherwise be "visible" as in need of targeted assistance. This
points to the importance of having accurate and timely data on fuel poverty
and other indicators, which the Committee recognises is challenging in a
crisis situation. The Committee requests an update from the Scottish
Government as to how it is monitoring fuel poverty rates and other relevant
indicators of potential need.

In addition the Committee recognises the difficulties of breaking down fuel
poverty data by gender. However we ask the Scottish Government whether
it would be possible to disaggregate data to include the gender of the main
householder if they are a lone parent or carer.

lxxix Letter from the Cabinet Secretary for Net Zero, Energy and Transport to the Convener of
the Committee, 15 June 2022
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58.

Warm Homes Discount Scheme

59.

60.

61.

The Committee notes that the Fuel Poverty Strategy is intended to be the
main coordinating document in relation to a number of key issues
discussed in this report that might mitigate the current crisis (e.g. advice
and assistance; home insulation, effective partnership working). The
Committee asks the Scottish Government for an update on the Strategy and
for its views on whether it is satisfied that the Strategy remains fit-for-
purpose in this changed landscape.

The Warm Home Discount Scheme, also known as the 'energy bill rebate

scheme'lxxx, is an annual one-off discount on electricity bills paid by energy

companies between September and Marchlxxxi. The scheme is available to those on
low incomes or to certain recipients of pension credit. The rebate is currently set at

£140. In October the discount will increase to £150lxxxii and coverage will be

extended to an estimated 3 million peoplelxxxiii. A portion of the scheme is dedicated

to "industry initiatives", such as the provision of advice to consumerslxxxiv.

The Scheme is administered by the UK Government, which recently consulted on

its operation Scotlandlxxxv. The Cabinet Secretary said he had been seeking to
discuss the devolution of the Scheme to the Scottish Government, and was
disappointed this no longer appeared to be being proposed. He outlined future
plans to amalgamate the Warm Homes Discount Scheme and the Energy Company

Obligation into a single potlxxxvi.

Stakeholders working in advice and support for consumers told us that uncertainty

over the future of the Scheme in Scotland was making their work harderlxxxvii. It had
led to—

• Delays in responding to requests for advice and support;

• Inability to retain staff in services relying on funding from the scheme; and

lxxx Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 16

lxxxi Scottish Government (2021). Tackling Fuel Poverty in Scotland: A Strategic Approach,
page 62

lxxxii UK Government (2022). British energy security strategy

lxxxiii UK Government (2022). British energy security strategy

lxxxiv Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 16
lxxxv UK Government (2022). Warm Home Discount Scotland.

lxxxvi Net Zero, Energy and Transport Committee, Official Report, 17 May 2022, Col 50
lxxxvii Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 17 and
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62.

63.

Energy education and advice

64.

65.

66.

• Running on reserves (with an example provided by the Wise Group)lxxxviii or
having to shut altogether.

Alastair Wilcox of Citizens Advice Scotland told the Committee that while the
current scheme was not perfect, he had concerns that the Scottish Government's
proposals for a devolved scheme would lead to less support for industry initiatives,
with the risk of there being "significantly less money" for advice and crisis support

for energy consumerslxxxix.

The Committee is concerned by evidence that uncertainty over the future of
the Warms Homes Discount Scheme (including whether it will be devolved)
has sometimes caused messaging and delivery problems for advice
providers at the front line. We ask the Scottish Government, for now, to
look for now past any differences they have with the UK Government about
the Scheme's future, so as to help provide clear messaging about its
availability to advisors and consumers. (Our letter to the UK Government
contains a similar message.)

The Committee heard about practical measures to save energy in the home,
including—

• Turning the temperature down by a degree which could "cut heat consumption

by around 10%"xc;

• Optimising boiler flow temperaturesxci to save around 8% on a fuel billxcii; and

• Education on energy consumption within a home and potential for reductionxciii.

We also heard that information such as this, or how to act on it, is not widely known
and that better sharing of information is key if consumers are to make informed

choicesxciv.

The Cabinet Secretary indicatedxcv a programme of work was underway, looking at
sharing public information on energy saving, but did not set out specific timescales

Energy Action Scotland Written Submission.
lxxxviii The Wise Group. Written Submission.
lxxxix Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 16

xc Net Zero, Energy and Transport Committee, Official Report, 19 April 2022, Col 8
xci Net Zero, Energy and Transport Committee, Official Report, 19 April 2022, Col 8

xcii Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 21
xciii Net Zero, Energy and Transport Committee, Official Report, 19 April 2022, Col 12
xciv Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 14 and 33,

Scottish Federation of Housing Associations Written Submission, Age Scotland Written
Submission.
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67.

68.

69.

70.

71.

for this work.

The Committee also heard about the importance of people in financial difficulty
having access to independent, clearly signposted advice, delivered locally.
Stakeholders called for assistance to be simple, accessible, joined up, and provided
at places customers were accustomed to accessing information. They also said
there needed to be better coordination between those providing the help or

advicexcvi. It was concerning to hear evidence that advice services for people on low

incomes were "incredibly difficult for people to navigate."xcvii

We heard that the demand for local advice services has greatly increasedxcviii and

that resources are badly stretchedxcix. A number of stakeholders described a lack of
certainty about funding arrangements as a serious obstacle to providing effective
services and planning ahead. They called for a move away from annual funding

cycles to provide assurance and enable forward planningc.

The Cabinet Secretary said there was potential to look at different ways of providing

advice, including through services people already accessed or "touch points"ci. He
said the Home Energy Scotland programme was not designed to cope with the
current situation and that "We can look at bringing in a broader programme, part of
which might involve providing people with advice and information on measures that

can be taken."cii

The Cabinet Secretary acknowledged that annual funding rounds created
uncertainty for service providers. He said Home Energy Scotland was the principal
means of delivering advice on energy efficiency and energy issues and said
resources had been increased for the programme by 20%, including doubling the
resources for the elements of the programme directed at the most vulnerable. The
Cabinet Secretary said the Scottish Government was considering whether to
provide additional support for third sector organisations providing advice and

administering fundingciii.

