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Regulating for Zero Emissions Homes – issues for 
consideration 

Policy Briefing 

SEPTEMBER 2021 

BACKGROUND 

This briefing summarises research commissioned by the Existing Homes Alliance (EHA) to consider 

issues related to Scottish Government’s proposals for regulating owner occupied housing for energy 

efficiency performance and zero emissions from heat1.  

The Scottish Government’s vision is that by 2045 Scotland’s homes and buildings will be warmer, 

greener and more energy efficient – contributing to the climate change target of net zero by 2045. 

The Scottish Government proposes to bring forward new regulations between 2023-2025. 

The rationale for introducing regulation is that voluntary action is not delivering change quickly 

enough to address the climate crisis. Regulation will provide certainty for homeowners and supply 

chains, driving demand and enabling industry to invest in their businesses. This policy certainty is 

essential if we are to leverage the private investment needed to pay for the retrofitting of Scotland’s 

homes. 

TOPIC 1: OPTIONS FOR REGULATION 

The Scottish Government is committed to introducing two regulatory standards – one for energy 

efficiency and one for zero emissions heat.  It is intended that both standards will be supported by a 

reformed energy performance assessment process (under consultation autumn 2021). 

Minimum standards of energy efficiency can be applied to all buildings, or targeted at specific 

sectors, tenures, types or sizes of privately or publicly owned buildings.  They can be applied at one 

or more trigger points, for example: 

 
1 Heat in Buildings Strategy, Scottish Government, October 2021 

This research report explores three topics:  

• options for regulation;  

• devolved and reserved powers; and  

• support for regulation.  

 

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-scotland-u2019s-buildings/heat-buildings-strategy-achieving-net-zero-emissions-scotland-u2019s-buildings/govscot%3Adocument/heat-buildings-strategy-achieving-net-zero-emissions-scotland-u2019s-buildings.pdf


Existing Homes Alliance Scotland • Regulating for Zero Emissions Homes - issues for consideration  

 2 

• Change of tenancy; 

• Point of sale; 

• Major refurbishment;  

• Replacement or installation of a new heating system. 

Zone based triggers could also be applied for mixed tenure or mixed use buildings where a 

coordinated whole building approach is required.    

The Heat in Buildings Strategy (HBS) includes a commitment to consult on detailed proposals for 

regulations which would be introduced from 2023-25, to require owner occupied private homes to 

meet at least EPC C or equivalent by 2033.  From 2025 onwards, all private housing will be required 

to achieve minimum standards equivalent to EPC C where technically feasible and cost effective to 

do so at key trigger points. 

When designing regulations based on minimum standards, consideration should be given to which 

parts of the housing stock will be targeted, when standards should be applied and what advice and 

support framework will be in place to ensure viable routes for compliance and to ensure vulnerable 

consumers are not adversely affected. 

International Experience 

Research into the design of minimum energy performance standards (MEPS) carried out in 20212 

identified that MEPS has the potential to deliver on social goals, climate change and the alleviation 

of fuel poverty.  In Europe, the driver for mandatory requirements has often been European Union 

directives which have then been transposed into countries’ building codes.  In North America, the 

United States has tended to focus on rented homes or larger buildings, whilst Canada has tended to 

focus on owner-occupied homes. Australia and New Zealand have focused MEPS on rented homes, 

with health and wellbeing as key drivers.     

Legally restricting or banning carbon intensive heating 

A number of countries have banned, or plan to ban, carbon intensive heating at the point of 

replacement.   

 
2 https://www.raponline.org/wp-content/uploads/2021/05/rap-ls-ms-eu-meps-2021-june.pdf  

There are a number of ways in which regulation can be approached: 

1. Legally restricting or banning carbon intensive heating 

2. Mandating building owners to meet an energy performance standard 

3. Voluntary agreements ahead of mandatory action 

4. Incentives to support compliance  

5. Emissions Trading Schemes 

 

https://www.raponline.org/wp-content/uploads/2021/05/rap-ls-ms-eu-meps-2021-june.pdf
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• Denmark has restricted the installation of oil-fired boilers and natural gas in new buildings 

since 2013.  In 2016 rules were extended to cover the installation of new oil-fired boilers in 

existing homes with additional restrictions on the use of gas-fired boilers. 

• France is introducing a ban on new or replacement oil-fired heating systems from 2022 and 

Norway has had a ban on new oil-fired heating since 2020. 

