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Dear Convener, 
 
HEAT NETWORKS (SCOTLAND) BILL – STAGE 1 REPORT 
 
I am writing in response to the Economy, Energy and Fair Work Committee’s Stage 
1 Report on the Heat Networks (Scotland) Bill. 
 
I would like to firstly thank Committee members for their careful consideration of the 
Bill, which I recognise is detailed and substantive, reflecting the technical nature of 
the subject. 
 
Given the important objectives of this legislation, I am pleased that the Committee 
has supported to the general principles of the Bill at Stage 1 and thank the 
Committee for its support at this stage. 
 
The Committee has also welcomed the Scottish Government’s commitment to 
engage widely with the public and Parliament in developing the regulations that 
would follow from the Bill.  I can formally reaffirm that commitment and, as 
requested, further detail on the timescales for this work are provided in our response 
to the Committee’s report. 
 
I was also pleased to receive the Committee’s specific recommendations.  I have 
responded to each of these as fully as possible, given the time available before the 
Stage 1 Debate, in the Annex to this letter. 
 
I am keen that this is a Bill that we can all be proud of, and in this spirit, I trust that 
you will note that I have responded positively to all of the Committee’s 
recommendations – including undertaking to make Government amendments at 
Stage 2. 
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I will be happy to meet with Committee members prior to Stage 2 to provide further 
detail on these amendments.  More broadly, I am committed to continuing to work 
collaboratively with the Committee, across the Chamber and with stakeholders as 
the Bill progresses.   
 
I hope that this response addresses the issues raised in the Report and I look 
forward to further discussion with Parliament during the Stage 1 debate on 3 
December. 
 
I am also copying this letter to the Convener of the Delegated Powers and Law 
Reform Committee.  I note that there are no recommendations from that Committee 
but I would also like to thank members for their contribution to this process and the 
importance of the Committee for the scrutiny of future secondary legislation arising 
from the Bill, if passed by Parliament. 
 
 
 
 
 
 
 

 
 

PAUL WHEELHOUSE 
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ANNEX 
SCOTTISH GOVERNMENT RESPONSE TO STAGE 1 REPORT 
 
For ease of reference, the Committee’s comments are contained in boxed text and 
the Scottish Government’s responses follow immediately thereafter. 
 
The Economy, Energy and Fair Work Committee is referred to as “the Committee” 
throughout, and the numbered recommendations appear in the sequence by which 
they appear in the Stage 1 Report. 
 

Paragraph 82:  The Committee agrees with the view that, in an emerging UK-wide 
market, Ofgem would be ideally suited to take on the role of regulation. We note it is 
likely the UK Government will look to legislate on that basis. We did hear some 
concern about the impact on consumer protection, were there to be any divergence 
between the Scottish and Westminster approaches, and the regulator told us it was 
keen to work with both governments to ensure consistent consumer outcomes. We 
ask that the Scottish Government keep us updated on the progress of ongoing 
discussions with the UK Government and with Ofgem. 
 
Paragraph 137:  The Minister invited our views on the regulation of what will 
effectively be localised or natural monopolies, lasting for the duration of the 
infrastructure investment being paid back. We would simply underline earlier points 
about fuel poverty and consumer protection and ask the Scottish Government to 
keep us updated on its ongoing discussions with the UK Government and Ofgem 
over a UK-wide regulatory regime. 

 
The Scottish Government notes the Committee’s request and provides the following 
update and reflections. 
 
As part of a consultation published in February1, the UK Government set out that it is 
minded to legislate to amend the remit of Ofgem to enable it to oversee consumer 
standards for the heat networks market across Great Britain. 
 
However, as discussed during the Committee meeting of 6 October, it is not within 
devolved competence to amend the functions of Ofgem so that it can act as the 
licensing authority created by the Bill.  This creates the risk that two organisations – 
Ofgem and the licensing authority – would operate in Scotland, under separate 
legislation in relation to heat networks. 
 
The Minister for Energy, Connectivity and the Islands wrote to Kwasi Kwarteng MP, 
Minister of State for Business, Energy and Clean Growth on 5 October to propose a 
solution to resolve this issue. 
 
We are awaiting a response and commit to keeping Committee members updated on 
this dialogue.   
 
 

                                            
1 Heat Networks: Building a Market Framework, the Department for Business, Energy and Industrial Strategy, February 
2020. 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/878072/heat-networks-building-market-framework-condoc.pdf
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We note the Committee’s view that Ofgem would be ideally suited to overseeing the 
regulation of the sector.  We agree with this view but note that designating Ofgem as 
the licensing authority is contingent on UK legislation providing the necessary 
powers to do this, as we have proposed. 
 
Should we be unable to appoint Ofgem as the licensing authority for Scotland for any 
reason, we will review our options and the Committee can be reassured that the 
affirmative procedure associated with regulations made under section 4(b) of the Bill 
will enable Parliament to fully scrutinise the proposed licensing authority. 
 

Paragraph 83:  Given discussion with witnesses on the topic (see paragraphs 73 
and 74), we invite the Scottish Government to clarify the future development of the 
licensing and regulatory regime. 
 
Paragraph 139:  We also ask what the anticipated timeframe is for implementation 
in respect of new heat networks coming into operation under the framework of this 
legislation. 

 
The Scottish Government provides the following clarifications and information. 
 
Firstly, to address witnesses’ comments (at paragraphs 73 and 74) we would like to 
clarify that the Heat Networks (Scotland) Bill introduces regulation of the operation of 
heat networks in Scotland, primarily via Heat Networks Licences.  This will be 
overseen by what the Bill entitles a ‘licensing authority’. 
 
We expect that statutory requirements will be placed on operators to meet minimum 
consumer standards via UK legislation.  These requirements would be overseen by 
what the Department for Business, Energy and Industrial Strategy (BEIS) has 
proposed will be a ‘regulator’ for consumer standards. 
 
Since consumer protection is a reserved matter, we have proposed that the UK 
legislation makes provision for the Scottish Ministers to determine the identity of the 
‘regulator’ for consumer standards in Scotland. This is currently under consideration 
by the UK Government (please see our response to recommendation in paragraph 
82 and 137 above). 
 