The Committee recommends the Scottish Government should run a high-
profile national public information campaign on saving energy in the home

xcv Net Zero, Energy and Transport Committee, Official Report, 17 May 2022, Col 44
xcvi Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 15

xcvii Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 13
xcviii THAW Orkney. Written Submission, Scottish Federation of Housing Associations. Written

Submission, The Wise Group. Written Submission, Net Zero, Energy and Transport
Committee, Official Report, 26 April 2022, Col 14 and Official Report, 19 April 2022, Col 11

xcix Net Zero, Energy and Transport Committee, Official Report, 19 April 2022, Col 11

c Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 17 and 32
ci Net Zero, Energy and Transport Committee, Official Report, 17 May 2022, Col 44

cii Net Zero, Energy and Transport Committee, Official Report, 17 May 2022, Col 44
ciii Net Zero, Energy and Transport Committee, Official Report, 17 May 2022, Cols 31-32
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Energy efficiency and retrofitting

75.

76.

77.

this autumn. In so doing, we ask the Scottish Government to note expert
evidence collected during this inquiry about practical measures people can
take.

Over this coming autumn and winter the Scottish Government must also
ensure that fuel poverty support and advice services are properly funded,
so that everyone in Scotland looking for help can find it. Home Energy
Scotland in particular needs to partner with older peoples' organisations
and target older people to increase awareness and uptake. Provision of
advice to those on prepayment meters about energy efficiency and support
available should also be prioritised given their additional vulnerability as
discussed below.

The Committee recommends that, as a matter of urgency, the Scottish
Government work with agencies and experts to review how avenues of
funding and support are communicated to consumers, in order to make this
as simple and joined-up as possible. We recommend that this includes
examining how advice on this could be provided at points in the system
where there is already established local public engagement.

The Committee questions whether the scale, shape and pace of services
providing advice are adequate to meet the size of the challenge and would
welcome the view of the Scottish Government on this.

A number of stakeholders said the current crisis called for an urgent or

"turbocharged"civ programme of home insulation, targeted at those most in need

and starting now. Frazer Scott of Energy Action Scotland calledcv on the Scottish
and UK Governments to work together on "an emergency response", targeted at

the most vulnerable, saying the army could, if necessary, be mobilised to helpcvi.

Dr Matthew Hannon of the University of Strathclyde said rates of insulation had

slowed and called for a change in ambitioncvii. Dr Hannon said—

"If we were serious about this, we could be insulating hundreds of thousands of
homes UK-wide before the October price cap rise, because we were already

doing that 10 years ago."cviii

The Food and Drink Federation Scotland said businesses were reporting problems
accessing loans to install renewable energy generation systems and low carbon

civ Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 21

cv Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 23

cvi Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 32
cvii Net Zero, Energy and Transport Committee, Official Report, 19 April 2022, Col 3
cviii Net Zero, Energy and Transport Committee, Official Report, 19 April 2022, Col 23
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heatingcix.

Other evidence, whilst strongly supportive in principle of better home insulation, and
of more funding for it, expressed doubts about whether a mass programme was a
practical short-term aim. We heard about challenges beyond political will, such as a
lack of skilled labour and expertise at scale, supply chain issues, and ensuring that
interventions actually worked and delivered lower costs. This pertained both to

retrofitting and to installing new heating systemscx. Issues such as these have been
among the main themes of our inquiry into the role of local government and its
cross-sectoral partners in financing and delivering a net-zero Scotland.

Retrofitting has long-term benefits but outlays are high, by comparison with direct
financial assistance for high bills. One estimate for the average cost per home was

about £20,000cxi. Proposals for funding the work, or for bringing costs down,
included—

• expansion of the Energy Company Obligationcxii;

• area-based schemes with bulk procurement processes to produce economies

of scale and attract investmentcxiii; and

• using the credit union networkcxiv to provide loans for such work guaranteed by
the Scottish Government.

The Cabinet Secretary saidcxv £1.8 billion would be invested in heating and
insulation in homes over the next 5 years. He gave no indication of how much of
this would go into funding a crisis response this summer.

The Committee welcomes the Scottish Government's £1.8bn investment in
home heating and insulation services but is concerned this is not being
accelerated in response to the crisis. We request an update from the
Scottish Government on aspects of the programme that could be prioritised
over the rest of this year.

Following on from our discussion on the importance of expert advice for
householders, we note that consumer engagement with agencies or third
sector experts advice on energy consumption and funding support is an
opportunity to provide further advice on home insulation or home energy
decarbonisation, and any support available for these. These are both key

cix Food and Drink Federation Scotland. Written Submission.
cx Net Zero, Energy and Transport Committee, Official Report, 17 May 2022, Col 48, Official

Report, 19 April 2022, Col 12-13, Liquid Gas UK Written Submission and Bruce Wilson
Written Submission.

cxi Net Zero, Energy and Transport Committee, Official Report, 17 May 2022, Col 8
cxii Net Zero, Energy and Transport Committee, Official Report, 19 April 2022, Col 23
cxiii Net Zero, Energy and Transport Committee, Official Report, 17 May 2022, Col 6 and 8,

and Official Report, 19 April 2022, Col 32
cxiv Net Zero, Energy and Transport Committee, Official Report, 17 May 2022, Col 7
cxv Net Zero, Energy and Transport Committee, Official Report, 17 May 2022, Col 30

Net Zero, Energy and Transport Committee
Report on inquiry into energy price rises, 10th report, 2022 (Session 6)

