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Introduction 

The government is right to consider the vital issue of how we decarbonise heat in homes in a way 

that protects customers and reduces emissions at best value. Heat networks are shown to be a 

key tool in this regard. The Association for Decentralised Energy (ADE) welcomes the opportunity 

to respond to the Department for Business, Energy & Industrial Strategy’s (BEIS) publication 

Heat Networks: Ensuring Sustained Investment and Protecting Consumers, a critical first step to 

achieving this goal.  

The ADE is the UK’s leading decentralised energy advocate, focused on creating a more cost 

effective, efficient and user-orientated energy system. The ADE has over 120 members active 

across a range of technologies, including both the providers and users of energy equipment and 

services. Our members have particular expertise in heat networks, energy efficiency, combined 

heat and power, and demand side energy services, including demand response and storage. 

Overview 

The Association is encouraged that the government broadly agrees with the recommendations 

made by the Competition and Markets Authority (CMA) in its Heat Networks Market Study (‘CMA 

Market Study’) and with the principles of the ADE-led Heat Network Industry Task Force report, 

Shared Warmth (‘Task Force Report’).  

Introducing regulation is key to creating an investable heat networks market that protects all 

customers. Clear regulation that works to reduce investment risk in the market will help to reduce 

the cost of capital, resulting in cheaper heat for customers. Such positive customer outcomes also 

serve to further support investment in the market. The heat networks market will further prove 

the effectiveness of outcomes-focused, principles-based regulation. Clear, well designed 

regulation will work to protect customers and support the industry to grow, allowing industry to 

harness the natural direction of market forces and deliver the right outcomes for customers. The 

ADE sees that government’s role is to address connection risk and create a supportive policy and 

regulatory environment that will, in turn, allow the market to best address consumption risk and 

counterparty risk. 

It will be important that government ensures coordination across the policy space, as 

complementary policies will be required in multiple departments and across other sectors to 

achieve a comprehensive market framework for heat networks. For example, coordination with 

MHCLG to ensure appropriate building standards are identified and enforced will be necessary. 

This alignment will help to ensure the best outcome for heat networks.  
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Developing regulation is critical but must also be done carefully. The ADE, with its members and 

their expertise, is well placed to work with government to ensure that the aims of this 

consultation are realised. 

Questions  

Decarbonisation  

Q1. Do you agree that a heat networks market framework should support the use of 

low carbon heat sources? Please explain.  

The ADE wants to see zero carbon heat networks become a reality across the UK. In order to 

achieve this, industry will need policy drivers that reward investment in low carbon technology. 

The lowest carbon scenario will likely be a mix of generation types, including heat pumps, CHP 

and electric boilers, with thermal storage. Any framework needs to be embedded with an 

understanding that investors are commercially driven, and hence it needs to shift the balance of 

attractive investment towards low carbon opportunities, and away from high carbon 

opportunities. Policy in this space needs to drive emissions reduction, but let industry and 

business figure out how best to deliver it.  

It is welcomed that the report acknowledges that heat networks are “a form of technologically 

agnostic infrastructure” and recognises the importance of this characteristic for facilitating the 

further decarbonisation of this solution. It is important to acknowledge that, within the current 

market, particular technologies such as gas-fired CHP play an important role in making heat 

networks cost effective. This helps get networks built, supporting the transition towards a heat 

networks solution that facilitates current and future low-carbon technology as a ‘bridging 

technology’. Heat networks offer the opportunity to transition to a lower-carbon heat source and 

it is important that a market framework supports pragmatic timelines for networks to 

decarbonise, along with wider government decisions on the decarbonisation of heat. The heat 

networks market framework needs to establish a supportive policy environment that allows 

industry to drive solutions along appropriate timescales.  

By creating a framework that provides a similar risk and return profile as those that exist for 

other infrastructure investments, industry will be able to deliver investment, jobs, carbon 

reduction, cost reduction, and a swathe of other benefits to the market, and help to achieve the 

government’s broader decarbonisation goals.  

Q2. Which cost-effective approaches could be used to deliver low carbon heat networks 

projects?   

The Association stands by the recommendations of the Heat Network Task Force in that a crucial 

element in making heat networks more cost-effective is to address the critical issue of demand 

risk. Addressing this will lower investment risk, which will reduce the cost of capital to the market 

and will, in turn, reduce the overall cost of heat to the end customer.  