This would enable the same body to be both the ‘licensing authority’ and the 
‘regulator’ for consumer standards in Scotland to be one and the same.  This would 
ensure clarity for heat network consumers and operators, as well as the efficient use 
of public finances. 
 
We have also proposed that the UK legislation provides the powers for the Scottish 
Ministers to amend the functions of Ofgem in relation to heat networks, in order that 
we could designate Ofgem as both the ‘licensing authority’ and the ‘regulator’ for 
consumer standards in Scotland. 
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The Scottish Government’s written evidence to the Committee2 provides more detail 
in relation to the way in which different elements of regulatory regime will interact 
with each other. 
 
Secondly, as estimated in the Financial Memorandum3 we expect to implement the 
regulations resulting from the Bill by 2023. 
 
Alongside the Bill, we have been working to develop the extensive package of 
regulations which will follow.  While we do not intend to pre-empt the Parliamentary 
process, we have begun this work given the global climate emergency necessitates 
as quick a response as possible. 
 
To briefly update the Committee on this work, we are working with: 
 

 the Scottish Government’s Energy Consents Unit to analyse the extent to 
which the existing processes for renewable energy and electricity 
transmission consenting can be replicated for heat networks; 
 

 Zero Waste Scotland (ZWS) to develop a draft method for the 
identification of Heat Network Zones, as part of their wider work on the 
development of guidance for Local Heat and Energy Efficiency Strategies 
(LHEES); 
 

 Scottish Futures Trust (SFT) to develop proposals on a process which can 
be adopted in relation to Heat Network Zone Permits, informed by existing 
delivery models; 
 

 ZWS to develop the criteria to be included in a Building Assessment 
Report;  
 

 the Scottish Road Works Commissioner to develop special conditions in 
relation to road work rights; and 
 

 SFT to provide an analysis of existing transfer schemes which may be 
relevant to the implementation of Part 7 of the Bill. 

 
We continue to further develop these areas and, subject to the passage of the Bill 
and the outcome of the forthcoming Scottish Parliament elections, we will consult on 
proposals in 2021. 
 
Ahead of this consultation, we will work with our Heat Networks Regulation Working 
Group4 to review and adapt the work done to date, as may be advised by the Group. 
 
Finally, as above, we anticipate that the regulatory framework under the Bill will 
become operational in 2023 and at that point, any heat network wishing to start or 
continue supplying thermal energy to its users would be required to apply for a heat 
networks licence (unless exempted). 

                                            
2 Heat Networks (Scotland) Bill: Additional Briefing to Committee, the Scottish Government, August 2020. 
3 Heat Networks (Scotland) Bill: Financial Memorandum, the Scottish Parliament, March 2020. 
4 Heat Networks Regulation Working Group: recommendations, the Scottish Government, December 2019. 

https://www.parliament.scot/S5_EconomyJobsFairWork/Inquiries/202008-SG-Additional_Information.pdf
https://beta.parliament.scot/-/media/files/legislation/bills/current-bills/heat-networks-scotland-bill/introduced/financial-memorandum-heat-networks-scotland-bill.pdf
https://www.gov.scot/publications/heat-networks-regulation-working-group-recommendations-report/#:~:text=On%2014%20May%202019%2C%20the,the%20Scottish%20Government%20had%20developed.
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The Scottish Government commits to providing a sufficient transition period for those 
who may need it, in order to ensure a smooth transition to the regulated market.  
This will include lead in times for the companies to apply and be awarded Heat 
Networks Licences, while our response to paragraph 86, below, sets out further 
thinking on how small and existing schemes may be supported as the Bill takes 
effect. 
 

Paragraph 84:  We note the rationale for the appeals process not being provided in 
the Bill.  However, the Scottish Government has recognised that – where the 
licensing authority is designated under section 4, and the enforcement authority is 
designated under section 28 – there may be scope to introduce an appeals process. 
The Committee asks the Scottish Government to further reflect on this; whether this 
is something that can be addressed at Stage 2; and, if not, what further assurances it 
can provide as to the opportunity and transparency of a right to appeal, be that an 
appeal in the technical sense or something else. 

 
The Scottish Government notes the Committee’s comments and provides the 
following reflections. 
 
Committee members will be aware that the Scottish Government has highlighted that 
an appeals process would require referral to be made to a higher authority.  This is 
challenging to specify in the case of this Bill as the Scottish Ministers are designated 
as the licensing authority in first instance, and as responsible for the award of Heat 
Network Consents. 
 
However, we agree that a good regulatory system should feature an ability to appeal 
decisions. 
 
As it is our intention to designate a licensing authority under section 4 when 
practicable, we recognise that this would then enable the Scottish Ministers to 
consider appeals regarding heat networks licences. 
 
As such, we will bring forward a government amendment at Stage 2 which will create 
a regulation-making power to create an appeals process against the revocation of a 
heat networks licence. 
 
Our proposed approach to appeals against the revocation of Heat Network Consent 
is contained below, within our response to the recommendations of paragraph 136. 
 

Paragraph 86:  The Committee also welcomes [the Minister’s] commitment to work 
with existing networks to identify appropriate solutions, whether that involves 
exemptions or modified technical standards. We note the Minister’s view that it would 
be sensible not to apply the requirement to hold a licence to those networks serving 
only the owner’s premises. We ask for further detail on that particular point. 

 
The Scottish Government notes the Committee’s request and provides the following 
comments. 
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Existing heat networks of all sizes will be subject to the requirement to hold a licence 
and the Bill does not set a threshold under which a heat network operator would be 
excused from the need to hold a licence.   
 
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).  
 
However, we do understand that it may be appropriate to take account the impact 
that new regulation will have on existing schemes.  We will work with  existing 
networks to understand the implications for their operations and to identify 
appropriate solutions. This could include: 
 

 exemptions under section 3(1), which could be for a time limited transition 
period or permanent exemptions, for certain types of networks; 

 

 the exclusion or modification of licence conditions under sections 6 or 8, 
as may be appropriate; or 

 

 the adaptation of fees for application under section 77. 
 

These provisions could be used to enable existing networks to gradually adapt to 
any regulatory requirements, as needed over time.  
 
Regarding technical standards, we would like to make the Committee aware that in 
partnership with BEIS, we have commissioned the British Standards Institute (BSI) to 
scope out the possibility of developing a common standard that would apply across 
Great Britain. A report is due next month and we will share published report with the 
Committee once it is released.  
 
