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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

HEAT NETWORKS (SCOTLAND) BILL 

SUBMISSION FROM           SGN COMMERCIAL SERVICES 

Heat Networks (Scotland) Bill 

1. Which part of the Heat Networks Bill is of most relevance to you or your 
organisation, why, and what do you consider its impact will be? 

 
SGN Commercial Services, the non-regulated arm of SGN, has plans to be a participant in 
the heat network market and as such we have an interest in the proposals contained within 
the bill. As the incumbent gas distribution network in Scotland and provider of gas for the 
purposes of heating to both domestic and commercial premises, SGN also has an interest 
in the development of heat networks and the proposed bill being considered.   
 
There are several parts of the Bill which we feel are relevant to our organisation. 
Specifically, Parts 1, 2, 3, 4 and 6 are of particular interest and we welcome a bill that 
balances consumer protection with the need to facilitate investment and support the de-
carbonisation of heat. 
  

 Part 1 (Heat Network License): Is of importance as we would not be able to supply 
thermal energy without a Heat Network License. 
 

 Part 2 (Heat Network Consent): This will specifically impact on project delivery as an 
application will be required to construct and operate a new network, or extend an 
existing network. The consent process may impact our development strategy and 
restrict us from developing heat networks on our existing land bank. 

 

 Part 3 and 4 (Heat Network Zone and Heat Network Permits): Heat Network Zones 
may either negatively impact our planned developments in newly-designated Heat 
Network Zones, or they could provide us with an opportunity to develop heat 
networks in areas we previously had not considered. 

 

 Part 6 (Powers of licence holders): This has relevance to us being a potential heat 
network developer, as well as being a land owner in Scotland. We anticipate 
improving developer rights should help accelerate projects, assuming they are 
applied carefully. 

 
2. Are you content with the definition of heat networks used in section 1 of the 

Bill? (If not, please elaborate.) 
 
We have suggested some amendments to the definition of heat networks used in section 1, 
which are listed below: 
 
 

 Part 1 section 3: “A communal heating system is a system by which thermal energy 
is distributed from one or more sources of production to one building comprising 
more than one building unit.”  
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We believe this should be clarified to say „is distributed from one or more central energy 
sources”, as individual boilers in a block of flats could be interpreted as a heat network 
 

 Part 1 section 4: “For the purposes of subsection (2) or (3), where the main purpose 
of a source of production is to provide thermal energy to a district heat network or (as 
the case may be) a communal heating system, the source of production forms part of 
the district heat network or (as the case may be) the communal heating system”.  

 
We believe the sources of heat production should be considered separately from the rest of 
the heat network. This will allow points of separation for O&M and PipeCo infrastructure 
models. 

 
 

 Part 1 section 5: In this Act, “thermal energy” means heating, cooling or hot water. 
 
We believe this would be better described as “the distribution of thermal energy in the form 
of steam, hot water, or chilled liquids from a central source”.  

 
 

 Part 1 section 7:  The Scottish Ministers may by regulations— 
(a) modify the meaning in this section of “heat network”, “district heat network” or 

“communal heating system”, 
 

(b) further define the meaning of any of those terms 
 
We believe modifying the meaning of heat networks may lead to confusion for end users, 
investors and installers. However, we do accept the meaning may change as the industry 
evolves and new solutions are introduced. If this occurs, we believe key parties should be 
consulted to ensure the impact of the change is clearly understood by all. Any change 
should not be retrospectively applied.  
 
3. Previous consultations have identified different priorities for this legislation – 

including transition to low-carbon or renewable energy, tackling fuel poverty, 
and ensuring consumer protection. To what extent do you think such priorities 
are reflected – and balanced – in the Heat Networks (Scotland) Bill? 

 
We believe the bill should help protect customers connected to existing or future heat 
networks and make it easier to roll them out in suitable areas. While the bill mentions that 
Scottish ministers will consider how proposed heat networks will contribute towards 
decarbonisation targets and a reduction in fuel poverty, it isn‟t clear what the process would 
be to determine this.  
 
We think it‟s important these decisions are taken within the wider heat policy context of 
where heat networks provide the most appropriate long term solution to deliver affordable, 
decarbonised heating to customers. Comparisons should compare projected future costs of 
low or zero carbon heat networks with those of other decarbonised heating solutions like 
hydrogen. Comparisons with today‟s higher carbon heating technologies would not reflect 
the need to decarbonise all heating systems in Scotland in line with net zero by 2045.   
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There is existing legislation in place to cover the environmental impact of the transition to 
low-carbon or renewable energy under the Climate Change (Emissions Reduction Targets) 
Act 2019. Consumers are protected under the Consumer Rights Act 2015 and The Heat 
Networks (Metering and Billings) Regulations 2014.  
 
These pieces of legislation set the standard to support the decision-making process 
managed by Part 2 of the SP64 bill under Heat Network Consent. The consent review 
criteria make provision for fuel poverty before it is issued by the Scottish Ministers based on 
the following criteria: 
 

 would contribute to a reduction in greenhouse gas emissions, and the timescales in 
which it does this;  
 

 would contribute to a reduction in fuel poverty;  
 

 could have sufficient storage capacity to deal with supply issues and to be able to 
work with the wider energy system;  

 

 is discouraged from holding of a right to develop with no intention to act upon it 
through potential requirements to commence and complete construction by a specific 
date; and  

 

 would use sources of local waste heat.  
 
It is not clear whether there is a weighting or scoring system associated to these points or if 
they comply with every part. It is assumed each project will validate the areas it can 
influence or deliver.  
 
