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16th October 2020 
 
 
Dear Convener, 
 

Heat Networks (Scotland) Bill: Stage 1 Consideration  
 
Thank you for you for inviting me to provide evidence on the Heat Networks 
(Scotland) Bill to the Economy, Energy and Fair Work Committee.  I am writing in 
response to your letter of 9 October 2020, in which you kindly listed areas where 
follow up information would be helpful.  I provide that information below.  
 
A commitment to consult on the modification of definitions by regulation 
 
1. As outlined during the evidence session, we can commit that any modification 
of definitions which would happen by regulation under section 1(7) will be subject to 
public consultation.   
 
2. Consultation with stakeholders is part of our approach to evidence-based 
policy making and I am committed to maintaining that approach in relation to heat 
networks regulation. 
 
List of the existing heat network systems in play and under development 
 
3. Section 1(1) provides the definition of a “heat network” as a district heat 
network or communal heating system. In focussing the definition on the distribution 
of thermal energy, the Bill as drafted is agnostic to issues such as ownership 
structure or the generation used to produce that thermal energy.  
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4. The distinction made between district and communal heating system relates 
to the number of buildings that are served by those systems and was modelled on 
existing definition in The Heat Network (Metering and Billing) Regulations 20141.  
 
5. For instance, in a “district heat network”, thermal energy is distributed to more 
than one building (e.g. multiple energy centres serving a whole city with multiple 
schools, a university campus, offices and 1000 residential homes). Whereas in the 
case of communal heating systems, the thermal energy is distributed to one building 
only, although the building can have multiple building units (e.g.  a tower block with 
100 flats served by a CHP boiler in the basement). Those are two fundamental 
differences between the terms in their legal meaning.  
 
6. Discussion with the Committee which referred to innovative heat network 
systems related mostly to the way in which thermal energy is produced rather than a 
fundamental principle of the definition. Historically, heat networks have used 
combustion sources, usually fossil fuels or waste, that have produced high 
temperatures.  
 
7. Innovative heat networks have been able to bring temperatures down in part 
through improvements to the energy efficiency of the buildings they serve. This 
allows a wider range of heat sources to be used for production of thermal energy, 
including heat pumps that take heat from water sources, ground arrays, etc. This 
broader range of technologies that are now available will be vital for decarbonisation 
of heat.  
 
8. The way in which thermal energy is produced influences the choice of 
material (pre-insulated pipes for more common systems, vs plastic pipes for 
innovative systems), but it does not fundamentally change the principle of how we 
define a heat network, with the definition being agnostic on the technology deployed.  
 
9. In terms of the most common approaches to building heat networks and 
choice of thermal energy source those can be identified as:  
 

 Gas/ Biomass/ Waste fuelled Heat-only or Combined Heat and Power 
Boiler which heats up water, that in turn is distributed across a district heat 
network (multiple buildings) or communal heating system (one building) via a 
network of pre-insulated pipes.  
 

 Industrial Water/Ground/Air Source Heat Pump which heats up water, that 
in turn is distributed across a district heat network (multiple buildings) or 
communal heating system (one building) via a network of pre-insulated pipes.  
 

 Industrial Water/Ground/Air Source Heat Pump which increases the 
temperature of water or other liquid to ambient temperature and is then 
distributed across a district heat network (multiple buildings) or communal 
heating system (one building) via network of plastic pipes. At point of entry to 
the building the temperature of the water running through pipes is designed to 
be too low to use directly (ambient), so users have their own small heat pump 

                                            
1 https://www.legislation.gov.uk/uksi/2014/3120/pdfs/uksi_20143120_en.pdf  

https://www.legislation.gov.uk/uksi/2014/3120/pdfs/uksi_20143120_en.pdf
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to bring the temperature up. This can be an efficient system with advantages 
over individual air source heat pumps.  
 

Ways to encourage existing and potential developers and operators to move 
away to renewable sources 
 
10. The introduction of Heat Network Licenses will enable requirements to be 
placed on existing and future operators to supply thermal energy using renewable 
sources. Section 5(4) places an obligation on the licensing authority, when 
considering an application for a licence, to assess the applicant’s ability to 
decarbonise their thermal energy generation.  
 
11. One of the ways in which this can be achieved, and which was discussed with 
the Working Group on Heat Networks Regulation, involves the requirement to 
produce “Decarbonisation Plans” for existing heat networks.  Additionally, in the case 
of new heat networks, applicants would have to undergo scrutiny under the Heat 
Network Consenting process, introduced in section 17.  This process will enable the 
use of energy from renewable sources to be considered for each project, and how 
these may contribute to the targets set out in Climate Change (Emissions Reduction 
Targets) (Scotland) Act 2019.  
 