With respect to networks serving only their owner’s premises, provided that these 
are not leased to others, we agree that it would be sensible that such operators do 
not need to hold a heat networks licence given that they are not responsible for the 
provision of an essential service to others. 
 
However, we believe that it is preferable to make use of the exemption making 
powers under section 3 to achieve this.  This is because heat networks licence 
conditions are the lever which will be used to require existing heat networks to 
decarbonise. 
 
Use of the exemption-making powers would enable self-supplying networks to be 
exempted from the need to hold a licence, but brought back into the need for one 
should they not make progress in decarbonising as required by the Scotland’s 
climate change targets. 
 
Whereas to specify an exemption for such schemes in primary legislation would 
make it far more challenging to impose decarbonisation requirements should they be 
needed in future. 
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Paragraph 131:  The Minister said tackling fuel poverty had been an absolute 
priority in the Bill’s formulation and would be a primary benefit of the legislation. He 
stated his willingness to work with the Committee, individual members, and the 
Scottish Fuel Poverty Partnership Forum to put those reassurances on the face of 
the Bill. The Committee therefore invites him to reflect on the evidence, discuss 
further with the Forum, and – in advance of the Stage 1 debate – bring forward a 
proposal for how best to address the policy imperative of fuel poverty within the 
wording of the legislation. 
 
Paragraph 132:  On the question of where in the Bill fuel poverty would best sit, 
suggestions included: alongside greenhouse gas emissions in sections 5(4) and 
6(8), to give it parity as a key principle; or at section 39, to allow local authorities to 
use their powers to direct zones where they can best alleviate fuel poverty.  The 
Committee invites the Minister to consider where inclusion would have maximum 
impact. 

 
The Scottish Government welcomes the Committee’s invitations and provides the 
following comments. 
 
As has been reflected in the Policy Memorandum, and in the consultations which 
preceded the Bill, fuel poverty has been at the forefront of our thinking as this 
legislation has been developed.  The Business and Regulatory Impact Assessment 
(BRIA)5 which accompanies the Bill has estimated that heat networks will provide 
average fuel bill savings of 17%, and that this could rise to 36% for some 
households. 
 
However, we recognise that the Bill does not explicitly reference ‘fuel poverty’.  We 
will therefore bring forward a Government amendment at Stage 2, and in doing so, 
we will consider the Committee’s comments in advance of Stage 2 to consider what 
changes might best give effect to the desirability that heat networks contribute to 
reducing fuel poverty. 
 
Following the Committee meeting of 6 October, we have spoken with the Chair of the 
Scottish Fuel Poverty Partnership Forum and with Energy Action Scotland – which 
also conveyed to us the views of other members of the Forum, including Citizens 
Advice Scotland and the Scottish Federation of Housing Associations.  These 
discussions provided helpful suggestions on changes to the Bill. 
 
Should the Bill pass, we will continue to engage with fuel poverty stakeholders to 
ensure they are involved in shaping how these regulations will work in practice. 
 
We intend to invite Committee members – and MSPs from across the Chamber – to 
meet with us prior to Stage 2.  We will be happy to provide more detail on our 
proposals as part of those discussions. 
 
 

                                            
5 Heat Networks (Scotland) Bill: Business and Regulatory Impact Assessment, the Scottish Government, March 2020. 

https://www.gov.scot/binaries/content/documents/govscot/publications/impact-assessment/2020/03/heat-networks-scotland-bill-business-regulatory-impact-assessment/documents/heat-networks-scotland-bill-business-regulatory-impact-assessment/heat-networks-scotland-bill-business-regulatory-impact-assessment/govscot%3Adocument/heat-networks-scotland-bill-business-regulatory-impact-assessment.pdf
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Paragraph 133:  Concerns were raised about the absence of a formal role for 
communities or local authorities in the planning and consent of schemes. Citizens 
Advice Scotland gave an example of a heat network in north-west Glasgow where 90 
or more vulnerable customers had been disconnected due to arrears following a 
price rise, the provider subsequently demanding a £270 reconnection fee plus a 
portion of the debt to be paid off upfront, something that would not be allowed to 
happen with the supply of gas or electricity. Had the needs of the community been 
better understood, it was suggested, the hardship could have been avoided. CAS felt 
there may be scope in the Bill’s licencing, consenting and zoning sections to 
incorporate community engagement and enable consumers to be better involved. 
We ask the Minister to reflect on this. The Committee believes this should not just be 
about online consultations or seeking views at the start of the process; it must be a 
matter of social licence, securing public confidence, and putting the concerns of 
communities like the one in Glasgow at the very heart of the Bill. 

 
The Scottish Government notes the Committee’s comments and provides the 
following reflections. 
 
We are aware of the scheme that Citizens Advice Scotland (CAS) referred to in its 
evidence to the Committee, and we have been working with them, the local Citizens 
Advice Bureaux and the network operator to find a positive outcome for residents.  
This work is continuing, and we most recently discussed the matter with the network 
operator on 20 November. 
 
The learning from this scheme has informed the Bill, as introduced.  The Consent 
process will allow for local circumstances to be considered before a new scheme is 
approved in future, and obligations or limitations under section 21 could be used to 
require a proposal to be adapted as may be needed. 
 
However, we recognise that it would be preferable for the needs of the local 
community to be considered from the very inception of a potential project, before it 
reaches the need for obligations or limitations to be imposed. 
 
That is why we will bring forward a government amendment at Stage 2 which will 
require developers to provide evidence of consultation with local communities before 
submitting their application for Heat Network Consent. 
 
We note that recent research6 published by CAS offers a strong foundation to build 
upon and we can commit to working with the organisation in this area, subject to the 
passage of the Bill. 
 
 
 
 
 

                                            
6 Engaging Hearts and Minds: A study into conducting successful engagement to deliver positive outcomes for 
communities and organisations, Citizens Advice Scotland, November 2020. 

https://www.cas.org.uk/system/files/publications/engaging_hearts_and_minds_jan_2020_web_final_0.pdf
https://www.cas.org.uk/system/files/publications/engaging_hearts_and_minds_jan_2020_web_final_0.pdf
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Paragraph 135:  People should not have to worry about the scenario of a heat 
supplier becoming insolvent and leaving them without a heat supply. We were told 
that in such circumstances the Bill would give Scottish Ministers essentially 
equivalent powers to the step-in rights expected to be adopted by the UK 
Government. However, given where discussions are with the UK Government 
and with the Westminster legislation not as yet introduced, we invite the Scottish 
Government to consider the suggestion from Citizens Advice Scotland; and to set 
out – whether on the face of the Bill or otherwise – how best to protect and promote 
the interests of communities and consumers. 

