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HEAT NETWORKS (SCOTLAND) BILL: ADDITIONAL BRIEFING TO COMMITTEE 
 
Purpose 
 
1. As part of the scrutiny of primary legislation within the Scottish Parliament, Scottish 

Government officials who have supported the development of a Bill are asked to 
provide informal briefing to the lead Committee, prior to evidence being provided by 
stakeholders and the Lead Minister during Stage 1. 
 

2. This document provides additional written briefing on the Heat Networks (Scotland) Bill  
as requested by the Economy, Energy and Fair Work (EEFW) Committee at an 
briefing that officials provided in private to on 15 June. 

 
Requested information 
 
3. The following written briefing is provided upon the request of the Economy, Energy 

and Fair Work (EEFW) Committee: 
 

 Statistical information on current heat networks in Scotland (Annex A); 

 Additional information on funding structures for heat networks (Annex B);  

 Appeal rights for revoking license (Annex C);  

 Case studies to demonstrate how the regulatory framework will work in practice 
(Annex D);  

 Slide pack used during the informal briefing (Annex E – attached separately).  
 

 
 
  



ANNEX A: HEAT NETWORK STATISTICS 
 
Background 
 
1. This Annex provides members of the Economy, Energy and Fair Work Committee with 

statistics on existing heat networks in Scotland, further to those discussed during the 
private evidence session with Scottish Government officials on 15 June 2020. 

 
2. The statistics are taken from the data collection carried out by OPSS and are derived 

from responses received from heat network operators under their duties under the 
Heat Networks (Metering and Billing) Regulations1.   Due to data collection issues the 
statistics are experimental and represent networks reported up to January 2019.  They 
have also not yet been published publically. They do, however, represent the best 
available evidence on the current state of heat networks in Scotland, in lieu of 
regulation of the market. 

 
Summary of Key Findings 
 
3. The article finds that: 
 

 There are 1080 heat networks in Scotland, 674 (62.4%) of which are „communal‟ 
and 406 (37.6%) of which are „district‟ schemes; 

 

 These 1080 networks combine to serve: 
 
o 32,518 final customers (comprised of 29,647 domestic customers and 

2,871 non-domestic customers); and 
 

o 15,302 different buildings (comprised of 14,416 homes and 886 non-
domestic buildings). 

 

 Therefore, Scotland‟s heat networks currently serve an average of: 
 
o 30 final customers (of which, 27 are domestic customers and 3 are non-

domestic customers); and 
 

o 14 buildings (of which, 13 are homes and 1 is a non-domestic building). 
 

 However, there is a wide variance: the largest network in Scotland serves 1,779 
customers (all of which are domestic), while the second-largest serves 1,202 
customers (1,078 of which are domestic). 

 

 All but one of Scotland‟s local authorities contain at least one heat network – the 
Orkney Islands is the lone exception. 

                                            
1
 The Heat Network (Metering and Billing) Regulations 20141 came into force on 18th December 2014. The legislation 

implements the requirements set out in the 2012 Energy Efficiency Directive Article 9 (1)2 . The regulations require heat 
network suppliers to submit a notification once operational and at four yearly intervals to provide information on the status and 
performance of network(s) managed. 



ANNEX B: ADDITIONAL INFORMATION ON FUNDING MECHANISMS FOR 
HEAT NETWORKS 
 
1. There are multiple ways in which the heat network projects can be funded. The most 
common way to obtain funding in Scotland is to obtain support from the Government in form 
of a loan or a grant. Heat networks using low carbon technology have high capital costs and 
typically cannot operate on a commercial basis without government support. In addition to 
capital support for construction, revenue support as is currently provided by the Renewable 
Heat Incentive is required to ensure schemes can operate sustainably and cover 
maintenance costs. The current low price of natural gas makes the financial case for the 
supply of low carbon heat very challenging. 
 
2. Different public sector organisations can also access funding from specialised funds 
such as Scottish Funding Council which offers the University Carbon Reduction Fund. This 
Fund recently supported development of a gas powered heat network at University of 
Strathclyde, while this does provide some carbon savings when compared with traditional 
gas fired boilers it cannot be considered as a renewable scheme. It should also be noted 
that commercial case for this scheme has been more positive due to the low price of gas and 
the savings from producing/selling their own electricity. A heat network utilising gas CHP is 
not financially comparable with any renewable option. 
 
3. Support available from the Scottish Government includes the District Heating Loan 
Fund which provides loans for both low carbon and renewable energy technologies to help 
organisations implement district heating projects that benefit local communities. Loans up to 
£500K are available as low interest unsecured loans, with repayment terms of either 10 or 
15 years. Loan terms for larger projects (over £500K) will be considered on a case by case 
basis.  
 