Could you please clarify whether your intention is to use the existing legislation in place to 
cover some of these elements, such as the environmental impact of the transition to low-
carbon or renewable energy under the Climate Change (Emissions Reduction Targets) Act 
2019, or are you planning to create a new standard.  

 
4. What are your views on the licensing regime as envisaged by the Bill? 
 
We believe there is a need for a transparent and independent regime to support the 
licencing process. We believe it is critical that an independent body controls and 
administers the licensing process to support transparency.  It is also important that there is 
a published set of clear criteria and associated descriptions/requirements for interested 
parties to review. This should include both financial and non-financial criteria. 
 
We think it would be beneficial for the Licensing Authority to recognise the value of similar 
pipeline experience in the evaluation criteria, instead of just heat network experience, when 
granting licenses. This should encourage a wider range of competent parties to enter the 
market and promote innovation and better value outcomes for customers.  
 
We also believe that the costs associated with the licensing regime will be an issue if borne 
by developers. It is highly likely that developers will seek to recover these costs by passing 
them onto the consumer by increasing billing charges, which may have a negative impact 
on consumer uptake. 
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Instead, we believe reducing the overall costs for developers by providing grants, loans or 
RHI payments will help to stimulate new market growth.  
 
5. What is your opinion of the approach taken with Heat Network Zones (see parts 

3 and 4 of the Bill)? 
 
We believe that introducing Heat Network Zones should increase the number of heat 
networks being developed across all of Scotland, instead of just certain areas. Although 
they may eventually help grow the market, we feel it is likely to be an extensive, time-
consuming process for local authorities.  
 
Local authorities will be required to gather data on the nature and extent of existing 
infrastructure in the area, as well as processes, producers, consumers and generators of 
thermal energy. They will also have to consult “such persons and in such manner as the 
Scottish Ministers may specify by regulations” before deciding whether to designate an area 
as a Heat Network Zone. We feel that certain local authorities may not have the technical 
bandwidth or capacity to carry out this work, meaning they may have to obtain third party 
support at an additional cost. Repeating the process every 5 years is also likely to have 
financial and resource implications for local authorities. 
 
“Local authorities who may not possess the capacity and resources to undertake heat 
network zoning at that time are not obliged to do so”. We believe having a consistent, single 
point process would be a more suitable approach. Due to their local knowledge and 
expertise, we feel it would be advantageous for local authorities to designate Heat Network 
Zones. 
 
We also feel that development may be curtailed as a Heat Network Zone permit does not 
last in perpetuity. To help development across Scotland, we believe Heat Network Zone 
permits should be perpetual to give developers a greater level of assurance.  
 
It is our belief that Heat Network Zones will be most effective if all parties are provided with 
clear, concise information which is updated regularly.  

 

6. How will the Bill impact on local authorities? (In terms both of the assessment 
of the suitability of their own buildings and also the power to designate heat 
network zones) 

 
We feel this is a positive approach as developers will have greater information available, 
allowing them to make better decisions. However, we do believe the Bill will have a 
considerable impact on local authorities.  
 
Placing the duty on public sector building owners to assess the viability of their buildings 
and to designate heat network zones are likely to be extensive tasks. Some local authorities 
may have to purchase additional data and mapping software to identify heat network zones. 
It is possible that local authorities may need to recruit extra resources, which have suitable 
local and technical expertise, to support the additional workload commitment.  
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We also anticipate that local authorities will need to implement new communication and 
billing processes for third party submissions, and to track license/consent/permit status. A 
governance process will also be required to check timely data submission under section 52 
and to manage any compliance issues associated with non-delivery.  
 
We also believe it is crucial that, as part of this process, local authorities are provided with 
all the information on all the potential options to decarbonise heating to ensure the 
designation of zones aligns with the Scottish Government‟s approach to decarbonise 
heating across Scotland to net zero by 2045. If not there is a risk that areas suitable for 
heat networks are not designated, and others where a local authority may have more 
capacity, are designated incorrectly.  
 
7. Part 6 of the Bill confers powers for the compulsory acquisition of land and 

wayleave rights; to survey land for the purpose of construction or operating a 
heat network, and to access land in order to carry out repairs. What do you 
think of the extent of the powers in the Bill for licensed heat network operators 
(similar, in some respects, to those of utility companies)? Has a balance been 
struck with the rights of others (property rights for example)? If not, what would 
that balance be? 

 
The powers under Part 6 are fully comprehensive and should improve the rights of heat 
network operators, helping to accelerate projects and grow the market. However, we 
believe this may come at a cost of damaging relationships with land owners and the public. 
To ensure stakeholder buy-in for heat networks, we feel alternative methods should be fully 
explored before compulsory action is taken.  
 
Careful consideration should be given to the type of person or entity that is being engaged 
with. For example, some individuals may not have access to appropriate legal support to 
allow them to respond in a timely manner, therefore some tolerance should be applied in 
these circumstances. We believe that having a balanced view on each party‟s needs is 
likely to be the best solution. 
 
8. Please feel free to provide your views on any other aspects of the Bill or the 

policy aims underpinning it if not covered above. 
 
The decarbonisation of heating in Scotland will require a range of site-specific solutions 
including heat networks. Given the evidence building process for wider policy decisions on 
how to decarbonise heating will continue until around 2024, it is crucial this bill, and the 
powers within it, focus on getting heat networks rolled out in areas where there is the 
evidence they are the most appropriate long term low or zero carbon solution.  
 