• The Irish Government is effectively banning the installation of oil boilers from 2022 and gas 

boilers from 2025 in all new buildings through new regulatory standards on home heating 

systems.  They will also enact a Net Zero Energy Building (NZEB) performance requirement 

that will apply to all new buildings and existing dwellings undergoing major renovations – this 

will be progressively extended to improve energy efficiency performance. 

International experience suggests that regulation and associated advice/support packages need to 

be designed in such a way as to ensure that compliance is as easy as possible.  Energy efficiency of 

the home is also critical as it reduces both the installation and running costs of new zero or low 

emissions heating system. 

Mandating owners to meet an energy efficiency performance standard 

As an alternative to the banning of carbon intensive heating, governments have the option of 

requiring homeowners to meet an energy performance standard.  This approach typically includes a 

list of measures from which homeowners can choose, although governments can require certain 

measures to be installed, such as minimum levels of insulation. 

Since 2010 all rented housing in Boulder, Colorado is required to demonstrate energy efficiency 

equal to or exceeding that of homes built to a 1999 Energy Code. The approach was based on an 

existing rental license system where owners of rental properties must obtain and renew a license 

every four years.  Renewal involves a health and safety inspection, which now includes an energy 

efficiency inspection. 

Voluntary agreements ahead of mandatory action 

An approach adopted by some governments is to encourage voluntary action in the lead in period to 

implementation of regulation. 

• The Netherlands - Since 2013 social rented homes have been expected to reach EPC B and 

80% of private rented sector homes to reach EPC C by 2020. 

• Washington State, USA – since 2019 commercial buildings over 50,000 square feet have 

been required to meet an energy performance standard.  The size of buildings required to 

comply will reduce over time and financial incentives have been introduced for building 

owners who can demonstrate that they have taken early action to comply in advance of 

enforcement. 

Incentives to support compliance 

To support regulation, governments have the option of encouraging action through either punitive or 
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incentivising measures.  

The Scottish Government has a strong track record in relation to incentives, having provided grants 

and loans (including cashback) over several years as well as grant support for people in fuel poverty.  

The Heat in Buildings Strategy states the Scottish Government is considering how local tax and 

charging powers could incentivise the retrofit of buildings alongside a regulatory approach. 

Emissions Trading Schemes 

Following a 'polluter pays' principle where the fossil fuel supplier is held responsible for the pollution 

created by fossil fuels sold for combustion, the Heat in Buildings Strategy includes a commitment to 

consider the EU Emissions Trading System (EU ETS) as a mechanism to drive investment to reduce 

emissions.  

In 2021 the EU confirmed an intention to overhaul its carbon market and apply its emissions trading 

scheme to buildings and transport.3  The EU has confirmed that any extension of the EU ETS to 

buildings and transport must be accompanied by a dedicated Climate Action Social Fund to account 

for its impact on EU’s most vulnerable citizens.  

A similar approach to the EU’s plans has been taken by the German federal government. The long-

term vision is for a cap-and-trade system where the federal government sets an annual total 

emissions limit for fuels in line with its total targets prescribed by the EU.  Emission allowances are 

transferable and can be auctioned and traded. 

A UK Emissions Trading Scheme (UK ETS) replaced the UK’s participation in the EU ETS in 

January 2021.4 The UK scheme has been based on the EU scheme, providing continuity for UK 

businesses.  

Best options for regulation in Scotland 

Movement towards low carbon heat on a voluntary basis has been limited in Scotland and the 

research suggests that legally restricting carbon intensive heating is needed to accelerate the 

transformation. Signalling the phase out of fossil fuel heating and replacement with low or zero 

carbon systems can act as a useful communication tool with building owners. In other sectors (such 

as electric vehicles) this kind of signalling approach has had a major impact on consumers switching 

to low and zero carbon alternatives.  The number of electric cars registered in the UK increased 

 
3 https://www.euractiv.com/section/energy/news/eu-carbon-market-will-be-extended-to-buildings-and-transport-von-der-leyen-confirms/ 
4 https://www.gov.uk/government/publications/participating-in-the-uk-ets/participating-in-the-uk-ets 

Punitive measures: 

• Tax penalties 

• Rent freezes 

• Preventing new tenancies being 

granted 

• Preventing sale of property 

 

Incentives: 

• Tax reductions 

• Subsidies, eg feed-in tariffs 

• Discounts for energy efficient property 

• Beneficial energy tariffs 

• Grants/low-cost loans 

 

https://www.euractiv.com/section/energy/news/eu-carbon-market-will-be-extended-to-buildings-and-transport-von-der-leyen-confirms/
https://www.gov.uk/government/publications/participating-in-the-uk-ets/participating-in-the-uk-ets
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significantly in 2020, with more than 175,000 electric vehicles registered, showing a growth of 66% 

on 2019.5 

Requiring homeowners to meet an energy performance standard could facilitate a whole house 

approach which would be beneficial for homeowners – reducing disruption and potentially cutting the 

capital installation costs of new heating as well as reducing energy demand, thereby reducing 

ongoing energy costs.   