4.  A typical interest rate of 3.5 per cent applies for low risk projects (dependent upon 
credit status).  The scheme is open to local authorities, registered social landlords, small and 
medium sized enterprises and energy services companies [ESCOs] with less than 250 
employees. Since 2011, we have offered over £15 million to 50 different projects across 
Scotland. 
 
5. Our Low Carbon Infrastructure Transition Programme (LCITP) can also support the 
development of investment grade business cases to help projects secure public and private 
capital finance. The LCITP can  also offer financial support through open funding calls, these 
are dependent on market demand and budget availability 
 
6. There is also financial support from schemes such as the Energy Investment Fund 
(„EIF‟). This is a Scottish Government Fund managed and delivered by the Scottish 
Investment Bank. It builds on the success of the Renewable Energy Investment Fund, 
providing commercial investment for renewable and low carbon energy solutions. 
 
7. EIF will provide flexible investment and debt funding for energy projects in Scotland 
that will facilitate, catalyse and accelerate Scotland‟s transition to a low carbon economy. 
Undertaking a District Heating Scheme is a big investment and will likely require several 
funding streams, large scale purchasing of equipment and a robust business model.  

  



ANNEX C: APPEALS RIGHTS FOR REVOKING LICENSE 
 
1. During the informal briefing session with the Committee it was noted that the section 
11 of the Heat Networks (Scotland) Bill provides for revocation of heat networks licence, 
however no provision was made for the appeal from this decision.  
 
2. Section 11 sets out the circumstances in which a licence may be revoked by the 
licensing authority.  It is considered that as the regulating body for heat networks it should be 
the licencing authority who takes this decision and that this would not be referred to another 
authority or body, provided of course that the licensing authority is acting lawfully. If the 
decision is unlawful it can be challenged in the courts.  If the decision is lawful then an 
appeal would have to be to a body/person who ultimately has greater authority that the 
licencing authority itself. The Bill, as introduced, in section 4 specifies that the “licensing 
authority” is Scottish Ministers unless they designate another person/body for this purpose.   
Section 11 does not include an appeal mechanism but it does, in subsections (4) and (5), 
provide a procedure by which the licence holder can make representations to the licensing 
authority in respect of a proposal to revoke the licence and to do so before the licence is 
revoked. 

 
3. Paragraphs 30 to 35 of the Policy Memorandum2 sets out the rationale for vesting the 
role of the Licensing Authority in Scottish Ministers in the short-term, specifically to future 
proof the Bill ahead of the introduction of UK legislation, with a long-term regulator for 
Scotland to be determined once UK decisions on further devolution of consumer protection, 

in relation to heat networks, and the future role of Ofgem in this regard is known.    

                                            
2
 Policy Memorandum - 

https://www.parliament.scot/S5_Bills/Heat%20Networks%20(Scotland)%20Bill/SPBILL64PMS052020
.pdf 

https://www.parliament.scot/S5_Bills/Heat%20Networks%20(Scotland)%20Bill/SPBILL64PMS052020.pdf
https://www.parliament.scot/S5_Bills/Heat%20Networks%20(Scotland)%20Bill/SPBILL64PMS052020.pdf


ANNEX D: FURTHER DETAIL ON THE REGULATORY FRAMEWORK 
 
1. This Annex provides: 

 

 A flow chart demonstrating how the regulatory framework would work in practice; 
and 

 

 Three case studies which demonstrate how different types of heat networks 
would be affected by the provisions in the Bill.  These case studies are: 
 
o an existing heat network; 
o a new heat network obtaining a Heat Network Permit; and 
o a new heat network not obtaining a Heat Network Permit. 

 
2. For context, heat networks generally proceed through three development phases: 

Design & Planning; Construction & Commissioning; and Operation.  These phases are 
noted in the following diagrams under the following colours:  

 
3. Definitions of the regulatory elements:  

 
 Heat Network Licence – will be required from an organisation or a company that 

wishes to operate a heat network in Scotland unless exempted under section 3. 
It will:  

o be awarded per organization or a company by the licensing authority 
(covering all of the sites that the organisation or a company operates in 
Scotland);  

o set out conditions that all heat network operators must adhere to in order to 
supply thermal energy to domestic and non-domestic consumers;  

o provide additional rights and powers as outlined in part 6 of the HN Bill; 
o be possible to be modified by either licence holder or by the licensing 

authority;  
o be possible to be revoked if a licence holder no longer has the ability to 

perform the activities authorised by the licence, or has failed to comply with a 
condition of the licence;  

o be recorded in a register of heat network licenses. 
 

