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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

HEAT NETWORKS (SCOTLAND) BILL 

SUBMISSION FROM         Vattenfall 

Heat Networks (Scotland) Bill 

 
Introduction 
 
Vattenfall is pleased to submit the below response to the Scottish Parliament‟s call 
for views on the Heat Networks (Scotland) Bill 
 
Vattenfall is the largest operator of district heating networks in western Europe, 
providing the infrastructure for low-carbon heat to 1.7 million households across 
Sweden, Germany, and the Netherlands. We have been delighted to have been 
engaged with the Scottish Government in the lead up to the publication of the 
legislation which we warmly welcome and look forward to further engagement as it 
goes through its parliamentary stages into law 
 
Heat networks are essential to decarbonising heating in domestic and commercial 
properties, and to meeting the UK‟s target of net zero emissions by 2050. They 
supply heat from a central low or zero carbon energy source, such as waste heat or 
local generation, to homes or businesses through a network of underground pipes. 
This means there is no need for individual boilers or electric heaters in every 
building. 
 
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?  
 
Given our role as a major heat network developer and operator the Bill in its entirety 
is relevant to Vattenfall. We strongly believe that in order for heat networks sector to 
develop at pace and to make the contribution of which they are capable in meeting 
net zero targets, the investment environment needs to be de-risked by creating a 
supportive policy framework, This will include creating demand assurance along with 
a strengthened approach to zoning and better statutory undertaker rights. We are 
encouraged that the Government has many of these measures in their sights within 
the context of this Bill. 
 
Specifically, policy support is required in the following areas:  
  

 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 parts of the energy system.  

 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.  



EEFW/S5/20/HN/21 

2 

 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.  

 
There is a need to ensure that the costs of low carbon heat networks are countered 
by policies which are supportive of investment. In general, district heating networks 
are suffering from a lack of a level playing field compared to other utilities and 
especially the existing gas infrastructure. Removing the current tax on district heating 
networks would be the first necessary step to make a heat transition happen.  
 
Ideally, regulation should promote stronger synergies between electricity and heat 
and ensure a level playing field. High efficiency district heating based on renewables, 
Combined Heat and Power (CHP) plants, "electricity to district heating" concepts 
using increasing excess power from renewable energies, and “excess heat” offer 
substantial renewables-based, carbon-neutral heating in urban areas. Particularly 
"electricity to district heat" opens the possibility of cross-sectoral integration of 
renewables and thus to make the energy system more efficient and sustainable by 
integrating electricity from wind to the heating sector. Any support for district heating 
and cooling systems should be directed to make both direct use of renewables 
(biomass, geothermal, solar-thermal) and of electricity from e.g. windfarms for 
power-to-heat (PtH) or power-to-gas (PtG) application  
 
Other specific measures might include:  
 

 Designing heat networks to future proof them for a wide range of low carbon 
heat sources, for example using low flow temperatures and large thermal 
stores.  

 Ensuring that the counterfactual reflects decarbonisation costs. Current 
benchmark is against gas, the continuing use of which will not meet carbon 
targets.  

 Facilitating collaboration across industry and government to drive cost 
reduction in heat networks through innovation and quality standards.  

 Providing a sensible business rates regime for heat networks, with no, or failing 
that low and predictable, rates.  

 
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.  
 
Heat decarbonisation has not benefitted from the same long term regulatory or 
financial support mechanism interventions which have been applied to power 
generation. The move towards renewable heat has been largely industry and 
consumer driven but we do not believe that this will be sufficient to drive the required 
investment to deliver low cost, low carbon heat. It is our strong view that heat 
networks, efficient district heating networks in particular, can considerably save 
conventional energy and provide substantial shares of renewable based heat.  
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A consistent and long-term regulatory framework for district heating could enable this 
potential to be unlocked within manageable timeframes. The underpinning regulatory 
framework should support district heating based on low carbon heat sources. As 
noted, there is a distinct need to decarbonise heat supplies to achieve climate 
change targets. The main purpose of heat networks is to support that aim, which can 
only be achieved if the heat sources supplying the networks are low carbon.  
  
2. Are you content with the definition of heat networks used in section 1 of 
the Bill? (If not, please elaborate.)  
  
Vattenfall is, in general, in agreement with the definition of heat networks set out in 
section 1 of the Bill. We are keen to make it clear however that even within this 
broad definition heat networks will be build according to different designs and employ 
a mix of different technologies. For example, increasingly, going forward, systems 
with shared group loops including heat pumps will become part of low carbon 
heat networks.   The definition of a heat network should therefore be sufficiently 
flexible to accommodate this, which the proposed approach fails to do.  
  
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?  
  
Vattenfall agrees with the key priorities as identified above. Consumer confidence, 
inspired by enhanced consumer rights, will be key to the accelerated and increased 
role out of heat networks. We understand that the Scottish Parliament has limited 
powers to legislate in this area but would still argue that the principles of consumer 
rights should underpin the regulatory framework. We urge the Scottish Government 
to continue working alongside the UK Government on bringing forward some specific 
measures. 
 
Similarly, the transition to low and zero carbon must be at the heart of the new 
legislation so that it favours schemes which have low and zero carbon solutions 
written into them. It is arguably one area where some of the provisions of the 
proposed legislation might be strengthened.  
  
4. What are your views on the licensing regime as envisaged by the Bill?  
  
Vattenfall welcomes the fact that the Bill introduces a requirement 
for all heat networks operators in Scotland to hold a Heat Networks license. We 
support the intention to ensure that „market participants are solvent, competent, fit 
and proper and provide their essential service in line with conditions set by a 
Licensing Authority, with ongoing monitoring and enforcement where necessary‟.  
  