As noted previously, the Scottish Government is consulting on the energy performance 

assessment process with a view to ensuring it is better aligned to net zero ambitions. The revised 

assessment process and minimum standards should be supported with more extensive information 

for homeowners, for example, building passports could allow building owners to illustrate the longer-

term destination for their buildings.  

For the transition to net zero to be a success, the heat and energy efficiency supply chains will need 

to be supported to grow and ensure sufficient capacity to meet increased demand.  It is essential 

 
5 https://www.nextgreencar.com/electric-cars/statistics/ 

Recommendations: 

1. The Scottish Government should bring forward its plans for regulation by autumn 

2022 with a 3-year foreshadowing period for enforcement from 2025. By being clear 

on the route to regulation and providing a reasonable lead in time, homeowners will 

understand what they need to do and by when.  This will help to incentivise early 

action if that lead in time is used to invest in communications, engagement, and 

financial incentives for early compliance. 

2. All supporting policies and programmes must be ready to be implemented at the 

same time as the introduction of regulations. 

3. The Scottish Government should provide the Scottish Law Commission with the 

resources and terms of reference they need to be able to report by summer 2022 on 

the tenement law reforms required for regulation to be effective in these building 

types.  

4. The heat transition should not result in higher running costs for households living in fuel 

poverty. The Scottish Government should further develop its comprehensive support 

package for fuel poor households, including grant support for capital costs and 

financial compensation for those disadvantaged by the transition. 

5. To support expansion of the self-funded sector, the Scottish Government should 

expand its loans and cashback offer for self-funders and work with key partners to 

develop innovative financial mechanisms, such as “heat as a service” or “green 

mortgages” that can help support the heat transition. 

6. The Scottish Government should undertake further research to understand better the 

appropriateness of extending the UK ETS. 

 

 

https://www.nextgreencar.com/electric-cars/statistics/
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that regulation is coordinated and managed in a way that enables supply chains to respond.   

The Heat Pump Sector Deal Expert Advisory Group interim report was published in June 2021 and 

indicated that it does not consider it likely that manufacturing capacity will constrain decarbonisation, 

however the number of installers is limited and could slow progress. 

TOPIC 2: DEVOLVED AND RESERVED POWERS 

The HBS sets out the strategic approach the Scottish Government believes is needed to transform 

Scotland’s buildings. Many of the powers likely to be required to deliver the strategy are currently 

devolved, but some, including many aspects of energy policy, remain reserved to the UK 

Government.  Both the Scotland Act 1995 and 2016 are silent on heat which could imply it can be 

considered devolved, however the legal situation in unclear. Consequently, legal advice on heat is 

required, while at the same time it is clear the Scottish Government is dependent on the UK 

Government to take some decisions on wider energy policy. 

The HBS identified the areas where Scottish Government is calling for the UK Government to act, 

and these include reviewing the way levies are applied to energy bills, amending VAT so energy 

efficiency and renewables have a reduced or zero VAT rating, and providing clarity on hydrogen 

policy. 

Whilst devolved administrations can ask that the UK Government acts on reserved matters, the 

priorities of the devolved nations can diverge and as such the HBS uses precise language that 

focuses on what is known to be within the competence of the Scottish Parliament. 

While there may be a lack of enthusiasm from the UK Government for further devolution of powers, 

the positions of the two administrations are relatively aligned and the Scottish Government has 

confirmed that the limits of devolved powers will not be used as an excuse for lack of action. 

Scenarios for Consideration 

Scenario 1: Cooperation between UK and Scottish governments 

If the Scottish Government does not have competence to act, the UK Government could make the 

legislative and/or regulatory changes requested by the Scottish Government. The Scottish 

Government has made clear their commitment to working with the UK Government on climate 

change, however changes will need to happen quickly if targets are to be met. 

