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What is the heat decarbonisation challenge?
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• In 2019, the UK government set a legally binding-target to achieve 

net-zero greenhouse gas emissions from across the UK economy 

by 2050.

• Heating is responsible for over a third of UK emissions. Meeting 

our net-zero target will require virtually all heat in buildings to be 

decarbonised by 2050.

• With around half of our natural gas being used in heating, 

transitioning away from volatile global gas markets is also an 

energy security priority.

• Decarbonising heat is challenging: it’s consumer-facing, it’s 

disruptive, there are multiple actors and there is no one size 

fits all solution. 
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The role of heat pumps in decarbonising buildings

• Given the diversity of buildings and consumer 

preference, a variety of heating technologies are 

likely to be required to meet this challenge, 

including solar thermal, biomass, direct 

electric heating, heat networks, hydrogen for 

heat and heat pumps.

• Heat pumps will play a major role in all future 

scenarios.

• We install around 55,000 heat pumps a year, but 

we expect heat pumps will be the principal 

means of decarbonising heat in buildings over 

the next decade and potentially beyond. That’s 

why we aim to install 600,000 heat pumps a 

year by 2028.

• In October 2021, we published our Heat and 

Buildings Strategy where we set out our plan to 

ensure that the building sector stays on track to 

achieve net zero, including announcing policies 

to accelerate action on heat pumps.

Heat and Buildings Strategy – At a Glance:

✓ Providing £3.9bn funding to decarbonise buildings – including 

£450m for the Boiler Upgrade Scheme, £950m for the Home 

Upgrade Grant, £800m for Social Housing, and £1.4bn for 

Public Sector Decarbonisation.

✓ Launching a market-based mechanism for heat pumps, 

expected to run from 2024.

✓ Introduction of Future Homes Standard for new build in 2025.

✓ Consulting on ending the installation of new fossil fuel 

heating for homes and non-domestic buildings off the gas 

grid, starting in 2026.

✓ Aiming to phase out the installation of new and replacement 

natural gas boilers by 2035 at the latest.

✓ Investing in R&D on hydrogen for heat, including trials, 

enabling strategic decisions on future of gas grid by 2026.

✓ Investing £60m in heat pump innovation through the new 

“Heat Pump Ready” programme.
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Stimulating demand through public investment…
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• Significant funding and subsidy for heat pump installations, including:

‒ The £450m Boiler Upgrade Scheme, which will run for three 

years (2022-2025) and will provide upfront capital grants of 

£5,000 for ASHPs and biomass boilers, and £6,000 for 

GSHPs. Targeted at owner-occupiers.

‒ As well as spending through schemes which support both heat 

decarbonisation and building fabric upgrades:

o £950m Home Upgrade Grant,

o £800m Social Housing Decarbonisation Fund, and

o £1.4bn for Public Sector Decarbonisation Scheme.
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…and through regulations
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• In new buildings, the Future Homes Standard will ensure that from 

2025, new homes are zero-carbon ready, requiring no further retrofit.

o While the regulations do not mandate the use of specific 

technologies, the planned performance standard will ensure new 

homes will not be built with fossil fuel heating, but low carbon 

technologies such as heat pumps or clean heat networks.

• We have also consulted on phasing out the installation or 

replacement of fossil fuel heating off the gas grid (~1.5m homes):

o From 2024 for larger, non-domestic properties, and from 2026 for 

households, and smaller non-domestic buildings, we propose to 

introduce regulations that would mean no new installations of oil, 

coal or LPG heating systems.

• The Heat and Buildings Strategy also set out an ambition to end 

installations of new and replacement natural gas boilers for 

heating homes from 2035.
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Supporting investment through a market-based mechanism
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• Given the key role of heating appliance manufacturers in the 

transition to clean heat, we plan to introduce a market-based 

mechanism for low-carbon heat from 2024 until at least 2028, 

which will provide a policy framework to support investment in 

developing the UK consumer market for heat pumps.

• With a clear market-wide standard for low-carbon appliances as 

a proportion of sales, industry will have the policy certainty

and confidence to invest in supply chains, partnerships and 

innovations to scale the consumer market.

• Tradable market mechanisms have a track record of supporting 

the development and transition of other sectors, such as low-

emissions vehicles and renewable transport fuels.

• Credit-trading will ensure companies have a range of options 

for meeting the obligation, and create enhanced value through 

surplus credits for firms that bring forward the products and 

offerings that consumers value most. 
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Accelerating investment in heat pump manufacturing
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• BEIS is launching a Heat Pump Investment Accelerator Competition to 

accelerate investment in heat pump manufacturing across the UK.

• The Competition will make up to £30m available to applicants as non-

repayable grants for eligible capital costs.

• This funding will need to support heat pump manufacture, and 

manufacturing of key components, such as compressors, heat 

exchangers, controls or hot water cylinders for heat pumps.
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Enablers of heat pump deployment
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• Affordability – the Government plans action to ensure bills are affordable while considering 

longer-term goals, like how to incentivise electrification across the economy and accelerate the 

shift away from volatile commodity markets.

• Energy Price Guarantee to reduce consumer energy bills; Treasury-led review of the scheme 

will design a new approach to support consumers with energy bills after April 2023. 

• The VAT rate applicable to the installation of energy saving materials and technologies, including 

heat pumps, reduced to 0%, from 1st April 2022 until 31st March 2027.

• Installer skills – industry estimates we will need 30,000 more installers to achieve 600,000 

installations/year by 2028.

• The Government has launched the latest phase of the Home Decarbonisation Skills Training 

Competition (£10m) – funds training for people working in the energy efficiency, retrofit and 

low carbon heating sectors in England

• Industry is investing in training.

• A smart and secure electricity system is a vital enabler of the transition to low-carbon 

technologies.

• We are consulting on a smart mandate for certain electric heating appliances.
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Funding innovation in heat pumps
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• Earlier this year, we published details of our £60 million Heat Pump Ready

Innovation Programme, which aims to reduce costs and increase the 

performance of domestic heat pumps, minimise disruption in homes during the 

process of heat pump installation and develop financial models that support an 

increase in heat pump deployment.

• The Programme is split into three streams; Stream 1 supports coordinated 

deployment at scale, Stream 2 aims to develop technological solutions and 

tools, while Stream 3 will share learnings from the Programme. 

• We recently announced winners of Stream 2 funding. 