Given that the government is already in the process of considering how to optimise SAP, SAP11 is 

a cost-effective mechanism that could help to facilitate the delivery of low carbon heat networks. 

SAP11 needs to give fair consideration to heat networks, so that deployment of heat networks is 

not discouraged by marginal emissions factors that do not necessarily reflect actual emissions. 

The current lack of certainty on the post-RHI landscape poses issues for project-planning and 

financing; clarity on the future trajectory in this space would help to give greater confidence to 

the market and the decarbonisation opportunities that can be unlocked. Furthermore, post RHI, 

the government should look to support the uptake of low carbon heat, including waste heat. Heat 

networks offer unique opportunity for waste-heat utilisation; making waste heat-fuelled networks 
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a cost-effective approach to delivering low carbon heat. This could be explored through the 

existing Industrial Heat Recovery Support (IHRS) programme, the planning policy framework, 

and facilitating understanding and upskilling in the crosscutting sectors.  

Working to ensure a more supportive planning policy framework which encourages heat network 

readiness would also be a cost-effective approach to encourage the delivery of heat networks, 

and the ADE is pleased to see that BEIS will be considering the role of the planning system in 

establishing a supportive market framework. Consideration should be given to the effect of 

planning requirements around emissions, for example. It will be critical that throughout the 

process of establishing the market framework that BEIS works with other government 

departments, devolved administrations and local authorities to ensure joined up thinking.  

Ensuring Sustained Investment into the Sector  

Q3. To what extent do you agree with our characterisation of demand risk?   

The ADE sees that the government’s characterisation of demand risk is a good starting point to 

help capture the industry’s understanding of the embedded issues and recognises that the 

separation of the three facets of demand risk is useful.  

The ADE would like to reinforce that the market and commercial processes are better able to 

address some facets of demand risk, namely consumption and counterparty risk. Government will 

have a crucial role in addressing connection risk and creating a regulatory investment framework 

able to sustain the market. By effectively addressing connection risk, government will create an 

environment in which industry can innovate and is thus in a better position to address other risks 

or obstacles. 

While the Association acknowledges that counterparty risk is indeed a risk to the heat network 

market with implications specific to the industry, counterparty risk is common across all utilities 

and thus avenues for management by the market exist. Counterparty risk can partially be 

addressed by ensuring customer protections, including through clear communication of billing, 

installation of heat metering, and clear communication pre-sale or rental of property – many of 

which are covered by the minimum standards mandated by Heat Trust for Registered 

Participants. Establishing greater understanding within the industry about the heat profiles of 

larger users and the breadth of customers will also help to reduce counterparty risk.  As such, 

acting within a supportive policy environment, the market should be best placed to address 

counterparty risk.  

Q4. How could government and industry address demand risk, especially connection 

risk and consumption risk?  

Connection risk 

The best way to address connection risk is for government to implement policy to reduce risk and 

to move it away from investors, by establishing a regulated investment framework. The Task 

Force recommended that a mechanism of Demand Assurance would be an effective way to 

address demand risk, and the ADE continues to support the principle. However, the Association 

appreciates that the exact shape of such a mechanism requires careful thought and is eager to be 

involved in ongoing discussions about how this could work. The Association sees that, whatever 

approach is chosen, it is likely that the most effective approach will be whichever delivers the 

lowest cost of capital and would encourage the government to use this as the test against which 

it seeks to identify a solution to connection risk.  

In addition to the principles suggested in the publication; 
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• Improved communication about the cost-effectiveness and reliability of heat networks 

could help to encourage guarantees of connection by individuals and commercial 

customers.  

• More needs to be done to facilitate retrofitted connection (the replacement of alternative 

primary heating source) - for example, addressing the cost barriers particularly to 

secondary and tertiary networks in retrofit. Given estimates around housebuilding versus 

estimates about heat network delivery to 2050, the suggestion is that most heat networks 

will need to be retrofitted to replace alternative primary heating sources in homes and 

buildings. The role of retrofit thus should not be underestimated, and explicit thought 

should be given in the establishment of any market framework to the nuances of retrofit in 

regard to connection risk.  

• Planning regulations can also offer the opportunity to reduce connection risks, by requiring 

connection to a heat network within identified areas through zoning policy or concession 

models. 