Scenario 2: Further changes are sought to the devolution settlement 

The UK Government agrees to devolve further powers, allowing the Scottish Government to make 

the legislative and/or regulatory changes identified as necessary in the HBS. However, this is 

politically sensitive given the ongoing constitutional debate and the current UK Government has 

indicated that it does not see the need for any further devolution.  

Scenario 3: The Scottish Government maximises it existing powers 
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The Scottish Government seeks to maximise its existing powers on heat policy by obtaining legal 

advice on whether it would be competent for the Scottish Ministers to regulate to require installation 

of zero emission heating (essentially a ban on installing fossil fuel heat).  

Scenario 4: A ‘future signalling’ approach, combined with regulation,  

The Scottish Government takes a ‘future signalling’ approach combined with regulation where they 

do have competence (e.g. energy efficiency). This would involve setting a vision for the future and a 

date by when all the changes should be in place. If it were not competent for the Scottish 

Government to regulate for zero emissions heat, it could influence voluntary take up through 

incentives, consumer engagement and supply chain support.   

Achieving net zero 

All four scenarios identified in this research can and should be pursued concurrently – this would 

mean the Scottish and UK governments cooperating where it makes sense to do so, but the Scottish 

Government setting a clear vision and signalling the direction of travel.  This would be achieved 

through regulation where it has competence and encouraging the UK Government to act where 

required.  Incentives should also be used to encourage action where the Scottish Government does 

not have authority to legislate or regulate. 

TOPIC 3: SUPPORT FOR REGULATION 

Key to the success of any regulatory framework for energy efficiency and zero emissions heating will 

be the advice, support, enforcement and consumer protection measures taken by national and local 

government, as well as other stakeholders. 

Local authorities and Local Heat and Energy Efficiency Strategies  

Local authorities will be central to supporting the scaling up and acceleration of retrofitting homes.  

This will include delivering existing energy efficiency and new area-based schemes, as well as 

administering, supporting, and enforcing new regulations.  Local authorities are required to prepare 

Local Heat and Energy Efficiency Strategies (LHEES) and it is expected that these should be in 

place for all local authorities by the end of 2023. 

Whilst local authorities are well placed to provide this local strategic leadership, they must be 

adequately resourced to ensure LHEES meet their full potential. 

Recommendations: 

7. The Scottish Government should seek legal advice on its competence to regulate 

and/or legislate in relation to heat policy and work closely with the UK Government to 

achieve decarbonisation of the housing stock.  The Scottish Government should 

make full use of existing powers to regulate and signal the changes required to 

realise the vision set out the Heat in Buildings Strategy.   
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Monitoring and enforcement  

Regulation is dependent on effective monitoring and enforcement and there are options for who 

leads this:  

• local authorities; 

• a national body, such as the Scottish Housing Regulator; 

• the proposed new national public energy agency;  

• estate agents and solicitors; or 

• installers (eg of heating systems)  

Effective monitoring and enforcement have been key to success when regulation has been used 

elsewhere to ban carbon intensive activities.  The Norwegian Government’s ban on the use of 

heating oil included enforcement at the point of sale, with the sale of heating oil monitored. 

Monitoring and enforcement should be transparent and built in from the start, with milestones so 

progress can be tracked. 

Quality assurance and consumer protection 

Research by Citizens Advice Scotland show that without strong protection, there is a risk that 

consumers who invest in energy efficiency measures could be vulnerable to mis-selling, poor quality 

workmanship and complex routes to redress.   

The HBS includes proposals to adopt the latest UK retrofit standards, including PAS 2030/2035 

which is intended to provide assurance on the quality work undertaken.  The Scottish Government 

will also consider using the UK Government’s TrustMark quality assurance framework to ensure 

compliance with these standards.  Consideration should be given to how the new quality assurance 

scheme can be met by SMEs, ensuring that it is not overly burdensome and builds on existing 

industry quality assurance schemes. 

Consumer protection is reserved to the UK Government, with only advocacy and advice being 

devolved.  Progress in this area will require the Scottish and UK governments to work together to 

introduce a statutory consumer protection framework for energy efficiency and heat. 

Assessment process 

In recognition of the fact that the current assessment process is inadequate and not aligned to net 

zero ambitions, the Scottish Government is committed to reforming the process. In reforming the 

assessment process consideration should be given to:  

• Assessor skills and quality assurance requirements; 

• Getting the right balance between cost and providing tailored and accurate reports; 

• The potential role for Building Renovation Passports in supporting compliance; and 

• Mechanisms to ensure the market expands sustainably to ensure the right skills mix and 

absolute numbers of assessors are in place in the right locations. 
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Oversight, coordination and delivery 

The Scottish Government has committed to establish a national public energy agency which has the 

potential to provide an oversight and coordination function. The EHA has produced a separate 

briefing which sets out our views on key features for a national oversight body6.  Whilst there are 

significant benefits in providing oversight nationally, consideration should be given to ensuring any 

national agency builds on the existing delivery infrastructure and enables local delivery. 