18

https://www.parliament.scot/chamber-and-committees/committees/current-and-previous-committees/session-6-net-zero-energy-and-transport-committee/business-items/the-role-of-local-government-and-partners-in-delivering-net-zero
https://www.parliament.scot/chamber-and-committees/committees/current-and-previous-committees/session-6-net-zero-energy-and-transport-committee/business-items/the-role-of-local-government-and-partners-in-delivering-net-zero
https://www.parliament.scot/-/media/files/committees/net-zero-energy-and-transport-committee/correspondence/2022/20220413_fdfscotland_submission.pdf
https://www.parliament.scot/chamber-and-committees/official-report/what-was-said-in-parliament/NZET-17-05-2022?meeting=13756&iob=124842
https://www.parliament.scot/api/sitecore/CustomMedia/OfficialReport?meetingId=13697
https://www.parliament.scot/api/sitecore/CustomMedia/OfficialReport?meetingId=13697
https://www.parliament.scot/-/media/files/committees/net-zero-energy-and-transport-committee/correspondence/2022/20220510_liquidgasuk_submission_energypricerises.pdf
https://www.parliament.scot/-/media/files/committees/net-zero-energy-and-transport-committee/correspondence/2022/20220310_submission_brucewilson_airsourceheatpumps.pdf
https://www.parliament.scot/chamber-and-committees/official-report/what-was-said-in-parliament/NZET-17-05-2022?meeting=13756&iob=124841
https://www.parliament.scot/api/sitecore/CustomMedia/OfficialReport?meetingId=13697
https://www.parliament.scot/chamber-and-committees/official-report/what-was-said-in-parliament/NZET-17-05-2022?meeting=13756&iob=124841
https://www.parliament.scot/api/sitecore/CustomMedia/OfficialReport?meetingId=13697
https://www.parliament.scot/chamber-and-committees/official-report/what-was-said-in-parliament/NZET-17-05-2022?meeting=13756&iob=124841
https://www.parliament.scot/chamber-and-committees/official-report/what-was-said-in-parliament/NZET-17-05-2022?meeting=13756&iob=124842


83.

Support from energy companies

84.
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energy security goals and net zero goals for this decade. Evidence to our
current inquiry into the role of local government and its cross-sectoral
partners in financing and delivering a net-zero Scotland has made clear that
householders are looking for authoritative and clear public signalling on
decarbonisation and other net-zero measures.

The Committee also asks the Scottish Government what role its proposed
National Public Energy Agency could play in this work.

Ofgemcxvi and Scottish Powercxvii urged consumers always to contact their energy
provider in the first instance if they were struggling to pay bills. Keith Anderson of

Scottish Power told the Committee "we will find a way of helping"cxviii. He detailed
the other support offered including a new phone line which had been deluged in its
first week, and processes to offer emergency assistance to people with prepayment

meters to avoid self disconnectioncxix.

Other evidence outlined problems and concerns that had arisen when consumers in
difficulties had contacted their provider. The Scottish Federation of Housing

Associationscxx reported issues with representations on behalf of tenants, while
THAW Orkney (a fuel poverty charity) gave examples of how energy companies'

bureaucracy and procedures had put up barriers for vulnerable peoplecxxi. Frazer

Scott of Energy Action Scotland calledcxxii for suppliers to provide more support for
customers to understand different payment options available to them.

A key aspect of Ofgem's role as regulator is protecting consumers from unfair
behaviour by providers. Ofgem's Neil Lawrence told us—

"Through the market compliance reviews in this area, we will have the
information and data that enable us to understand which suppliers are treating
customers fairly and which ones are not. Where we find that they are not

adhering to the rules, we will take action to protect consumers."cxxiii

cxvi Net Zero, Energy and Transport Committee, Official Report, 10 May 2022, Col 10

cxvii Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 55

cxviii Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 55

cxix Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 55
cxx Scottish Federation of Housing Associations. Written Submission.

cxxi THAW Orkney. Written Submission.

cxxii Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 26
cxxiii Net Zero, Energy and Transport Committee, Official Report, 10 May 2022, Col 20
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Prepayment meters

89.
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91.

However, he went on to say that Ofgem would benefit from a change in the law that
would enable them to "step into that organisation and take over and do the right

thing"cxxiv. The Committee notes that legislating on Ofgem's core powers is a
reserved matter.

The Cabinet Secretary saidcxxv it was important for Ofgem to ensure energy
companies were providing good advice as well as directing customers towards
independent sources to verify this.

Prepayment, or "pay-as-you-go" meters are installed by suppliers and ordinarily can
only be removed by them. Householders with a prepayment meter may have to pay

to remove them depending on the suppliercxxvi. Around 4 million energy consumers

in the UK are on prepayment meterscxxvii. The Committee heard a disproportionate

number of prepayment meters are in Scotlandcxxviii.

Users of prepayment meters are likely to pay more for their energy than those with
conventional meters, and evidence to the Committee also highlighted other hidden

costs, such as travel costs for top-upscxxix. People using prepayment meters are
also at higher risk of disconnection from energy use during times of crisis, as they
will simply stop paying rather than running into arrears with their supplier. The
Cabinet Secretary said funding was made available through the Fuel Bank
Foundation to provide people with emergency funding to help prevent

disconnectioncxxx. Energy Action Scotlandcxxxi noted emergency credits for
prepayment meters had not risen in line with energy prices. The Scottish Federation

of Housing Associationscxxxii and Energy Action Scotlandcxxxiii called for accelerated
smart meter roll out for those with prepayment meters.