 
The Scottish Government welcomes the Committee’s invitation, and the suggestion 
from CAS, and provides the following comments. 
 
As noted during evidence to the Committee on 6 October, the Scottish Government 
has made provision in Part 7 of the Bill that will provide protection to users of new 
and extended heat networks.  The process to put these protections in place is 
connected to an application for consent to construct and/or operate a heat network. 
 
Given that it is estimated that heat networks will grow to meet 12% of Scotland’s total 
heat demand7, the vast majority of heat network users will benefit from a transfer 
scheme in future, should it be needed. 
 
However, we recognise that safeguards must also be in place to reassure users of 
existing networks that they too will receive continued supply, in the event that their 
scheme should become jeopardised.  We will therefore consider how best to apply 
the current protections of Part 7 to existing heat networks. 
 
This may mean that existing heat networks are required to receive consent to 
operate.   In that event, we would envisage that such consent applications would be 
very light-touch, focussed only on the purpose of providing for a transfer scheme. 
Transitional arrangements would also be provided, while it may also be that some 
heat networks could be exempted from the need to have a transfer scheme in place, 
such as those owned and operated by a local authority 
 
However, we will firstly consider any legislative proposals that the UK Government 
makes for the continuation of supply – including for users of existing networks.  We 
are, in principle, supportive of a suitable process operating on a GB-wide basis and 
would envisage only requiring transfer schemes to be in place for existing heat 
networks (and the need for consent, in turn) in the event that we considered such 
legislative proposals to be insufficient. 
 
 
 
 
 
 
 

                                            
7 Heat Networks (Scotland) Bill: Business and Regulatory Impact Assessment, the Scottish Government, March 2020. 

https://www.gov.scot/binaries/content/documents/govscot/publications/impact-assessment/2020/03/heat-networks-scotland-bill-business-regulatory-impact-assessment/documents/heat-networks-scotland-bill-business-regulatory-impact-assessment/heat-networks-scotland-bill-business-regulatory-impact-assessment/govscot%3Adocument/heat-networks-scotland-bill-business-regulatory-impact-assessment.pdf
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Paragraph 136:  The Committee notes the balance between the national and the 
local as arrived at in the Bill. We note, however, the evidence from the Danish 
Energy Agency that the municipalities govern the consents process and, together 
with consumer co-operatives, own the pipe network. We believe that it is desirable 
for the balance of powers between Ministers and local government to be modified 
over time and that the Bill should make provision for this. 

 
The Scottish Government accepts the Committee’s recommendation. 
 
As the viability of a heat network is dependent on having sufficient ‘heat density’, 
they will not be deployed evenly across Scotland.  In light of this, and considering we 
are at an early stage in the development of the heat network market in Scotland, we 
do not believe it is proportionate to require local authorities to invest in taking on this 
function at this time.  This is particularly true when there is a dedicated Energy 
Consents Unit already in place within the Scottish Government that can take on this 
function at the pace that will be needed to contribute to our climate change targets. 
 
However, we do recognise that local authorities should be empowered as far as 
possible – particularly in the case of heat networks, which are local assets by nature. 
 
That is why, in line with the Committee’s recommendation, we will seek to amend the 
Bill at Stage 2 which will enable responsibility for the award of Heat Network 
Consents to be transferred to those local authorities, which wish to take on this role, 
in future, by regulations.  
 
Such regulations could be introduced when local authorities agree that they want, 
and are ready, to take on this role.  This would allow the Scottish Government to 
work with local authorities to ensure that they are adequately prepared and 
resourced to take on this important function before any regulations are laid.  It will 
also enable an opportunity to consider where two or more local authorities may wish 
to act jointly to carry out this role.  
 
Furthermore, we propose that these regulations are subject to the affirmative 
procedure in order to maximise opportunities for Parliamentary scrutiny. 
 
In introducing an amendment which will enable local authorities to become 
responsible for the award, and revocation, of Heat Network Consents, we will 
introduce a corresponding amendment to create a regulation-making power for the 
creation of an appeals process. 
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Paragraph 139:  We also note that in February 2020 the Scottish Government wrote 
to the UK Committee on Climate Change to ask for advice on the 2030 target to 
reduce emissions by 75%. The Minister referred in his evidence to estimates of 
between 7 and 17 per cent of Scotland’s heat demand coming from heat networks 
but he was hopeful we might manage to overachieve on those figures.  We therefore 
invite the Scottish Government to reflect on whether its ambitions for the impact of 
the Bill are on a level with those it has already set out for tackling climate change 
and pursuing a green recovery. 

 
The Scottish Government notes the Committee’s invitation and has the following 
reflections. 
 
The strengthened climate targets enshrined in the Climate Change (Emissions 
Reductions Targets) Act 2020 necessitate a significant acceleration in the 
decarbonisation of our building stock.  As the Committee will be aware, we will 
publish an update to our Climate Change Plan in December, setting out the progress 
that must be made across the all sectors of the economy as well as the policies that 
will ensure we achieve this.  The update will specify the precise emissions reductions 
that will be needed from buildings. 
 
Heat networks are one of the heating systems that we will need to deploy to meet 
these targets. A range of credible assessments have estimated that heat networks 
have the potential to meet between 6.7%8 – 17%9 of Scotland’s future heat demand, 
with the BRIA finding a near-median estimate of 12%10. 
 
It is difficult to provide a precise estimate of the potential of heat networks in 
Scotland, however as set out in the National Comprehensive Assessment (NCA) of 
the Potential for Combined Heat and Power and District Heating and Cooling in the 
UK11, the commercial viability of heat networks is dependent on the prevailing policy 
environment. 
 
We are of the view that the provisions within the Bill, and potential interventions 
under existing powers (as discussed in response to paragraph 186), provide the 
strong supportive policy that could see Scotland exceed the estimates undertaken to 
date. 
 