 Heat Network Consent – will be required from a person wishing to construct or 
operate a new heat network or to construct an extension to an existing heat network 
under section 17 unless exempted under section 18. It will:  

o Be awarded per site (project) by the Scottish Ministers;  
o Be enforced by the enforcement authority that is Scottish Ministers or a 

designated body;  
o Set out conditions or limitations that a person must adhere to in order to 

construct or operate a new heat network or construct an extension of an 
existing heat network;  

o Be possible to transfer a heat network consent to another person with 
agreement of the Scottish Ministers;  

o Require the creation of a key network assets list and agreement of a transfer 
scheme in an event that the person no longer has the ability to construct or 
operate a heat network scheme.  

 Design & Planning 
 Construction and Commissioning 
 Operation  



 

 Heat Network Zone – is an area designated by the local authority or the Scottish 
Ministers that is particularly suitable for the construction and operation of a heat 
network in accordance with sections 39 and 40 of the Bill. It will:  

o Have to be identified on the map;  
o Be published by the local authority or the Scottish Ministers;  

 Heat Network Permit – is a special type of permission which will allow only one 
company that wins in an open competition to operate a heat network in a specified, 
by the permit authority, heat network zone. It will:  

o Time limited;  
o Awarded on the basis of open competition;  
o Awarded by the permit authority that is Scottish Ministers or an organisation 

designated by the Scottish Ministers.  
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Case Study 1: Existing heat networks 

 
 
 
 
 

 
 HN Licence or exemptions are required from an 

organisation, 

 Licensing Authority responsible for issuing the licences and 
exemption,  

 Licensing Authority responsible for monitoring and reporting 
on the state of the market. 

  

Organisations wanting to operate a heat network will be 
required to apply for 

HN Licence (section 2) 
or apply for HN Licence exemption 

(where applicable) (section 3) 
 

EXAMPLE 1:  

 Existing company A operating a 
large scheme in a dense urban area 

is required to obtain HN Licence 
following commencement of Heat 

Networks (Scotland) Bill.  

  Company A fills in an application 
and sends it to the Licensing 

Authority.  

 Licensing Authority grants a licence 
following the review of the 

application.  

HN Licence requirement 
(section 2) 

 

 HN Licence required for any 
company that will operate 
the heat network;  

 Consumer Protection 
measures from UK 
Government will apply. 

 Requirement to comply with 
standard conditions – 
section (6 and 7) and special 
conditions – section (8) 
including TECHNICAL 
STANDARDS for 
extensions of HN schemes 

 Additional rights and powers 
under sections (57-68) 
granted 

 Administration fee applicable 
– section (77) 

HN Licence 
exemption granted 
(section 3) 

 
 Consumer 

Protection 
measures from UK 
Government could 
apply. 

 Administration fee 
applicable – 
section (77) 

 Subject to 
monitoring and 
reporting to the 
Licensing Authority 

 

EXAMPLE 2:  

 Existing company B is operating a 
heat network in small rural town and 

is managed by the community 
group. 

 Regulations made under section (3) 
of the Bill provided for schemes of 

certain size to be exempted. 

 Company B is applying for an 
exemption from HN Licence.  

 Licensing Authority reviews the 
case and  grants a HN licence 

exemption, however it attaches a 
condition that exemption will only be 

maintained if level of consumer 
complaints about the scheme is 

below a certain level.  



Case Study 2: Development of new heat network without Heat Network Permit 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

EXAMPLE:  

 Argyle and Bute Council did not 
designate Oban as a HN Zone.  

 However, after undertaking 
feasibility study, local community 

group and a private company (who 
is a HN Licence holder) decided 

that heat network would be a 
suitable solution for one of the 

housing districts next to industrial 
estate and are seeking to progress 

with the project. 

 Local community and private 
company create Energy Services 

Company A.  

 Company A applies for HN 
Consent.  

In an area where a HN Zone was 
identified, but does not require a HN 
Permit or where there is no heat 
network zone organisations can still 
develop a heat network provided 
that they receive a HN Consent.  

EXAMPLE:  

 As part of the application for HN Consent, 
company A is required to prepare a list of 

all assets that will be part of the heat 
network to create schedule of heat network 

assets. 

 When assessing application for HN 
Consent, the SM find that there is a 

potential to connect fuel poor households 
near planned project.  

 As a condition to HN Consent being 
granted, SM requests a further feasibility of 

connecting the fuel poor households.  

 Following additional feasibility study, 
potential for further connections is 

identified.  

  HN Consent is granted for both 
construction and operation (subject to HN 

licence being granted).   