UK Minister of State, Greg Hands, told us it was important those using prepayment

meters received a "fair deal"cxxxiv. The Minister noted "forcible installations"cxxxv had
been banned in 2017 and new licensing conditions obligating suppliers to identify
self-disconnectors had been introduced in 2020.

cxxiv Net Zero, Energy and Transport Committee, Official Report, 10 May 2022, Col 20
cxxv Net Zero, Energy and Transport Committee, Official Report, 17 May 2022, Col 37
cxxvi u-Switch. (May 2022). How to change from a pre-payment meter to a standard credit

meter

cxxvii Ofgem (2020). Protecting energy consumers with prepayment meters: August 2020
decision

cxxviii Scottish Federation of Housing Associations. Written Submission.
cxxix Scottish Federation of Housing Associations. Written Submission.

cxxx Net Zero, Energy and Transport Committee, Official Report, 17 May 2022, Col 54

cxxxi Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 30

cxxxii Scottish Federation of Housing Associations. Written Submission.

cxxxiii Energy Action Scotland. Written Submission.
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Ofgem said they were working with suppliers to ensure they were supporting pre-

payers, including as part of compliance reviewscxxxvi. We asked Ofgem whether
there should be a legal right to have a prepayment meter replaced. Neil Lawrence,
Director of Retail, Ofgem, said a balance had to be struck and if there was debt to

be recovered, a prepayment meter was the best way to do thiscxxxvii. In follow up
correspondence, he indicated it could be replaced if this was "safe", stating this was

usually if there was no debt involvedcxxxviii. He said Ofgem was committed to
discussing issues around prepayment meters further with stakeholders.

The Cabinet Secretary agreed that those on prepayment meters were often
amongst the most vulnerable, and that he was concerned by the possibility of mass
disconnections, but did not express a specific view on whether there should be

measures or interventions to take households off prepayment meterscxxxix.

The Committee is concerned many users of prepayment meters will have
been left especially vulnerable by recent events, as they already tend to pay
more for their energy bills, with little power to change this if they wish to.
There is a real risk of significant numbers disconnecting, and going without
heating this autumn and winter, with untold consequences. Some will
already have done so.

The Committee asks the Scottish Government what steps it is taking to
monitor how the crisis is affecting households with prepayment meters
specifically, and to track how many are disconnecting.

We also ask the Scottish Government if it has considered making
representations to power companies, to Ofgem and to the UK Government
about creating a right, under appropriate circumstances, to have a
prepayment meter removed free of charge, in response to the current crisis
and on grounds of general fairness.

The Committee recommends that if making such representations, the
Scottish Government should suggest that where meters are being removed
and replaced, smart meters should be installed as standard.

cxxxiv Net Zero, Energy and Transport Committee, Official Report, 11 May 2022, Col 18

cxxxv Net Zero, Energy and Transport Committee, Official Report, 11 May 2022, Col 18
cxxxvi Net Zero, Energy and Transport Committee, Official Report, 10 May 2022, Col 19

cxxxvii Net Zero, Energy and Transport Committee, Official Report, 10 May 2022, Col 24

cxxxviii Letter from Ofgem to the Convener of the Net Zero, Energy and Transport Committee - 19
May 2022

cxxxix Net Zero, Energy and Transport Committee, Official Report, 17 May 2022, Col 54
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Locking in lower energy prices for the
longer term
98.

99.

100.

101.

Energy market reform and electricity prices

102.

103.

104.

A crisis presents opportunities to reflect on doing things differently, and during this
inquiry the Committee took the opportunity to seek views on achieving better
national energy security - and lower bills for households - in the longer term.

It is important to stress that this theme was not the major element of an intentionally
short inquiry, in which a limited number of witnesses were asked mainly about how
to address the consequences of high fuel bills over the coming months. Energy
policy is complex, globally interlinked, and currently in a state of flux as the world
looks to shift to net zero, with expert debate over which technologies, or energy
sources (some still in development) are best placed to take us there, and under
what circumstances.

There were also those who argued that a publicly-owned energy company would
reduce prices for consumers in the long term, with energy being treated as a

service and not a commoditycxl. The Committee notes that the Scottish
Government's current plans do not include setting up a public energy company, with

the focus instead on a new national energy agencycxli.

In the context of a report addressed to the Scottish Government, there are further
complexities in the way in which any discussion of our future energy balance
crosses in and out of reserved matters. Energy market regulation is a matter almost
entirely reserved to Westminster.

The unit price of gas is significantly cheaper than that for electricity, and households
that use electricity for heating may pay up to three or four times more than gas
users.

Reasons include the way the retail electricity price is set (by reference to the gas
price) and Ofgem placing more "environmental and social levies" on electricity bills
than on gas bills. There is also a direct correlation between higher gas prices and
higher electricity prices, as some gas will be used to generate electricity, so in times

of gas scarcity both become more expensivecxlii.

Questions have increasingly been raised, including during this inquiry, about
whether the current approach to electricity pricing is fair to consumers or consistent
with net zero ambitions. When the Committee had its first evidence session with the
UK Climate Change Committee last August, its chair Lord Deben told us—

cxl Scottish Trades Union Congress. Written Submission and Net Zero, Energy and Transport
Committee, Official Report, 19 April 2022, Col 25

cxli Net Zero, Energy and Transport Committee, Official Report, 17 May 2022, Col 42
cxlii Scottish Parliament Information Centre. (2021) Gas prices and fuel poverty. SPICe

Spotlight Blog
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"It is not sensible or fair for the whole of the green cost to be on the electricity
bill and not on the gas bill. Quite a lot of the people who have only electricity
are poorer than those who have a dual tariff. Therefore, it would not seem
sensible to make more expensive the thing that you want people to use and
less expensive the thing that you want people to stop using. That is not logical
and, therefore, we think that it is necessary to change the way in which that is

done."cxliii

We heard similar views to this during the inquirycxliv.