Public awareness of responsible use of heating and how other countries factor 
that into their approach / engagement with communities  
 
12. As recognised by the Committee during evidence sessions, engagement with 
communities and wider general public will be key in ensuring transition to low carbon 
economy. The Scottish Government remains fully committed to a transition to net-
zero emissions which places people, communities and businesses at its heart. 
 
13. In order to explore this issue further, the Scottish Government has instructed 
ClimateXChange to commission an evidence review on awareness of and attitudes to 
low carbon heating in Scotland. This report is due to be published shortly and my 
officials will share it with the Committee following its publication.  
 
14. The findings of this report will be used to inform the Heat Decarbonisation 
Policy Statement, which is due to be published at the end of 2020 and will form key 
evidence in policy making in relation to heat networks regulation. We recognise our 
world-leading targets will require the Scottish people to embrace significant lifestyle 
changes in order for us to achieve our collective ambition. With this increased 
ambition, there is a need for a step change in how we engage on climate issues 
more widely to support the Scottish public to make these change 
 
15. Additional evidence is also available from published in September 2020, 
findings from BEIS’ survey Transforming Heat – Public Attitudes Research2 which 
found that there was strong public support for carbon reduction policies, but there 
was some disconnect with knowledge of heating’s role in climate change.  
 

                                            
2 https://www.gov.uk/government/publications/transforming-heat-public-attitudes-research 

https://www.gov.uk/government/publications/transforming-heat-public-attitudes-research
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16. In terms of learning from international partners, we commissioned 
ClimateXChange to produce a report which looked into “Lessons from European 
regulation and practice for Scottish district heating regulation3”. The report did find 
multiple regulatory measures where communities and general public were involved 
either via mandatory dialog in form of public hearing with heat network operators and 
owners of the buildings, or by mandating measures in terms of transparency of 
pricing. 
 
 
 
 
 
Local government involvement in consenting 
 
17. In our second Consultation, we sought the views on the Heat Network 
Consent process.  A significant minority of respondents noted their view that local 
authorities do not have necessary resources to be able to manage the Consents 
processes. 
 
18. Further evidence from the Office of National Statistics has also since 
demonstrated that heat networks are not evenly distributed across Scotland, with 
some local authorities having very few schemes. 
 
19. The Bill as introduced therefore seeks to avoid the need for all local 
authorities to invest in new resources, and fixed costs therein, where heat networks 
may not have a significant role to play within that area.  It also seeks to maximise 
economies of scale by creating a national Heat Network Consents process to service 
all areas of Scotland.  This will allow us to pool experience and expertise and to 
effectively target support where it is needed by local authorities.  In practice, it is 
envisaged that this function will be performed by the Scottish Government’s Energy 
Consents Unit which already carries out a very similar process for renewable energy 
generation and electricity transmission lines. 
 
20. This latter point is important given the findings from the Advisory Group on 
Economic Recovery which, in relation to infrastructure renewable projects, found 
that: 
 

“There is a need now to considerably increase the pace and scale of 
deployment to meet low carbon generating targets over the next 25 years, and 
to enable Scotland to grasp the tremendous opportunities for a green recovery 
which such a transition offers. This imperative presents increased and urgent 
challenges for the existing policy, planning and licensing framework to identify 
and consent suitable projects with a sufficient level of impact in the light of the 
climate change emergency at a scale and to a timetable to deliver on 
Scotland’s net zero targets”. 

 

                                            
3 https://www.climatexchange.org.uk/media/3569/lessons-from-european-district-heating-
regulation.pdf 

https://www.climatexchange.org.uk/media/3569/lessons-from-european-district-heating-regulation.pdf
https://www.climatexchange.org.uk/media/3569/lessons-from-european-district-heating-regulation.pdf
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21. As outlined during the evidence session, we envisage the local authorities will 
have a key role in the consideration of applications for heat networks consents.   
Specifically, the policy intention is that in regulations made under section 27 of the 
Bill, the relevant procedure in determining an application will involve engagement of 
planning authorities. 
 
Regulations making provisions for appeals and differentiating between 
enforcement and licence revocation 
 
22. The Committee raised issues in relation to provisions for appeals in the Bill. 
As drafted the, Bill provides for regulation making powers in relation to the appeals 
under:  
 

 Section 25 – regulation making power is provided in relation to compensation 
on modification or revocation of a heat network consent. Those regulation 
making powers are referring only to compensation payment, and under 
subsection (2) point c) the Bill specifies that regulations can make provisions 
in relation to appeals against the decisions made under those regulations – 
that is only for compensation payment.  
 

 Section 32 – provides regulation making powers in relation to appeals against 
enforcement notice issued by the enforcement authority as specified in 
section 28.  

