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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

ANNUAL ENERGY STATEMENT 

SUBMISSION FROM VATTENFALL 

Introduction 

Vattenfall is keen to take up the opportunity to respond to the Scottish Parliament’s 
Economy, Energy and Fair Work Committee call for evidence on heat networks as part of 
its scrutiny of the Scottish Government’s Annual Energy Statement.   

We welcome the fact that, at its meeting on 11 June 2019, the Committee decided to 
scrutinise the Energy Statement and to focus on decarbonisation of the heat sector, 
particularly on progress towards the target of 11% of non-electrical heat demand from 
renewables by 2020.Vattenfall has a proven track record of investment in heat networks 
across Northern Europe against different regulatory and policy frameworks.   We recognise 
the importance of increased investment in heat networks as a major contributor to the 
decarbonisation of heat which in turn will contribute significantly towards a zero carbon 
target.   We agree with the view of the Chief Executive of the Committee on Climate 
Change that: 

‘If there is a test of whether we are serious, it is on heating. We have an 
extraordinarily useful energy system delivering heat to every home in Scotland and 
the UK at the moment and it works extremely well. Sadly, it is based on fossil fuels in 
the main. It is not going to be easy to change that, but it is necessary that we do so. 
The targets that we already have require that, and a net zero target makes it even 
more obvious that it needs to be done. 

We do not have a strategy across the UK that will deliver a decarbonised heat 
system. There are big choices to be made about how to do it. The key message from 
the CCC to Governments in Scotland and the UK is that you have no excuse but to 
make that plan now.’ 

Heating of residential and commercial properties is one of the largest contributors to CO2 
emissions in the United Kingdom, with over 90 percent of homes and commercial buildings 
using individual gas boilers for heating. Vattenfall therefore has established a new district 
heating business in the UK in order to provide decarbonised and integrated heating 
solutions. We believe district heating/cooling networks and decentralised solutions will 
provide stability for integrated heating and power generation and are the door-opener for 
modern, decarbonised and integrated energy solutions of the future.    We also believe that 
the imperative of heat decarbonisation needs to be balanced with the need to drive down 
costs for the consumer at the same time as protecting their rights.    

Our response to the below questions reflects our experience of developing and operation 
heat networks in other geographies.    
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Questions 

1. Whether the 11% renewable heat target is still appropriate? 

 
Vattenfall is of the view that the 11% target, whilst unlikely to be achieved, still lacked 
sufficient ambition from the beginning.   The role of decarbonised heat in addressing the 
climate change challenge is crucial.  A more a stretching target with a clearer pathway to 
how it was likely to be achieved would arguably have put Scotland and the UK on a 
stronger footing in terms of developing a market for heat networks.   It is our hope that this 
can be addressed going forward in the form of a stretching, time limited target and a clear 
policy and financial support framework for achieving it.  
 
2. Whether the target is likely to be achieved? 

Vattenfall shares the view of many across industry and elsewhere that the 2020 target is not 
likely to be achieved.   Companies are keen to see the heat industry thrive in Scotland and 
elsewhere in the UK.  Time is not on our side in terms of the immediate target   Whilst the 
implementation of a zoned approach to heat network development and the introduction of 
LHEES has helped identify opportunities and focus effort and resource there still remains a 
shortfall between what has been put in place and what is required to meet the target.    

3. What the key risks and threats to achieving the target are, and what more can be 
done? 

The key risk is the lack of time, with 2020 almost upon us.   In terms of what more can be 
done, Vattenfall is engaged in discussions with the Scottish Government on what needs to 
be put in place, in terms of the right, supportive policy framework, against which the 
development of heat networks can thrive.   We are encouraged that the Government has 
many of these measures in their sights and we will continue to take forward these 
discussions     

Policy support is required in the following areas:  
 

 Continued revenue support: This can be made available through the RHI (or 
similar) to make low-carbon heat competitive against natural gas where a DHN is 
serving existing building 

 Capital support: In addition to the above Scottish Government should provide 
capital funding to allow district heating to compete against gas in existing buildings. 

  Phase out gas in new builds: The Scottish Government should follow the UK 
Government lead and implement this as soon as possible through Scottish building 
regulations.  

 Create a level playing field for heat networks. The aim should be to ensure that 
measures like, business rates, way leaves/access rights and permitted development 
rights for heat networks need to be applied consistently and in line with other 
comparable infrastructure.  

 Planning review:  Along with permitted development for heat networks planning 
authorities should be required to use planning obligations to establish  connections 
to DHN networks for suitable new developments located within LHEES DHN zones.  

 Stronger statutory duties on LHEES.  LHEES should be under a duty not only to 
identify heat zones but to take action to seek partnerships to deliver heat networks in 
those zones. 
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Whilst all of the above are necessary they are not in themselves sufficient.   Vattenfall 

believes that, in addition to the zoning approach LHEES, there is a strong case for 

government, in Scotland and across the UK, to establish national infrastructure support 

frameworks for heat networks similar to those that exist for major transportation projects 

that can provide support to local authorities and project developers seeking to develop heat 

networks properly. 

Much of the above raises questions about how heat decarbonisation can be funded.   The 

energy industry has been at the forefront of efforts to meet decarbonisation targets and we 

have made good progress.   The cost has been shared across the industry, government 

and consumers – some of that cost finding its way into energy bills.   Vattenfall is of the 

view that there is a need for the building industry and managers of large scale property 

portfolios to participate in the discussion  and to make a contribution both to the 

development of policy around heat networks but also to the conversation about how the 

cost can be share more broadly.   It is our belief that this more broad based and 

collaborative approach will pay early dividends in terms the rapid expansion of heat 

networks and better progress towards a reinforced heat decarbonisation target. 


