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1. Background

Climate change and potential solutions



Climate Change ambition and legislation 

• Global Climate Emergency

• Climate Change (Emissions 

Reductions) 2019 Act

Targets:

Net-zero emissions by 

2045, with:

56% reduction by 2020

75% reduction by 2030

90% reduction by 2040



GHG Emissions by sector in Scotland (1990 – 2017)
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2. Heat Networks 

as part of the solution to the heat challenge



Low-regret actions for buildings decarbonisation 



Heat networks in Scotland 

There are currently of the 1080* 

heat networks registered in 

Scotland: 

• Communal 674 (62.4%) are 

connected to only one 

building 

• District 406 (37.6%) are 

connected to more than one 

building

They account to 1% of total heat 

consumption in Scotland.

*Based on Experimental statistics on heat networks (2019)



Potential for heat networks in Scotland 

• The UK National Comprehensive Assessment (2015) estimated the 

potential for heat networks across the UK, including discrete figures for 

Scotland. 

Scenario Total heat consumption by 2025 

Low 6.7%

High 45.0%

• Impact Assessments for Heat Networks 

(Scotland) Bill estimated:

o Potential long-term carbon savings in high 

intervention scenario 23% on 

counterfactual boiler heat supply.

o Potential consumer savings up to 36% on 

counterfactual gas boiler.



Traditional Heating System

GHG

Emissions

• Fuel delivered to the building;

• Combustion happens inside home;

• Need for carbon monoxide alarms;

• Need for frequent maintenance and 

boiler replacement. 

Gas network

Gas boiler

Low Carbon Heat Network

Heat 
Exchanger

• Heat delivered to the building;

• No combustion happening inside home;

• Heat generation can use variety of fuels 

and sources;

• Maintenance of the heat exchanger 

reduced to once every 4-7 years.

What is a heat network?

Heat Network



Part of the solution

What is a Heat Network?



Heat Networks are not a new concept 

Copenhagen has one of the largest heat networks in Europe



3. Challenges to 

deployment of 

heat networks



Challenges to deployment of heat networks 1: Regulation

•Competition and Markets Authority 

published the market study into the heat 

networks supplying domestic customers 
in July 2018. 

•Key findings were:

•Heat networks prices same or lower 

than alternatives for most customers;

•A statutory regime governing the 

regulation of heat networks is 

required; 

•Need for introduction of consumer 

protection for all heat networks 

customers;

• Increased transparency in the sector.



Challenges to deployment of heat networks 1: Regulation

In Scotland:

• Regulation of heat is devolved;

• Regulation of consumer protection is 

reserved;

• Heat Networks (Scotland) Bill to regulate 

heat networks market; 

• Consumer protection provided by GB 

wide framework developed by BEIS.

In England:

• Regulation of heat and 

consumer protection within the 

gift of UK Government.

• Proposed Heat Networks Market 

Framework which includes 

consumer protection for whole 

GB. 

In Northern Ireland: 

• Regulation of heat and 

consumer protection is 

devolved;

• No current proposed 

regulation regime.

In Wales: 

• Heat networks (and schemes 

incentivising or facilitating them) 

are devolved, but their regulation 

(including consumer protection) is 

reserved. 

• Proposed Heat Networks Market 

Framework may extend to Wales 

beyond consumer protection.



Challenges to deployment of heat networks 2: Investment

Uncertainty 
over 

consumer 
demand

Uncertainty 
of 

investment

• Low prices of 

incumbent gas 

network; 

• Existing 

infrastructure; 

• Potential 

disruption; 

• Lack of 

regulation 

including 

consumer 

protection

• High Capital 

Cost of 

investment

• Limited skills 

and supply 

chain 

available on 

the market; 

• No demand 

assurance 



Devolved Competence in Scotland

Devolved:

 Building Standards: we can set emission standard for heating systems 

and standards for overall energy use and environmental impact of 

buildings (new build and existing);

 Grants, Loans and Advice Support Schemes: for example, Energy Efficient 

Scotland, District Heating Loan Fund (DHLF), Home Renewables Loans, 

etc.  Home Energy Scotland & Resource Efficient Scotland advice 

services; and

 Innovation & Commercialisation Support: such as the Low Carbon 

Infrastructure Transition Programme (LCITP).

 Regulation of Heat (including Heat Networks): technical standards, 

consenting, etc. (but not consumer protection);

Reserved:

 Gas Network: standards and quality i.e. what goes through the pipes 

 Consumer Protection

 Price signals: e.g. tax, levies and charges



4. Heat Networks (Scotland) Bill

What the Bill does to overcome these challenges



Purpose of the Heat Networks (Scotland) Bill 

• To contribute to Scotland’s 

climate change targets, by 

stimulating the deployment of 

low carbon heat networks.

•Fulfil the Competition and 

Markets Authority (CMA) to 

regulate the heat networks 

market. 

•Contribute to Fuel Poverty 

(Targets, Definition and 

Strategy) Act 2019.



How did we get here? 

Recommendations of Special Working Group on District 
Heating (2016)

Short Life Working Group on Heat Regulation 
(2016-2017)

Policy Scoping Consultation on LHEES and District Heating 
Regulation (2017)

Second Consultation on LHEES and Regulation of District and 
Communal Heating (2017)CMA Recommendations (2017)

Engagement with stakeholders 
(2017 – 2019)

Ministerial Statement on Energy Efficient Scotland 
(22 November 2018)

Energy Efficient Scotland Consultation launched 
in March 2019 Working Group on Heat Network 

Regulations (May 2019 – Present)

•Recommendations Report 
published in December 2019

Heat Networks (Scotland) Bill



Heat Networks (Scotland) Bill 

Regulation

Part 1: Licences

Part 2: Consents

Part 7: Transfer Schemes

Part 8: Misc.