The EHA supports the creation of local not-for-profit delivery vehicles that can deliver retrofit and 

generate affordable energy for people at risk of fuel poverty. 

CONCLUSION 

The Scottish Government’s ambitions in relation to energy efficiency and zero carbon heating are 

welcome and critical to addressing the climate emergency and fuel poverty.  

A clear and definitive regulatory framework is an essential part of helping homeowners to understand 

what is expected and by when.  Homeowners will need to be convinced that standards are fair and 

reasonable, and that compliance is achievable. This will require a lead in period covering the time 

from regulations being introduced to enforcement.  Where there are gaps in legal provision, for 

 
6 National Energy Agency Briefing, Existing Homes Alliance, 2021 

Recommendations: 

8. The Scottish Government should commit to providing additional resources to local 

authorities to ensure they are funded to fulfil their enforcement role. 

9. The Scottish Government must build in monitoring and evaluation from the start. 

Indicators covering the short, medium, and longer terms will ensure progress is 

transparent and can be accurately tracked. 

10. The Scottish Government should implement measures to protect consumers from poor 

quality advice, inferior installations, or scams including targeted support to industry, 

helping consumers understand their rights and increasing the capacity of Trading 

Standards to investigate and take enforcement action. 

11. The Scottish Government should implement as soon as possible its proposals to adopt 

PAS 2030/2035 to ensure high quality work is undertaken from the outset and that 

industry is informed, supported and ready to respond to the increased demand. 

12. The Scottish Government’s commitment to reforming the EPC assessment process 

should consider other innovative approaches that can help building owners to 

understand and track the quality of their homes through initiatives such as the Building 

Renovation Passbook and Digital Home Logbook. 

13. The Scottish Government should publish by spring 2022 proposals for a dedicated 

national public energy agency to oversee and coordinate an accelerated delivery of 

heat and energy efficiency work in Scotland. 
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For further information about the Existing Homes Alliance visit 

www.existinghomesalliancescotland.co.uk 

Existing Homes Alliance Scotland, a Scottish Charitable Incorporated Organisation, (SCIO), No SC048434, July 2021 

 

 

example in relation to improving buildings in mixed ownership, the Scottish Government should aim 

to fill these gaps as a priority.  

The HBS recognises the many wider benefits that will flow from investing in energy efficiency and 

heat decarbonisation, including improved health and wellbeing outcomes, reducing fuel poverty and 

creation of green jobs.  But if we are to meet climate change and fuel poverty targets, maximise 

these wider benefits and minimise costs, it is essential that the Scottish Government moves quickly 

to introduce regulation.   

Success will need the right balance between regulation and support.  To engage homeowners, a 

package of support and incentives will be needed, with dedicated resources for those who need it.  

Incentives can encourage early compliance, alongside a clear communications campaign involving 

local advice and support organisations.  

Supporting policies and programmes must be accelerated and developed further to ensure 

homeowners are enabled to transform their homes.  In particular the following must be taken forward 

in tandem with the development of regulation: 

• Increased investment to leverage private finance, deliver a just transition and ensure costs 

are met in full for people in fuel poverty; 

• Take forward the recommendations of the Cross-Party Working Group on Tenement 

Maintenance to ensure tenement owners are not left behind; 

• Expanded advice and support services to ensure clear and appealing customer journeys for 

homeowners; and 

• Robust consumer protection in partnership with supply chains to ensure high quality work, 

consumer confidence and redress when things go wrong. 

The final report of the Climate Assembly7 illustrates that there is support for action and that people 

want direction to enable them to act - Climate Assembly members recommended retrofitting the 

majority of Scotland’s homes to be net zero by 2030 and the immediate development of robust 

quality standards for assessing what needs to be done to retrofit existing homes to become net zero.   

The Heat in Buildings Strategy sets the vision and the direction of travel.  Now it is time for delivery. 

 

 

 

 

 

 
7 Final Report, Scotland’s Climate Assembly, June 2021 

http://www.existinghomesalliancescotland.co.uk/
https://www.climateassembly.scot/full-report/retrofit-homes