 
23. As outlined during the Committee session, the Bill as drafted does not provide 
for regulation making powers in relation to appeals against the decision on 
revocation of heat networks licence (section 11) and revocation of heat network 
consent (section 24).  
 
24. We recognise that it is reasonable that a licence holder or a holder of a 
consent should have an opportunity to make representation to Ministers before a 
licence or consent is revoked by the Scottish Ministers.  Section 11(4) and (5) ensure 
that a licence holder has the opportunity to make its case before a licence can be 
revoked. Although it is not an “appeal” it provides an opportunity for a licence holder 
to make its case.  
 
25. A heat network consent can be revoked in terms of section 24 and provides 
that regulations may specify the manner in which this is done. This allows for the 
process to similar to one introduced under section 11(4) and (5). However, we do 
recognise that there is a discrepancy in the processes and we are open to working 
with the Committee on this matter.  
 
26. An appeals process which is to consider the merits of a decision (rather than 
its legality) envisages that there is a tier of authority under which decisions are 
initially made by one body but could be challenged on appeal to another. The Bill 
provides that decisions on the grant or revocation of licences or consents will be 
made by the Scottish Ministers and so it is not considered that there is another 
appropriate body to whom an appeal could be made on the substantive merits of the 
issues. That is why the appeals process is not provided for in the Bill. However, the 
Scottish Government recognises that where, the licensing authority is designated 
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under section 4, and enforcement authority is designated under section 28, there 
may be a scope to introduce an appeals process.  
 
Exemptions or licenses to existing heat network providers 
 
27. As drafted the Bill introduces a requirement for all heat networks companies, 
including existing ones, to hold a licence. The Bill does not set a threshold under 
which a heat network operator would be excused from the need to hold a licence, 
however in section 3 it provides regulation making powers for exemptions from 
holding a heat network licence.   
 
28. This is because, having examined the existing market, the Competition and 
Markets Authority (CMA) conclusions were clear that regulation was needed for the 
existing heat networks market, noting that consumer detriment was most-commonly 
found at smaller networks (particularly those that were privately-owned).  
 
29. It is envisaged that heat network licenses will be a means by which consumer 
protection will be provided for once an agreement is reached with the UK 
Government on this matter. That is why it is vital that as many heat networks 
companies as possible are covered by this requirement.  
 
30. We understand that the it is appropriate to take account of the impact  that the 
introduction of regulation will have on existing companies.  That is why section 6(5) 
enables the licensing authority to exclude or modify any of the standard licence 
conditions it considers appropriate in the circumstances of the case – this could be 
used to enable existing networks to gradually adapt to any regulatory requirements, 
as may be needed. 
 
31. If appropriate, the exemption making powers could also be used to ensure 
proportionality and that the regulatory burden does not place existing heat networks 
companies in difficult circumstances. In those instances the exemptions could be 
time limited to allow existing heat networks companies to adapt, however it would 
require oversight and assistance from licensing authority to ensure that consumers 
are protected.  
 
32. For clarity, heat networks which are already operational will not require to 
apply for a heat network consent or permit. 
 
The methodology being developed by Zero Waste Scotland for undertaking a 
building assessment report 
 
33. As discussed with the Committee during the evidence session, we are 
currently working with Zero Waste Scotland on a methodology which can be used for 
undertaking a building assessment report. This work in currently under development 
and we expect to have a first draft of this by the end of 2021.  
 
34. We will be happy to share the draft methodology with the Committee during 
the passage of the Bill should that be helpful. However, we expect it will be largely 
building on existing duties of public sector under the Climate Change (Scotland) Act 
2009.  
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Obligation on Ministers to step in 
 
35. During the discussion with the Committee, the step in rights by the Scottish 
Ministers were discussed. Part 7 requires new heat network developments to 
prepare a schedule of heat network assets(under section 70). This will enable the 
preparation of a “transfer scheme” introduced by section 74 in the event of a heat 
network operator ceasing operation of a heat network. A transfer scheme can then 
be made for the transfer of assets to relevant persons as specified by section 74(6), 
which includes the Scottish Ministers as one of those persons.  
 
36. This essentially, provides the Scottish Ministers with powers equivalent to step 
in rights should they be identified as relevant person under a transfer scheme.  
 
37.  In relation to existing heat network schemes, we are working with UK 
Government on solution and will inform the Committee on outcomes of those 
discussions in due course.    
 
38. I hope that this provides the Committee with sufficient information on the 
highlighted issues.  If it would be helpful, and in recognition of the necessary 
complexity and technical nature of a Bill required for this market, my officials and I 
would be very pleased to discuss the Bill further with Committee members prior to 
the publication of your Stage 1 Report.  Please contact my Private Secretary, 
Duncan Stalker, at MinisterECI@gov.scot to make the necessary arrangements. 
 

 
 
 

PAUL WHEELHOUSE  
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