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Background LCPDelts

Ambitious heat decarbonisation targets in Scotland

Heat pumps have a much higher upfront cost compared
to gas boilers

Need to understand:
Possible financing solutions
Appetite in Scotland for these

* Research based on:
LCP Delta’s Heating Business Research Service
Desk-based research
Stakeholder interviews

Internal analysis
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[ Monthly payments

Options for purchasing a heat pump

Greater complexity

\

[ Customer owns product ] r Provider owns product

Bundles in maintenance and checks

[ Energy tariff >> agreed temp.
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Current offers and uptake ot
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Subscription

o\ t 7

Vast majority of Home Energy Little available — especially HaaS
customers Scotland loan
More across Europe but still limited — Germany, Denmark
Number of
commercial

providers
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What do Scottish stakeholders think? LCPDelta

HPOS was considered appealing overall

Manufacturers

* Drive demand in volume
*  Provide bundled installation and maintenance
* Manage perceived risk of unknown technology

Many companies already engaged

But concerns & barriers to overcome Trade association/ industry
experts

° Subscriptions are more expensive

* Contractual aspects: credit agreements etc
* Consumer protection / vulnerable customers
* Limited finance providers

* Customer interest in not owning product? Consumer groups

* Guarantees of system performance, comfort,
ongoing servicing and maintenance
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Recommendations to Scottish Government

* Design a pilot scheme - build off previous stages
 Test customer interest

* Bundling design, installation and maintenance
* Monthly payment plans

* Ownership of product — customer / provider

* Interest of different customer groups

Pilot 2 Pilot 3

Pilot 1 :
Finance and Finance, Subscription and

maintenance and maintenance

maintenance energy tariff
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Contact us

Tessa Clark
Head of Subscription Research
tessa.clark@lcp.com

About LCP Delta

LCP Delta is a trading name of Delta Energy & Environment Limited and Lane Clark & Peacock LLP. References in
this document to LCP Delta may mean Delta Energy & Environment Limited, or Lane Clark & Peacock LLP, or both,
as the context shall require.

Delta Energy & Environment Limited is a company registered in Scotland with registered number SC259964 and
with its registered office at Argyle House, Lady Lawson Street, Edinburgh, EH3 9DR, UK.

Lane Clark & Peacock LLP is a limited liability partnership registered in England and Wales with registered number
0C301436. All partners are members of Lane Clark & Peacock LLP. A list of members’ names is available for
inspection at 95 Wigmore Street, London, W1U 1DQ, the firm’s principal place of business and registered office.
Lane Clark & Peacock LLP is authorised and regulated by the Financial Conduct Authority and is licensed by the
Institute and Faculty of Actuaries for a range of investment business activities.

LCP and LCP Delta are registered trademarks in the UK and in the EU. Locations in Cambridge, Edinburgh,
London, Paris, Winchester and Ireland.

Copyright © 2024 LCP Delta.

https://www.lcp.uk.com/emails-important-information contains important information about this communication from
LCP Delta, including limitations as to its use.

Disclaimer and use of our work

This work has been produced by LCP Delta under the terms of our written agreement with «ClientName» (Client) for
the Client's sole use and benefit, subject to agreed confidentiality provisions, and for no other purpose. To the
greatest extent permitted by law, unless otherwise expressly agreed by us in writing, LCP Delta accepts no duty of
care and/or liability to any third party for any use of, and/or reliance upon, our work.

Where this report contains projections, these are based on assumptions that are subject to uncertainties and
contingencies. Because of the subjective judgements and inherent uncertainties of projections, and because events
frequently do not occur as expected, there can be no assurance that the projections contained in this report will be
realised and actual events may be difference from projected results. The projections supplied are not to be
regarded as firm predictions of the future, but rather as illustrations of what might happen. Parties are advised to
base their actions on an awareness of the range of such projections, and to note that the range necessarily
broadens in the latter years of the projections.
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