We would like to make the Committee aware that, as required by the European 
Commission, we are working with BEIS to update the NCA, and the results of this 
are due to be published in early-2021. We will, of course, provide these findings to 
the Committee when they become available. 
 
 
 
 

                                            
8 National Comprehensive Assessment of the Potential for Combined Heat and Power and District Heating and Cooling 
in the UK, Ricardo-EAE, December 2015. 
9 Net Zero Technical Report, the Committee on Climate Change, May 2019. 
10 Heat Networks (Scotland) Bill: Business and Regulatory Impact Assessment, the Scottish Government, March 2020. 
11 National Comprehensive Assessment of the Potential for Combined Heat and Power and District Heating and 
Cooling in the UK, Ricardo-EAE, December 2015. 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/499417/Final_NCA_Report_for_publication.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/499417/Final_NCA_Report_for_publication.pdf
https://d423d1558e1d71897434.b-cdn.net/wp-content/uploads/2019/05/Net-Zero-Technical-report-CCC.pdf
https://www.gov.scot/binaries/content/documents/govscot/publications/impact-assessment/2020/03/heat-networks-scotland-bill-business-regulatory-impact-assessment/documents/heat-networks-scotland-bill-business-regulatory-impact-assessment/heat-networks-scotland-bill-business-regulatory-impact-assessment/govscot%3Adocument/heat-networks-scotland-bill-business-regulatory-impact-assessment.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/499417/Final_NCA_Report_for_publication.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/499417/Final_NCA_Report_for_publication.pdf
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Heat networks are not suitable for all areas, and are best suited to areas with a high 
density of heat demand, although more recent generations of heat network can be 
effectively deployed in less heat dense areas.  As such, it will be important that heat 
network developments are appropriately-sited, based on robust analysis and 
consultation through LHEES and heat network zoning, to ensure that they are cost-
effective and commercially viable.  Outside of Heat Network Zones, it is likely that 
other individual renewable or low carbon heating systems will be more cost-effective 
or technically-feasible. 
 
The Heat in Buildings Strategy, which we are due to publish in December, will set a 
refreshed target for low carbon  heat, including a refreshed Renewable Heat Target . 
Heat networks – and other renewable and low greenhouse gas emission heating 
systems – will contribute to meeting this wider target. 
 

Paragraph 140:  With the postponed COP26 due to take place in Glasgow in 2021, 
it might be apt – timeframe permitting – to have a detailed policy case study to 
present, perhaps in the form of this Bill alongside relevant targets and initiatives and 
with local examples to highlight. 

 
The Scottish Government accepts the Committee’s recommendation. 
 
The Scottish Government is committed to showcasing our world leading climate 
action across a range of sectors as part of our programme for COP26. We will look 
at how we can showcase our work on Heat Networks, including through case 
studies, as part of this. 
 
As demonstrated throughout the development of this Bill, we have been actively 
engaging with other governments, such as those of Denmark and Sweden to learn 
from their experience on heat networks regulation. This has enabled us to develop a 
bespoke approach inspired by successful policies deployed by other nations.  
 
We will explore the opportunities to present such a case study at COP26, perhaps 
alongside the Government of Denmark as part of our ongoing collaboration, to 
highlight a sample of the many innovative schemes we have in Scotland. 
We will keep the Committee updated on this creative recommendation. 
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Paragraph 143:  We heard an evidence review of attitudes to low carbon heating 
was due to be published, the findings of which will inform a forthcoming Heat 
Decarbonisation Policy Statement. Another report has considered lessons from 
Europe and found various ways of engaging communities whether in the form of 
public hearings with network operators or mandatory measure to ensure 
transparency of pricing. The Committee asks the Scottish Government to keep us 
updated on these various fronts, and – given the range of initiatives – to set out— 
 

 How such inputs are informing its approach to the Bill and related policy; 
 

 Whether they are likely to change the policy emphasis in a meaningful way e.g. 
leading to amendments at Stage 2; 

 

 In particular, how to address that disconnect between public support for climate 
reduction measures and lack of awareness of the role of heat; and 

 

 What steps are being taken to ensure policy coherence e.g. read across with 
concepts like the Scottish Heat System and Heat Hierarchy and the push for 
low carbon and renewable heat to be the default energy source. 

 
The Scottish Government accepts the Committee’s recommendation.  
 
As outlined in our response to the Convener on 16 October12, the Scottish 
Government recognises that public awareness and engagement with communities 
will be key in ensuring the transition to a net-zero economy.  
 
The report on “Public awareness of and attitudes to low carbon heating 
technologies”13 has been now been published and its key findings are in line with the 
BEIS’s survey Transforming Heat – Public Attitudes Research14. It finds that:  
 

 broad concern about climate change is not driving widespread uptake of 
low-carbon heat; 
 

 raising awareness of low-carbon systems may not be enough to drive 
uptake; 
 

 people can be put off switching to low-carbon heating systems; 
 

 there are two main factors that put people off low-carbon heating systems: 
the expected cost and uncertainty about performance; 
 

 the minority who have installed low-carbon heating tend to be motivated 
by environmental benefits; 
 

                                            
12 Heat Networks (Scotland) Bill: Stage 1 Consideration, Minister for Energy, Connectivity and the Islands, October 2020. 
13 Public awareness of and attitudes to low carbon heating technologies: an evidence review, ClimateXchange, July 
2020. 
14 Transforming Heat – Public Attitudes Research, the Department for Business, Energy and Industrial Strategy, January 
2020. 

https://www.parliament.scot/S5_EconomyJobsFairWork/Inquiries/20201016-MinECI-Heat_Networks.pdf
https://www.climatexchange.org.uk/media/4298/attitudes-and-awareness-low-carbon-heating-oct-2020.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/913541/transforming-heat-public-attitudes-research-report.pdf
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 financial support persuades some to adopt low-carbon heat but is not key 
for all and is not enough to drive mass uptake alone; and 
 

 the heating trade is an important source of information about heating 
systems. 

 
The report provides a number of recommendations which will form the basis for 
setting out policy actions in relation to public awareness and engagement in the Heat 
in Buildings Strategy. 
 