Investment

Part 3: Zones

Part 4: Permits

Part 5: Building 
Assessments

Part 6: Licence
Powers



Planning & Construction

(new projects)

Heat Networks (Scotland) Bill 

Strategic

Development

Preparation of 

Building 

Assessment 

Reports (Part 5)

• Public sector 

buildings only

Heat Network 

Zoning (Part 3)

• Local Authority 

designates HN 

Zone

• Scottish 

Ministers 

designate HN 

Zone on LA 

behalf

Operation 

Heat Networks Permits (Part 4)

• Project specific

• Only in HN Zones

• Awarded on competitive basis

• Time limited

• Ensure heat demand

Heat Network Consents (Part 2)

• Project specific

• Granted in or outside HN Zones

• Include deemed planning 

permission

• Ensure development of projects 

in line with climate change and 

fuel poverty targets

• Include Transfer Scheme to 

provide for Supplier of Last 

resort

Heat Network Consent

for operation (Part 2)

• Project specific

• In event where the organisation 

that constructs and operates the 

HN differs

Heat Network Licence (Part 1)

(new and existing companies)

• Granted per company

• Subject to conditions which 

could include consumer 

protection and technical 

standards

Additional Rights for Licence 

Holders (Part 6)

• Compulsory Purchase Rights

• Network Wayleave Right

• Power to carry out survey 

and enter land to replace or 

repair apparatus



5. Discussion



Additional Slides 
if needed



UK Government Consultation 

The UK Government’s consultation makes the following legislative proposals:

• Establishing Ofgem as sector regulator with responsibility of oversight and enforcement powers 

across quality of service and pricing arrangements for all domestic heat network consumers.

• Introduction of statutory consumer standards that would focus on three core strands: 
transparency of the heat network service; fair and accurate pricing; quality of service. 

• Introduction of a general authorisation for all heat networks with optional licence for schemes 
requiring additional rights and powers.

• Considering step-in arrangements to cover worst-case scenarios that would be placed on the 
authorised parties. 

• Introduction of  regulated certification schemes which could be mandated to ensure that that 
regulated entities must demonstrate their network was designed and built in compliance with 
technical standards in order to meet authorisation requirements.

• Levelling playing field with other utilities through providing heat networks with similar statutory 
undertaker rights and powers.



Scale of Challenge on Heat
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Heat Networks (Scotland) Bill 

Strategic Development

Building Assessment Reports (Part 5)

• An owner of a non-domestic building (or other specified persons) must prepare building assessment 

report and set out there:

• the potential for the non-domestic building to be supplied with heat by a heat network,

• the period for which existing heating system of the non-domestic building is expected to continue to 

operate effectively and efficiently. 

• Currently covering only public sector buildings; expected to be prepared every 5 years. 

Heat Network Zones (Part 3) 

• Local authorities have a duty to consider designation of heat network zone;

• Local authorities may: 

• Use power to designate heat network zone in their area;

• Scottish Ministers designate HN Zone on LA behalf,

• Choose not to designate 

• Scottish Ministers will issue guidance about the designation by LAs of heat network zones; 

• Consideration in relation with heat network zones to take place every 5 years.  



Planning & Construction

(new projects)

Heat Networks (Scotland) Bill 

Heat Networks Permits (Part 4)

• Scottish Ministers can act as “Permit Authority” or designate other persons; 

• Where heat network zone was designated as a such that will require heat network zone permit, only the 

permit holder can construct and operate a heat network in that zone;

• Heat network permits are time limited (30-40 years) and awarded on competitive basis; 

• Their purpose is to ensure that winning bidder can plan heat network within specified area; 

• Scottish Ministers can attach conditions to heat network permit and have responsibility to monitor 

compliance. 

Heat Network Consents (Part 2)

• Heat network consents to be awarded by Scottish Ministers or designated persons; 

• They are to be site specific (with possible exemptions for certain categories of projects);

• Application for heat network consent will include deemed planning permission – section (35);

• Possibility for separate consent for construction and operation

• More than one HN consent can be issued within set area (in or out with the heat network zone)

• Representations can be made during the consideration process; 

• Ensure development of projects in line with climate change and fuel poverty targets

• Include Transfer Scheme to provide for Supplier of Last resort (under Part 7)



Heat Networks (Scotland) Bill 

Operation

Heat Network Consent (for operation) (Part 2)

• In event where the organisation that constructs and operates the HN differs heat network consents may be 

issued separately. 

• Monitored by Scottish Ministers. 

Heat Network Licence (Part 1) 

(new and existing companies)

• Heat network licences granted and administered by “Licensing Authority” for an organisation that will be 

responsible for operation of a heat network; 

• Subject to conditions which could include consumer protection (measures from UK Government)

and technical standards; 

• Exemptions to be set by regulations per a category of organisation or for specific organisations; 

• Subject to monitoring and reporting of Licensing Authority; 

• Additional rights and powers attached to licences 

Additional Rights for Licence Holders (Part 6) 

• Compulsory Purchase Rights

• Network Wayleave Right

• Power to carry out survey and enter land to replace or repair apparatus