HEAT NETWORK LICENCE requirement (section 2) 
 HN Licence required for any company that will operate the heat 

network;  

 Licensing Authority responsible for issuing the licences, monitoring 
and reporting on the state of the market. 

 Consumer Protection measures from UK Government will apply. 

 Requirement to comply with standard conditions – section (6 and 
7) and special conditions – section (8) including TECHNICAL 
STANDARDS for new HN schemes 

 Additional rights and powers under sections (57-68) granted 

 Administration fee applicable – section (77) 

EXAMPLE:  

 Private company which invested 
with local community group to 
create Company A and will be 

responsible for operation on HN 
Scheme is HN Licence holder. 

HEAT NETWORK CONSENT 

 
 Site specific (with possible exemptions for certain categories) 

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

 Handled by Scottish Ministers or designated party – section 
(28) 

 Administration fee applicable – section (77) 

 Possibility for separate consent for construction and operation 

 Representations can be made during the consideration 
process. 

 Heat Network needs to be constructed to set of Technical 
Standards 

Preparation of SCHEDULE OF HEAT NETWORK 
ASSETS – section (66) 
 

 As part of HN Consent Application the information about key 
heat network must be provided; 

 Following that the SCHEDULE OF HEAT NETWORK 
ASSETS will be provided and relevant parties notified about 
inclusion of the assets on the scheme. 

 
HN CONSENT for construction granted – section (20) 

 The SG can attach conditions; 

 Subject to completion of construction, the operation Consent 
will be granted (as part of the same application) 
 

HN CONSENT for operation granted – section (20) 

 The SG can attach certain conditions 

 Granting the HN Consent subject to agreement of the 
Transfer Scheme – section (74) which will specify 
arrangements in an event of an operator ceasing an operation 
of a heat network.  



Case Study 3: Development of new heat network with Heat Network Permit 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

EXAMPLE:  
Area in Falkirk designated as 

 a HN Zone that requires HN Permit. 

 

Heat network zone designated 
under powers from section (37) by 
either LA or SM.   

Permit authority (SM or other designated party) issues 
a notice that a specifies a heat network zone which will 
require heat network permit – section (47) 

EXAMPLE:  

 Permit authority opens the competition for a HN 
Permit in Falkirk HN Zone. 

 Company A (private company), B (PPP – 
Falkirk Council & private company); C (private 

company) applies for HN Permit. 

 Application for HN Permit includes sections of 
application for HN Consent and requires at 

least one party in the bid to hold HN 
Licence.    

 Assessment of applications for HN Permit 
based on the process specified by regulations 

(section 48).  

HEAT NETWORK PERMIT competition –  
section (48) 

 
 Open competition for a permission to be a sole 

party to construct and operate a heat network 
within a HN ZONE; 

 Application for HN Consent as part of the bid 
to receive HN Permit.  

 Time-limited & awarded by the Permit Authority 

 Representations can be made during the 
selection process. 

HEAT NETWORK PERMIT Award 

 
 Permit authority can attach conditions to the award 

and will be responsible for monitoring and reporting 
to ensure compliance with conditions. 

 
 

EXAMPLE:  

 Permit authority grants a HN Permit to 
company C as their bid met all 

requirements and got positive support 
through representations.   

 Permit authority, however puts a condition 
to the HN Permit requiring company C to 
work with Falkirk Council to develop the 

scheme.  

 HN Consent is granted as part of HN 
Permit application upon receipt of any 

additional documents that may be 
requested. 

 As part of HN Consent, deemed planning 
permission is also granted for the project.  

HEAT NETWORK LICENCE requirement (section 2) 
 

 HN Licence required for any company that will operate the 
heat network;  

 Licensing Authority responsible for issuing the licences, 
monitoring and reporting on the state of the market. 

 Consumer Protection measures from UK Government 
will apply. 

 Requirement to comply with standard conditions – section 
(6 and 7) and special conditions – section (8) including 
TECHNICAL STANDARDS for new HN schemes 

 Additional rights and powers under sections (57-68) 
granted 

 Administration fee applicable – section (77) 

EXAMPLE:  

 Upon project commissioning, 
company C, who is also a HN 

Licence holder can start 
operation of the heat network, 
provided all of the conditions 

specified in the HN Licence are 
met.    

HEAT NETWORK CONSENT may be awarded as 
part of the HN Permit Award  

 

 Granting the HN Consent subject to agreement of 
the Transfer Scheme – section (74) which will 
specify arrangements in an event of an operator 
ceasing an operation of a heat network.  

 Deemed Planning Permission could be granted as 
part of application.  
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