As a first step, the Scottish Government will seek to introduce an amendment at 
Stage 2 which will require developers to provide a Community Engagement Report 
alongside their application for Heat Network Consent, as noted in our response to 
paragraph 133. 
 
This will ensure that communities are appropriately engaged during the project 
development stage.  Engagement with the public and communities was identified by 
Citizens Advice Scotland15 as key in driving consumer acceptance. This should also 
give an opportunity for the communities to familiarise themselves with a proposed 
project.  
 
Community engagement will also form part of the secondary legislation which will 
introduce LHEES, in order to give local communities and the wider public the 
opportunity to influence decision making processes from the start. 
 

Paragraph 182:  We recognise that the development of Local Heat and Energy 
Efficiency Strategies will involve communities and local authorities, and that this will 
feed into the development of heat networks. Pilot strategies have been developed 
but as yet there are no formal proposals for these. The Committee therefore invites 
the Scottish Government to set out how it can address the absence of a formal role 
for communities or local authorities in the planning and consent for heat networks. 

 
The Scottish Government accepts the Committee’s recommendation. 
 
We trust that the government amendments we have committed to in responses to 
recommendations within paragraphs 133 and 136 – on a formal role in the Consent 
process for communities and local authorities, respectively – will provide the 
Committee with the reassurances it requires. 
 
Additionally, we would note that sections 38 and 39 enable local authorities to 
designate Heat Network Zones, should local authorities decide that they wish to 
pursue this.  Heat Network Zones will be designated as a result of extensive 
analysis, a method for which is currently being developed by ZWS, and following 
public consultation (under section 39). 
 

                                            
15 Changing behaviour in a changing climate: consumers and Scottish climate change policy, Citizens Advice Scotland, 
August 2018.  

https://www.cas.org.uk/system/files/publications/changing_behaviour_in_a_changing_climate.pdf


16 
 

Heat Network Zones were thought by one witness to be the “most positive enabling 
measure” within the Bill and as such offer a powerful means by which local 
authorities, and the public, can guide heat network developments in future. 
 

Paragraph 183:  The Minister was optimistic that local partners would be positive in 
their approach to heat networks. The Scottish Government was committed to its 
ongoing partnership work with the heat networks working group, which includes local 
authority representation, and with COSLA. It would also be contributing toward the 
cost for developing Local Heat and Energy Efficiency Strategies and intended to 
provide a statutory underpinning for LHEES through secondary legislation. We invite 
the Scottish Government to share the wording of the policy that will inform that 
regulation prior to Stage 2. 

 
The Scottish Government accepts this recommendation from the Committee. 
 
In partnership with COSLA and other local government partners, the Scottish 
Government is progressing towards placing LHEES on a statutory footing under 
section 44 of the Climate Change (Scotland) Act 2009. 
 
The function of LHEES will be to determine the types of changes needed to the 
heating systems and energy efficiency of buildings at the level of the local authority.  
This will be done by undertaking an assessment of different pathways towards 
decarbonising the building stock, identifying suitable solutions for local areas, and 
assessing energy efficiency improvement needs. 
 
As part of our forthcoming Heat in Buildings Strategy, we will provide an update on 
the introduction of a statutory duty for the production of LHEES.  However, we can 
state that we are looking to mirror the approach taken in section 38 of the Heat 
Networks (Scotland) Bill, whereby local authorities produce an LHEES, or may 
instead choose to access support and the Scottish Ministers undertake the 
development of the LHEES on their behalf. 
 
It should be noted that this approach is still under discussion with our local 
government partners, and is subject to their agreement. We will keep the Committee 
and Parliament informed as this discussion progresses. 
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Paragraph 184:  The Committee asks the Scottish Government to provide further 
details in respect of— 
 

 The budget for LHEES and how costs will be shared with local authorities; 
 

 The stage of development and expected timing of that secondary legislation; 
 

 An update on progress with the pilot scheme and its likely completion date; 
 

 How it views the correlation between LHEES and heat networks; and 
 

 Any issues it has identified which could arise from the time-lag between the Bill 
and LHEES. 

 
The Scottish Government accepts the Committee’s recommendation. 
 
Evidence has been gathered from the LHEES pilot programme16 and the Business 
and Regulatory Impact Assessment (BRIA) carried out on the Heat Networks 
(Scotland) Bill and LHEES to understand the resource needs for the production of 
LHEES.  We will provide local authorities with resource to carry out any duty placed 
on them for LHEES, but the exact mechanism for how this resource will be shared is 
still under discussion. 
 
As stated in response to the recommendation at paragraph 183, we are engaging 
with local government partners to reach agreement on the approach to the statutory 
duty for LHEES, and we expect to introduce secondary legislation by the end of 
2021, with the Strategies in place in 2023. 
 
In light of this, and the timescales indicated above in response to paragraphs 83 and 
139, we do not expect any significant time-lag between the Heat Networks 
(Scotland) Bill and the secondary legislation for LHEES. 
 
LHEES have now been piloted by all 32 Scottish local authorities. The third phase of 
the final nine local authority pilots is due to be completed by the end of March 2021, 
following a slight delay due to the impacts of COVID-19.  Each phase of the LHEES 
pilot programme has been evaluated, and we expect to carry out a whole 
programme evaluation once the third phase has finished. 
The findings of the pilot projects and their evaluations are feeding into development 
of the LHEES guidance which will be introduced in support of local authorities 
discharging the statutory duty. 
 
Under section 39(4) of this Bill, local authorities must publish designated Heat 
Network Zones in a manner as specified by regulations.  The documentation of such 
Zones within an LHEES will be the primary route through which local authorities can 
discharge this requirement. 
 
 

                                            
16 LHEES Phase 2 Pilots: Evaluation Report, the Scottish Government, October 2020. 

https://www.gov.scot/binaries/content/documents/govscot/publications/research-and-analysis/2020/10/local-heat-energy-efficiency-strategies-lhees-phase-2-pilots-evaluation/documents/lhees-phase-2-pilots-evaluation-report/lhees-phase-2-pilots-evaluation-report/govscot%3Adocument/lhees-phase-2-pilots-evaluation-report.pdf
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Paragraph 186:  The Committee acknowledges the difficult legal terrain needed to 
be navigated [in respect of ‘demand risk’; however, we are keen – in view of the 
necessity of anchor loads for the viability of heat networks – to explore these options 
further. We therefore invite the Scottish Government to provide more detail, setting 
out exactly what it considers can be achieved either through the Bill or via other 
levers. 