There are a number of outstanding issues however which require further clarification, 
for example:  
  

 It is not clear if the requirement for a license will apply to both existing and new 
heat networks?  
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 It would be helpful to have more information about where technical standards 
will fit in the licensing regime  

 We would like to seek clarity on what the circumstances or criteria will be under 
which a licence may be withdrawn (Section 11.2 (b)) as again this is not clear, 
introducing an element of risk  

 For how long will a licence apply and what will be the process for reviewing an 
existing licence?  

 
5. What is your opinion of the approach taken with Heat Network Zones (see 
parts 3 and 4 of the Bill)?  
 
Vattenfall‟s view is that although strong, there are some potential ways to strengthen 
the heat network assessment process (section 38) by bringing forward the time by 
which local authorities are required to produce these, requiring them to align the 
assessment with their Local Development Plan and giving Ministers the power to 
issue guidance to ensure a common approach across Scotland.  
 
Interactions between a review of a heat network zone assessment and any zone 
permits that have been issued (should the boundaries change, for example). For 
zone permits, again one of the outstanding issues will be duration: – they need to be 
long enough to enable investment costs to be recouped. It is also not clear whether 
an extension to an existing heat networks within a zone will require a permit, 
and how that will work with a change of ownership of the network. 
 
A mechanism to ensure that local authorities tender for their zone permits as part of 
a process to secure a delivery partner for a zone (such as the recent Midlothian 
tender approach) should be explored. A zone permit will not, in our view, on its own, 
lead to the development of heat networks as the local authority will need to be 
involved in delivery (to help secure loads, access to infrastructure and data etc).  
  
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? 
 
It is arguably for Local Authorities themselves properly to assess the impact of the 
Bill on their organisations. We recognise that there may be a resource implication. 
The development of heat networks requires specific expertise and arguably 
dedicated resource. Vattenfall is keen to work in partnership with Local Authorities to 
help bridge this resource gap. We can bring our expertise into these partnerships in 
a number of areas for example: 
 

 Providing high level strategic support and guidance on building suitability 

 Developing frameworks for data gathering  

 Breaking the problem of building design into manageable chunks and 
identifying barriers and solutions 

 Interpretation of heat maps along with strategic analysis 

 Evaluation of heat sources and providing feasibility studies 

 Providing strategic guidance on area strategies, matching heat sources with 
demand/load. 
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In working in partnership with private sector organisations Local Authorities can 
harness the expertise and resource required to meet the additional statutory duties 
imposed by the legislation.  
 
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?  
 
We agree with the statutory undertaker rights proposed in the bill and have made the 
case consistently for such rights over time. We consider the Bill to be striking more 
or less the right balance in this respect. In particular we welcome inclusion of the 
network wayleave which may help to address demand risk (described in the 
introduction to this submission). 
 
There are some limitations however which we would like to see addressed. For 
example, it is difficult to see how the envisaged powers will help in securing 
connection to anchor loads. It is Vattenfall‟s view that this needs to be addressed in 
line with the policy memorandum which makes it clear that securing „anchor‟ loads at 
the outset of a new scheme will be a key factor in facilitating new schemes. The 
proposed right will not in our view help in such circumstances. Necessary wayleave 
will only be relevant to connections to existing buildings, as building regulations will 
drive assessment of heat network suitability in new build situations. This needs to be 
addressed.  
 
We have some reservations about the inclusion of compensation under section 63. 
As it stands this allows a landowner to apply for compensation where a necessary 
wayleave „disturbs a person‟s enjoyment of the land or a thing situated on the land.‟ 
We believe that this could impose additional layers of cost which would offset some 
of the de-risking benefits. We believe this section will benefit from an amendment 
specifying exactly what will be compensated for (e.g. costs of the connection) and 
also to ensure that the landowner pays a proportion (e.g. up to 90% of the cost of the 
connection) on the basis that unlike for other utilities for heat networks the landowner 
would directly benefit from a heat supply to their building.  
  
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.  
 
Vattenfall strongly welcomes the introduction of the Heat Networks Bill and looks 
forward to engaging with key political influencers during its passage through 
Parliament and its coming into force. Whilst we believe that the Bill as currently 
drafted makes significant leaps forward in establishing the right regulatory framework 
for heat networks there are three key areas in which we believe it could and should 
be strengthened. These are: 
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1.  Obligation to connect (necessary wayleave power) 
 
The proposed measure (section 63) will help in situations where pipe runs are a 
barrier in negotiations to connect new buildings but will not address demand risk 
where a building declines an offer, particularly where it is an anchor load. For this, a 
more binding agreement such as a servitude may be required, and some element of 
public funding; the proposed method of compensation will likely need amending as 
well. Given the limitations, we suggest exploring alternative approaches but, in any 
case, the reasoning behind softening the obligation to connect is likely to be tested at 
the committee stage of the Bill. 
 
2.  Zone Permits 
 
This is the mechanism through which exclusivity is conferred on a zone, but the Bill 
leaves significant risk that local authorities do not issue these in a timely fashion. 
Whilst heat network assessments might take place, and zones be identified, local 
authorities may stop there and fail to issue a permit. Without this, a key measure to 
de-risk investment in the sector is lost. Section 39 could be strengthened in this 
regard, for example requiring local authorities to clearly state whether they intend to 
issue zone permits; if not, to explain why and to publish alongside the zone 
assessment a plan for commercialising the opportunities therein. 
 
3.  Heat Network Zones 
 
Although strong, there are some potential ways to strengthen the heat network 
assessment process (section 38) by bringing forward the time by which local 
authorities are required to produce these, requiring them to align the assessment 
with their Local Development Plan and giving Ministers the power to issue guidance 
to ensure a common approach across Scotland. 