The UK Government earlier this year announced "a comprehensive Review of
Electricity Market Arrangements in Great Britain, with high-level options for reform

to be set out in the summercxlv. Witnesses welcomed this as an opportunity for a
comprehensive discussion about the issue, and the possibility of major reform,
although witnesses noted the complexities involved, and that changes would mean

winners and loserscxlvi. Dan Alchin of Energy UK said the reach of reforms should
be carefully considered, including how they could impact on retail market
arrangements, "consumer pricing, the just transition and fairness across the

piece"cxlvii. Dr Richard Lowes of the Regulatory Assistance Project said it was time
to consider introducing two energy markets, one wholly in renewables and

operating at lower costs for consumerscxlviii.

Dr Matthew Hannon of Strathclyde University also suggested that long-term energy
market reform should include enabling local energy use using locally generated

powercxlix. The UK currently operates a national energy market with nationally set
prices.

The Committee asked UK Minister of State, Greg Hands, if gas should continue to
set the price or was it now time for wholesale reform of the market, in order to bring
down prices. Mr Hands did not provide a direct response on whether electricity and
gas pricing should be decoupled but said the key was to "try to change our energy

supply mix" and reduce gas dependencycl.

The Committee asks the Scottish Government what representations it
proposes to make in the UK Government's Review of Electricity Market
Arrangements in Great Britain. The Committee considers there is now a

cxliii Net Zero, Energy and Transport Committee, Official Report, 31 August 2021, Col 24
cxliv Net Zero, Energy and Transport Committee, Official Report, 19 April 2022, Col 14
cxlv UK Government (2022). British energy security strategy

cxlvi Net Zero, Energy and Transport Committee, Official Report, 19 April 2022, Col 13 and 14
and Official Report, 26 April 2022, Col 42 and 43

cxlvii Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 41

cxlviii Net Zero, Energy and Transport Committee, Official Report, 19 April 2022, Col 14
cxlix Net Zero, Energy and Transport Committee, Official Report, 19 April 2022, Col 13

cl Net Zero, Energy and Transport Committee, Official Report, 11 May 2022, Col 10

Net Zero, Energy and Transport Committee
Report on inquiry into energy price rises, 10th report, 2022 (Session 6)

23

https://www.parliament.scot/api/sitecore/CustomMedia/OfficialReport?meetingId=13267
https://www.parliament.scot/api/sitecore/CustomMedia/OfficialReport?meetingId=13697
https://www.gov.uk/government/publications/british-energy-security-strategy/british-energy-security-strategy
https://www.parliament.scot/api/sitecore/CustomMedia/OfficialReport?meetingId=13697
https://www.parliament.scot/chamber-and-committees/official-report/what-was-said-in-parliament/NZET-26-04-2022?meeting=13714&iob=124439
https://www.parliament.scot/chamber-and-committees/official-report/what-was-said-in-parliament/NZET-26-04-2022?meeting=13714&iob=124439
https://www.parliament.scot/api/sitecore/CustomMedia/OfficialReport?meetingId=13697
https://www.parliament.scot/api/sitecore/CustomMedia/OfficialReport?meetingId=13697
https://www.parliament.scot/chamber-and-committees/official-report/what-was-said-in-parliament/NZET-11-05-2022?meeting=13746&iob=124753


Future energy mix

Renewables

110.

111.

112.

Other fuel sources

113.

114.

principled case to be made for decoupling electricity and gas prices and
allowing electricity to settle at a lower market rate. In the long term we
believe this will be fairer for consumers and for net zero outcomes.

Stakeholders used their evidence to reinforce key messages about the importance
of reducing fossil fuel dependency and of making renewables an ever-larger
component of the future energy mix, to increase energy security and reduce market

volatilitycli. Scottish Power Chief Executive, Keith Anderson, told the Committee—

"Wind is the cheapest form of generation in the system. The more that we
invest as a country in the future of wind, whether onshore or offshore, and in
solar power, the more we will bring down the cost of energy and the better and

stronger we will make the energy source and security."clii

UK Minister of State Greg Hands MP told us the UK has "Europe’s largest capacity
in offshore wind" which the UK Government aimed to quadruple over the coming

decadecliii.

There was some discussion about hydrogen's potential as a major source of "clean"
fuel in future. The Committee notes that aspects of this technology remain
developmental, with questions over how clean it is, the situations where it can best

be deployed and whether its role may be mainly transitionalcliv.

The recent UK Government energy security strategyclv commits to further increasing
renewables' share of UK energy generation, in order to accelerate the transition
from oil and gas.

On nuclear power, the strategy signals that the UK Government undertakes to

cli Net Zero, Energy and Transport Committee, Official Report, 19 April 2022, Col 5 and 6;
Net Zero, Energy and Transport Committee, Official Report, 11 May 2022, Col 4; Net Zero,
Energy and Transport Committee, Official Report, 26 April 2022, Col 39, Official Report, 19
April 2022, Col 6, Official Report, 10 May 2022, Col 6 and Friends of the Earth Scotland.
Written Submission.

clii Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 37
cliii Net Zero, Energy and Transport Committee, Official Report, 11 May 2022, Col 3
cliv Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 48 - 49,

Official Report, 19 April 2022, Col 19 and Friends of the Earth Scotland. Written
Submission.

clv UK Government (2022). British energy security strategy
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invest "massively" in it, raising nuclear to 25% of electricity output by 2050clvi.

On oil and gas (and the still developmental carbon capture and storage
engineering), the strategy delivers this signal to markets and stakeholders—

"In meeting net zero by 2050 we may still use a quarter of the gas that we use
now. So to reduce our reliance on imported fossil fuels, we must fully utilise our
great North Sea reserve, use the empty caverns for CO2 storage, bring through
hydrogen to use as an alternative to natural gas and use our offshore expertise
to support our offshore wind sector. As a result of our plans, the North Sea will
still be a foundation of our energy security but we will have reduced our gas
consumption by over 40% by 2030."

It also describes UK gas an "an important transition fuel".