 
The Scottish Government notes the Committee’s invitation and provides the 
following update.  
 
Following the introduction of the Bill, we have continued to explore whether further 
provision may be possible to address the issue of demand risk for heat networks. 
 
We have identified several existing powers that are available to the Scottish 
Ministers, namely: 
 

 Section 44 of the Climate Change (Scotland) Act 2009 which may enable 
adaptations, installations etc. to be required in public sector buildings, 
where appropriate; 
 

 Section 63 of the 2009 Act which may enable adaptations, installations 
etc. to be required in other, specified non-domestic buildings, provided 
that these are recommended by an assessment; and 
 

 Section 15 of the Non-domestic Rates (Scotland) Act 2020 which enables 
the Scottish Ministers to set reliefs and supplements to liabilities based on 
a building’s contribution to the net-zero target, including via connection to 
a district heating network. 

 
As part of our Heat in Buildings Strategy, we will set out how we intend to use these 
powers alongside the regulations resulting from the Bill, should it pass. 
 

Paragraph 187:  The question of multiple parties links to consumer protection. The 
Scottish Government was clear that the top tier in the process – i.e. the licence 
holder – is ultimately accountable. It was also said that should more schemes depart 
from the vertical model, and the consumer voice go unheard, then devolved 
consumer advocacy powers could be explored. We invite the Scottish Government 
to further outline its thinking in that area. 

 
The Scottish Government notes the Committee’s invitation and welcomes the 
opportunity to provide further comment on this matter. 
As large infrastructure projects, most heat network developments involve multiple 
parties with a number of investors and contractors working on delivery of the final 
scheme. 
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A common way of managing this process is to establish a special purpose vehicle or 
an energy systems company (ESCo).  An example of this is the collaboration 
between Midlothian Council and Vattenfall who established an ESCo that is a 50/50 
joint venture to deliver low carbon energy projects across the Midlothian Council 
area17.  
 
Other business models may opt for a different approach, whereby the Council will 
directly own, operate and maintain the entire district heating system as it is the case 
in Queens Quay project led by West Dunbartonshire Council18. 
 
In any case, in order to operate the heat network and supply thermal energy to end 
users, there will need to be a party which has a Heat Networks Licence. As outlined 
in the Committee meeting of 6 October, that party will be then responsible for 
ensuring that any other parties involved in the operation of the network are working 
in line with licence conditions.  
 
We welcome that, under the UK Government’s proposed minimum consumer 
standards for heat networks, customers would have access to an independent 
ombudsman service to consider disputes.  This will place an onus on the operators 
to look to resolve disputes directly with their customers, while also ensuring that 
everyone who uses heat networks will be able to be clearly directed to a single 
arbiter, should that be needed. 
 
Powers over consumer advocacy and advice were devolved under the Scotland Act 
2016, and it is important that we also consider how these may be applied to support 
the regulation of the sector, and the deployment of heat networks. 
 
We will explore this – including any role for Consumer Scotland and/or the Energy 
Consumers Commission19 – alongside the development of the regulations resulting 
from the Bill, the timescales for which are outlined in response to paragraphs 83 and 
139, above. 
 
A possible example may be tailoring our Home Energy Scotland (HES) and Energy 
Efficiency Business Support (EEBS) advice programmes to help homes and 
businesses to become more familiar with what are, as yet, largely unfamiliar heating 
systems in Scotland, and to make most efficient use of them. 
 
 
 
 
 
 
 
 
 
 
 

                                            
17 Midlothian Council and Vattenfall launch new Energy Services Company, Vattenfall, November 2020. 
18 District Heating Network, Queens Quay, accessed: November 2020. 
19 Energy Consumers Commission 2020-2021 workplan: consultation, the Scottish Government, September 2020. 

https://group.vattenfall.com/uk/newsroom/pressreleases/2020/midlothian-council-and-vattenfall-launch-new-energy-services-company
https://www.queens-quay.co.uk/district-heating/
https://www.gov.scot/publications/energy-consumers-commission-2020-2021-workplan-consultation/
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Paragraph 200:  Building assessment reports were broadly welcomed by witnesses 
as a means to provide the data to assess the viability of a heat network. The focus 
on the public sector for anchoring purposes had a clear rationale and the Minister 
said the duty could be extended in the future if commercial negotiations did not 
produce the required results. The Committee acknowledges the wish not to add to 
the burden the business community is facing at the present time. We do though 
recommend the Scottish Government commit to review the impact of this approach 
after three-to-five years of the legislation coming into force in order to inform any 
necessary adjustment. 

 
The Scottish Government accepts the Committee’s recommendation. 
 
We are happy to commit to the Committee that we will review the impact of focussing 
Building Assessment Reports on the public sector at three-year intervals following 
the passage of the Bill. 
 

Paragraph 223:  Compulsory purchase rights are to apply where voluntary 
wayleaves cannot be agreed. We heard concern that wayleaves would only be 
relevant to existing buildings, and also a risk to stakeholder goodwill and buy-in from 
taking compulsory action. The Committee asks the Scottish Government to detail 
how building regulations or other means might be used in the case of new builds, 
and what regulation or guidance will be provided for network licensees to explore all 
available options before matters are escalated to compulsion. 

 
The Scottish Government notes the Committee’s request and provides the following 
comments. 
 
We welcome the opportunity to clarify how new network wayleave rights (under 
section 59 of the Bill) could be used to secure the connection of existing buildings to 
heat networks, and to set out how we intend to encourage new buildings to connect, 
where appropriate. 
 
Subject to the agreement of the Scottish Ministers, Heat Networks Licence holders 
will be able to acquire a network wayleave right in order to install pipework, and other 
apparatus, to buildings from the outset of a project. 
 
The intention of this power is to secure ‘anchor’ buildings as customers.  There are 
two clear ‘trigger points’ at which the presence of the heat network infrastructure 
significantly increases the likelihood of an ‘anchor’ building connecting to, and using, 
the system.  These are: 
 

 at the ‘end of life’ of a building’s current heating system, where the 
building owner will be required to consider their replacement options and 
will have a readily-available supply of low carbon heat; and 
 

 at a change of ownership or tenancy, where any new owner or user would 
also have a readily-available supply of low carbon heat available for use. 
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However, we recognise that there remains a significant risk to heat network 
developers that they incur the cost of installing their apparatus, without sufficient 
confidence that anchor buildings will become customers.  This, in turn, may result in 
increased capital costs and higher costs of finance. 
 