UK Minister of State Greg Hands told us that growing nuclear capacity was
necessary to reduce fossil fuel dependence and called on the Scottish Government

to drop its "ideological" objection to nuclearclvii. Nuclear powers' role in securing
better UK energy security, alongside a bigger renewables sector, had some backing

from witnessesclviii although questions were also raised about costs and

timescalesclix.

The Cabinet Secretary told us he did not support more nuclear power. He said it
should not be necessary with an expansion of renewables and that increased

reliance on nuclear would keep prices highclx.

As expected, stakeholders' views on oil and gas's future role varied, with Offshore
Energies UK, for example, saying it would welcome positive governmental

signalling on the basis that the industry retained an important transitional roleclxi.
Richard Lowes of the Regulatory Assistance Project said accelerating extraction in
existing fields could exacerbate problems with price by exposing the UK to the

volatile import market for longerclxii. Witnesses tended to agree increased
investment in North Sea oil and gas will not make a difference this winter and is part

of long term energy policyclxiii.

Mr Hands told us—

clvi Net Zero, Energy and Transport Committee, Official Report, 11 May 2022, Col 3
clvii Net Zero, Energy and Transport Committee, Official Report, 11 May 2022, Col 5 and 10

clviii Net Zero, Energy and Transport Committee, Official Report, 19 April 2022, Col 8

clix Friends of the Earth Scotland. Written Submission.
clx Net Zero, Energy and Transport Committee, Official Report, 17 May 2022, Col 45
clxi Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col

clxii Net Zero, Energy and Transport Committee, Official Report, 19 April 2022, Col 25

clxiii Net Zero, Energy and Transport Committee, Official Report, 19 April 2022, Col 4, Official
Report, 26 April 2022, Col 38 and Official Report, 11 May 2022, Col 7
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Potential barriers to renewables: the planning system,
transmission charges and Grid connections

123.
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"We in the UK benefit from producing gas to meet 50 per cent of our needs,
which is a position that a lot of other European countries do not have. We are
not dependent on the importation of gas from Russia, for example. Thanks to
North Sea gas, we are in a really fortuitous position. We need to ensure that we
do not kill off investment, particularly at a time when we are dealing with huge

and heightened energy security issues."clxiv

The Committee notes the previous Chancellor's announcement of a "new ‘super-
deduction’ style relief" on investment in oil and gas extraction. This 80% allowance

means businesses will "get a 91p tax saving for every £1 they invest"clxv.

The Cabinet Secretary was asked on 17 May for his view on the proposed (and now
authorised) "Jackdaw" field in waters east of Scotland. He answered—

"... our position on Jackdaw is the same as our position on Cambo, and that
position has been reinforced by the Scottish and UK Governments’
independent adviser on climate change, the Climate Change Committee, which
said that there should be a compatibility checkpoint not just for new projects but

for consented developments that are not yet in production."clxvi

Witnesses touched on the barriers and possible solutions to growing the
renewables sector, raising issues already familiar to the Committee through other
work; for instance, our ongoing inquiry into the role of local government and its
cross-sectoral partners in financing and delivering a net-zero Scotland and our
consideration of the draft fourth National Planning Framework (NPF4) earlier this

yearclxvii.

In our formal response on NPF4 we noted the "frustration many stakeholders feel at
a planning system that enables delay, churn and repetition", and said that depleted
staffing in council planning departments risked being a major obstacle to achieving
net zero. We also called on NPF4 to be "bolder" in order to help drive progress
towards net zero. We heard similar sentiments in this inquiry; in particular for the
planning system to demonstrate more favour towards renewables projects, and

provide momentum rather than delayclxviii.

Another issue raised was transmission charging. We heard views that current

charging system is a "barrier"clxix to growing renewables, creating counterproductive

clxiv Net Zero, Energy and Transport Committee, Official Report, 11 May 2022, Col 6
clxv UK Government (2022). Energy Profits Levy Factsheet - 26 May 2022
clxvi Net Zero, Energy and Transport Committee, Official Report, 17 May 2022, Col 43

clxvii Letter from the Convener of the Net Zero, Energy and Transport Committee to the
Convener of the Local Government, Housing and Planning Committee on the draft Fourth
National Planning Framework, 7 March 2022

clxviii Net Zero, Energy and Transport Committee, Official Report, 19 April 2022, Col 15 - 18
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disincentivesclxx. Current transmission charges incentivise generation in centres of

demand and vary across the countryclxxi. Access to the National Grid in the first
place is a potential barrier to expanding renewables, especially in more remote
areas, as Committee Members heard on their visit to Orkney in June, as part of the
ongoing inquiry into role of local government and its cross-sectoral partners in
financing and delivering a net-zero Scotland. Members heard that renewables in
Orkney had in effect reached saturation point, and that this could only be addressed
by expanding Grid connections.

Dr Matthew Hannon of Strathclyde University suggested more locally generated
energy consumption was one way to protect against wider market fluctuations. He

noted the Local Electricity Bill currently being considered at Westminsterclxxii which
would allow for small electricity generators to become local suppliers.

Witnesses also underlined the key role the private sector must play in any energy
transition. We note the Association of British Insurers' estimate that meeting the

UK's net zero commitments will require £2.7 trillion in investment by 2035clxxiii.

The Heat in Buildings Strategyclxxiv estimates the cost of upgrading homes and
buildings in Scotland will be £33 billion by 2045, with £1.8 billion being provided in
this Parliament by the Scottish Government. The strategy states public funding and
individual householder spending will not meet the costs of this and the majority will
come from private investment.

Industry stakeholders called for governments to signal clarity about the future

direction of energy policy to give industry and investors confidenceclxxv. The
Committee notes that such calls are inextricably linked to the ongoing debate about
our future energy mix and, for example, the future role of UK oil and gas in energy
policy. In evidence to us as part of the ongoing inquiry into the role of local
government and its cross-sectoral partners in financing and delivering a net-zero
Scotland, the Association of British Insurers said its members would be looking for

long term, low risk investment opportunitiesclxxvi. Stakeholders also mentioned the
importance of energy consumers feeling well-informed about future choices (for
instance on new technologies for heating the home), to give the industry

confidenceclxxvii.

clxix Net Zero, Energy and Transport Committee, Official Report, 17 May 2022, Col 37

clxx Net Zero, Energy and Transport Committee, Official Report, 19 April 2022, Col 6 and
Official Report, 10 May 2022, Col 9

clxxi Net Zero, Energy and Transport Committee, Official Report, 10 May 2022, Col 9
clxxii Local Electricity Bill, as introduced (Private Members Bill, Bill 154 2021-22)
clxxiii Net Zero, Energy and Transport Committee, Official Report, 19 April 2022, Col 32
clxxiv Scottish Government (2021). Heat in Buildings Strategy
clxxv Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 38 and 58

clxxvi Net Zero, Energy and Transport Committee, Official Report, 21 June 2022, Col 7

Net Zero, Energy and Transport Committee
Report on inquiry into energy price rises, 10th report, 2022 (Session 6)

27

https://www.parliament.scot/chamber-and-committees/committees/current-and-previous-committees/session-6-net-zero-energy-and-transport-committee/business-items/the-role-of-local-government-and-partners-in-delivering-net-zero
https://www.parliament.scot/chamber-and-committees/committees/current-and-previous-committees/session-6-net-zero-energy-and-transport-committee/business-items/the-role-of-local-government-and-partners-in-delivering-net-zero
https://www.parliament.scot/chamber-and-committees/committees/current-and-previous-committees/session-6-net-zero-energy-and-transport-committee/business-items/the-role-of-local-government-and-partners-in-delivering-net-zero
https://www.parliament.scot/chamber-and-committees/committees/current-and-previous-committees/session-6-net-zero-energy-and-transport-committee/business-items/the-role-of-local-government-and-partners-in-delivering-net-zero
https://www.parliament.scot/chamber-and-committees/committees/current-and-previous-committees/session-6-net-zero-energy-and-transport-committee/business-items/the-role-of-local-government-and-partners-in-delivering-net-zero
https://www.parliament.scot/chamber-and-committees/official-report/what-was-said-in-parliament/NZET-17-05-2022?meeting=13756&iob=124842
https://www.parliament.scot/api/sitecore/CustomMedia/OfficialReport?meetingId=13697
https://www.parliament.scot/chamber-and-committees/official-report/what-was-said-in-parliament/NZET-10-05-2022?meeting=13745&iob=124750
https://www.parliament.scot/chamber-and-committees/official-report/what-was-said-in-parliament/NZET-10-05-2022?meeting=13745&iob=124750
https://bills.parliament.uk/bills/3039/publications
https://www.parliament.scot/api/sitecore/CustomMedia/OfficialReport?meetingId=13697
https://www.gov.scot/binaries/content/documents/govscot/publications/strategy-plan/2021/10/heat-buildings-strategy-achieving-net-zero-emissions-scotlands-buildings/documents/heat-buildings-strategy-achieving-net-zero-emissions-scotlands-buildings/heat-buildings-strategy-achieving-net-zero-emissions-scotlands-buildings/govscot%3Adocument/heat-buildings-strategy-achieving-net-zero-emissions-scotlands-buildings.pdf
https://www.parliament.scot/chamber-and-committees/official-report/what-was-said-in-parliament/NZET-26-04-2022?meeting=13714&iob=124439
https://www.parliament.scot/api/sitecore/CustomMedia/OfficialReport?meetingId=13841


130.

131.

132.

133.

134.

Tim Lord of the Phoenix Group and Tony Blair Institute for Global Change called for
targeted Government funding to "pump-prime private investors to be able to come
in at scale" and to create "investment vehicles". He praised the "project pipeline"
established through Scottish Government leasing rounds and the investment

framework established by the Contracts for Difference schemeclxxviii. He called this
a "virtuous circle" which could be replicated in "other sectors such as CCS,

hydrogen and electricity networks."clxxix Ross Dornan of Offshore Energies UK
similarly called for frameworks for investment across a "diverse" range of energy

generationclxxx.

The Committee considers that the crisis underlines the need for an
acceleration towards increased usage of domestic renewable energy and
more efficient energy use generally, in order to escape dependence on
volatile international fossil fuel markets.

Thanks to its geography and established skills base in green energy,
Scotland is exceptionally well placed to grow its renewables sector further,
provided the right conditions are in place.

Factors holding the sector back include a sometimes sclerotic planning
system and a decrease in the number of planners. There is also a need to
rapidly grow skilled jobs in areas such as installing decarbonised heat in
the home and retrofitting and to roll out assistance to householders in
these areas at pace. These have been key themes arising during our
ongoing inquiry on the role of local government and its cross-sectoral
partners in financing and delivering a net-zero Scotland, as well as in this
inquiry.

The Committee accepts that there are differences of views on the role other
sources of energy such as nuclear power, hydrogen and North Sea oil and
gas can play, alongside renewables, in delivering future energy security,
and more affordable bills for consumers. We expect to revisit these matters
in more detail over the course of this session, in the context of our ongoing
work monitoring Scotland's net zero targets.

clxxvii Net Zero, Energy and Transport Committee, Official Report, 19 April 2022, Col 32
clxxviii UK Government (2022). Policy Paper - Contracts for Difference

clxxix Net Zero, Energy and Transport Committee, Official Report, 19 April 2022, Col 32

clxxx Net Zero, Energy and Transport Committee, Official Report, 26 April 2022, Col 38
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Annexe A - Minutes
N et Zero, Energy and Transport Committee - Meeting Minutes, 11th Meeting, 2022 -
Tuesday 29 March 2022

1. Decision on taking business in private: The Committee agreed to take items 4, 5, 6
and 7 in private.

7. Work programme (in private): The Committee agreed a remit and witnesses for an
inquiry into energy price rises.

The Committee agreed proposed visits in connection with its inquiry into the role of local
government and its cross-sectoral partners in financing and delivering a net-zero Scotland.