We have continued to reflect on this issue since the introduction of the Bill, and as 
set out in our response to paragraph 186, we will set out how we intend to use the 
existing powers available to the Scottish Ministers to drive existing, anchor buildings, 
to connect to, and use, heat networks, where appropriate. 
 
Regarding the connection of new buildings, the Committee will be aware that the 
Scottish Government has committed to introducing a standard for new buildings that 
will require them to use zero direct emissions heating from 202420. 
 
We will shortly publish a consultation on the standard.  This will outline proposals on 
the circumstances in which developers should look to connect to heat networks in 
order to comply with the standard, and will seek stakeholder views on these. 
 
Committee members will also be aware that the Scottish Government is also 
preparing National Planning Framework 4 (NPF4), which will incorporate Scottish 
Planning Policy and will form part of the development plan for planning purposes. 
 
In response to our Call for Ideas for NPF4, there was much consideration of how the 
Planning system could be used to encourage new buildings to use heat networks, 
and wider renewable and low carbon heating systems21. 
 
We expect to lay the draft NPF4 in the Scottish Parliament in autumn 2021, and will 
consult publicly on our fuller proposals at that stage.  In the meantime, we are 
publishing an interim Position Statement, setting out current thinking to inform further 
discussions, taking into account comments received through the call for ideas. 
 

Paragraph 224:  Detailed and highly technical evidence was heard in relation to 
wayleaves, legal definitions, and the creation of real rights. We sought to stress test 
Professor Paisley’s views and analysis with an assessment from University of 
Edinburgh’s Scott Wortley. The Committee recommends the Scottish Government 
reflect on both the critique and the commentary on and questions arising from that 
critique – in policy, drafting and technical terms; and – given the Minister’s 
acknowledgement of the potential to augment Part 6 in respect of transparency and 
accessibility of rights – prior to the Stage 1 debate that it provide an analysis of the 
key points and an outline at least of how this part of the Bill can be strengthened at 
Stage 2. 

 
The Scottish Government notes the Committee’s recommendation and offers the 
following reflections. 
 
 

                                            
20 Protecting Scotland, Renewing Scotland: The Government’s Programme for Scotland 2020-2021, the Scottish 
Government, September 2020. 
21 National Planning Framework 4: Analysis of Responses to the Call for Ideas, the Scottish Government, August 2020. 

https://www.gov.scot/binaries/content/documents/govscot/publications/strategy-plan/2020/09/protecting-scotland-renewing-scotland-governments-programme-scotland-2020-2021/documents/protecting-scotland-renewing-scotland/protecting-scotland-renewing-scotland/govscot%3Adocument/protecting-scotland-renewing-scotland.pdf
https://www.gov.scot/binaries/content/documents/govscot/publications/consultation-analysis/2020/08/npf4-analysis-reponses-call-ideas/documents/national-planning-framework-4-analysis-responses-call-ideas/national-planning-framework-4-analysis-responses-call-ideas/govscot%3Adocument/national-planning-framework-4-analysis-responses-call-ideas.pdf
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The Scottish Government notes valuable comments provided by Professor Paisley in 
relation to the wayleaves and ‘real rights’.  We note that Professor Paisley called for 
clarity of what the primary right is and to set out various ancillary rights on the face of 
the Bill.  
 
The initial review of evidence provided by Professor Paisley and Scott Wortley of the 
University of Edinburgh indicates that sections 58 to 60 can be improved to provide 
additional clarification of types of rights that are being granted to the licence holder. 
 
We will seek to amend the Bill at Stage 2 to address issues raised in evidence.   
 
We note the discussion in relation to need for transparency in relation to wayleave 
rights, and in particular the comments made by Scott Wortley raising questions in 
relation to the registration of potential ‘real rights’ with Registers of Scotland. 
Following consideration, including discussion with the Register of Scotland, we will 
not amend the Bill to require network wayleave rights to be registered with Registers 
of Scotland. 
 
Registration of wayleave rights will give rise to substantial costs for developers of 
heat networks wishing to use these rights.  Since the aim of this Bill is to support the 
deployment of heat networks in Scotland, we do not wish to add additional burdens 
and costs to project development. Additionally, this is not standard for rights 
conferred by virtue of statutory provisions in favour of utilities or statutory 
undertakers. 
 
However, it remains crucial to deal with the issue of transparency.  We propose that 
licence holders would be required to make information on network wayleave rights 
publicly available.  We commit to consultation on how this requirement would be 
implemented, to ensure that the views of all interested parties may be heard in what 
is a complex area.  
 

Paragraph 225:  Recognising the Society of Chief Officers of Transportation in 
Scotland’s point that it was difficult to comment on road work rights without seeing 
the wording, we ask the Scottish Government to provide sight of its proposed 
amendment at the earliest opportunity. 

 
The Scottish Government noted the Committee’s request, and provides the following 
update.  
 
Since introduction, we have engaged with Transport Scotland, the Scottish Road 
Works Commissioner, and the wider community of utilities and roads authorities 
involved in road works in Scotland.  Having done so, the preferred solution upon 
which we are basing our amendment will enable alignment with existing legislation 
and we trust will satisfy the existing roadworks communities’ concerns. 
 
The amendment will primarily ensure that heat networks licence holders with road 
rights will have to comply with the regime under Part 4 of the New Roads and Street 
Works Act 1991 (“the Act”).  
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The amendment will enable road work rights to be granted to certain heat networks 
licence holders. The Scottish Road Works Commissioner has agreed to work with us 
to develop the criteria for the conferral of road work rights on certain licence holders. 
This will ensure that only those who have the technical acumen and appropriate 
resources will be granted special rights as was advocated for evidence to the 
Committee.  
 
Heat networks licence holders that would not require regular roadworks rights – and 
so to whom these new powers would not apply – would still be able access the 
roads, where needed, by seeking permission from the road works authority under 
section 109 of New Roads and Street Works Act 1991. 