Net Zero, Energy and Transport Committee - Meeting Minutes - 12th Meeting, 2022 -
Tuesday 19th April 2022

1. Decision on taking business in private: The Committee agreed to take items 3 and 4
in private.

2. Energy price rises: The Committee took evidence from—

Dr Matthew Hannon, Reader in Sustainable Energy Policy and Business Models, Hunter
Centre for Entrepreneurship, University of Strathclyde;

Tim Lord, Head of Climate Change, Phoenix Group and Associate Senior Fellow for Net
Zero, the Tony Blair Institute for Global Change;

Dr Richard Lowes, Senior Associate, The Regulatory Assistance Project (RAP).

3. Energy price rises (in private): The Committee considered the evidence it heard
earlier under agenda item 2.

Net Zero, Energy and Transport Committee - Meeting Minutes, 13th Meeting, 2022 -
Tuesday 26 April 2022

1. Decision on taking business in private: The Committee agreed to take items 5 and 6
in private.

4. Energy price rises: The Committee took evidence from—

Chris Birt, Associate Director for Scotland, Joseph Rowntree Foundation;

Frazer Scott, Chief Executive Officer, Energy Action Scotland;

Alastair Wilcox, Senior Policy Officer, Citizens Advice Scotland; and then from—

Dan Alchin, Director of Regulation, Energy UK;

Ross Dornan, Market Intelligence Manager, Offshore Energies UK (OEUK);

Keith Anderson, Chief Executive Officer, ScottishPower.

5. Energy price rises (in private): The consideration of evidence for this item was
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deferred to a later meeting.

Net Zero, Energy and Transport Committee - Meeting Minutes - 15th Meeting, 2022 -
Tuesday, 10 May 2022

1. Declaration of interests: The Convener welcomed Elena Whitham to the Committee
as a substitute for Natalie Don (Scottish National Party) and invited her to declare any
relevant interests.

Elena Whitham said she had no relevant interests to declare.

2. Decision on taking business in private: The Committee agreed to take item 4 in
private.

3. Energy price rises: The Committee took evidence from—Neil Kenward, Director of
Strategy and Decarbonisation and Neil Lawrence, Director of Retail, Office of Gas and
Electricity Markets (Ofgem).

4. Energy price rises (in private): The Committee considered the evidence it heard
earlier under agenda item 3 and at previous meetings.

Net Zero, Energy and Transport Committee - Meeting Minutes - 16th Meeting, 2022 -
Wednesday 11 May 2022

1. Decision on taking business in private: The Committee agreed to take item 3 in
private.

2. Energy price rises: The Committee took evidence from—Rt Hon. Greg Hands MP,
Minister for Energy, Clean Growth and Climate Change, UK Government.

3. Energy price rises (in private): The Committee considered the evidence it heard
earlier under agenda item 2.

Net Zero, Energy and Transport Committee - Meeting Minutes - 17th Meeting, 2022 -
Tuesday 17 May 2022

1. Decision on taking business in private: The Committee agreed to take items 6 and 7
in private.

3. Energy price rises: The Committee took evidence from—Michael Matheson, Cabinet
Secretary for Net Zero, Energy and Transport, Scottish Government.

7. Energy price rises (in private): The consideration of evidence for this item was
deferred to a later meeting.

Net Zero, Energy and Transport Committee - Meeting Minutes - 18th Meeting, 2022 -
Tuesday 24 May 2022

1. Decision on taking business in private: The Committee agreed to take items 7, 8 and
9 in private.

9. Energy price rises (in private): The Committee considered the evidence it heard at
previous meetings.

Net Zero, Energy and Transport Committee - Meeting Minutes - 21st Meeting, 2022 -
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Tuesday June 21 2022

1. Decision on taking business in private: The Committee agreed to take items 3 and 4
in private.

4 Energy price rises (in private): The Committee considered a draft report. Various
changes were agreed to and the Committee agreed to consider a revised draft at its next
meeting.

Net Zero, Energy and Transport Committee - Meeting Minutes - 22nd Meeting, 2022 -
Tuesday, June 28 2022

1. Decision on taking business in private: The Committee agreed to take items 4, 5, 6,
7 and 8 in private.

4. Energy price rises (in private): The Committee considered a draft report. Various
changes were agreed to and the Committee delegated to the Convener responsibility for
finalising the draft report for publication.
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Annexe B - Evidence
Oral Evidence

• 19 April 2022 - Evidence from stakeholders

• 26 April 2022 - Evidence from stakeholders

• 10 May 2022 - Evidence from Ofgem

• 11 May 2022 - Evidence from the UK Government

• 17 May 2022 - Evidence from the Scottish Government

Written Evidence

• Letter from the Cabinet Secretary for Net Zero, Energy and Transport to the Convener
of the Committee, 15 June 2022

• Energy price rises follow up letter from Ofgem - 19 May 2022

• Friends of the Earth Scotland - 12 May 2022

• THAW Orkney - 10 May 2022

• STUC - 10 May 2022

• Liquid Gas UK - 10 May 2022

• Scottish Federation of Housing Associations - 9 May 2022

• Age Scotland - 26 April 2022

• Energy Action Scotland - 22 April 2022

• The Wise Group - 21 April 2022

• Food and Drink Federation Scotland - 13 April 2022

• Bruce Wilson - 10 March 2022
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