• Facilitating conversations with developers and improving understanding within the 

development and construction industries about heat networks could help create 

opportunities for larger-scale connections to networks with guaranteed demand. 

• Reforms to business rates to make charges comparable to other utilities, make business 

models sounder, and to encourage connection will prove important to addressing 

connection risk and demand risk more broadly.  

Consumption risk 

Within a supportive policy environment, industry is best placed to address consumption risk. By 

placing this responsibility with industry, it means that good forecasting becomes aligned with the 

operator, as the operator will be affected by the quality of forecasting. In turn, this will help to 

increase standards in the system across the board. This will involve working to improve 

understanding around forecasting and consumer demand, appropriate sizing of networks, 

network extension and the effect and role of energy efficiency measures. As part of this, industry 

can also work to improve data collection and analysis. Indeed, the development of the Heat 

Networks Technical Compliance scheme is a key example of how industry can address 

consumption risk by improving understanding of technical standards for networks, thereby 

reducing the risk of oversizing. 

Further understanding the role of energy efficiency in heat networks will also help to reduce 

problems around consumption risk. Industry’s understanding in this area will be furthered by 

increases in data and knowledge-sharing. The government’s role should be to create a market 

framework that encourages and incentivises the growth of understanding in this area. 

Government and industry together should consider what best-practice principles around data 

collection should be, and how to effectively plan for strategic expansion to mitigate consumption 

risk as networks become more energy efficient, or as more customers seek to connect. 

Counterparty risk 

Counterparty risk is also an area generally best addressed by industry, contingent upon the 

establishment of the appropriate regulatory environment. Counterparty risk can be reduced by 

clearly communicating bill structure, as well as ensuring that bills are regular and expected. 

Installation of HIUs, too, can help to limit counterparty risk by making information about heat-

usage more readily available (where consumers are charged according to usage), making it easier 
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to manage heating costs. Finally, clear communication pre-property rental or purchase can help 

to prevent bill-payers defaulting on their payments. This is particularly important for those in fuel 

poverty. This is further explored in answer to question 12 and 13. 

Q5. Are there particular areas where government can collect and distribute data that 

will effectively mitigate the consumption risk?   

The ADE is pleased that BEIS has touched on the important role that data will play in addressing 

consumption risk and appreciates that accurate data and its analysis will help to drive down risk 

and improve customer experiences across the sector.   

The Association sees that the collection, aggregation and publication of anonymised performance 

data for heat networks could be of benefit, particularly in helping industry better understand heat 

profiles and heat data. A central repository for this data would help to make this data useful, and 

organisations such as trade associations may be best placed to perform this role, working with 

other stakeholders to ensure appropriate metrics, access and communication of the data. The 

market framework should encourage heat network operators to collect and analyse data on an 

ongoing basis from design and build right through operation and management, and encourage 

the verification of performance (including energy and cost savings) by someone not directly 

involved in the project. This could be, for example, through adoption of a Measurement & 

Verification protocol, or subscribing to the forthcoming Heat Networks Technical Compliance 

Scheme.  

The ADE supports the idea that local authorities that already undertake heat mapping exercises 

publish this information, to ensure that information on the most appropriate local heat sources is 

accessible, allowing those sources to be utilised. The public sector already holds information in 

this area that would be useful to the market; efforts to encourage the dissemination of this 

information would be welcomed. Indeed, the creation of a centralised source of information would 

help to further the development of the market. 

Q6. Which of the approaches set out to address connection risk (demand assurance, 

heat zoning, concession schemes) would you consider to be most effective and why?  

A policy should be established which serves to de-risk the market, thus protecting customers 

while encouraging market growth. The Heat Network Task Force, supported by the ADE, 

recommended the mechanism of Demand Assurance and the ADE continues to support this. 

Nevertheless, the Association welcomes the opportunity for government and industry to work 

together to identify other potential methods to address connection risk. The most effective 

approach will likely be the method that delivers the lowest cost of capital – this is the test that 

the government should seek to use in identifying a solution to connection risk. The government 

should seek to engage with the investment community on this area. There are also likely lessons 

to be gleaned from other policy mechanisms in this space that have successfully driven down 

such costs - a good starting point might be to examine the Contracts for Difference, which have 

been successful in reducing weighted average cost of capital.  

Demand Assurance 

The ADE continues to support the proposal for Demand Assurance but welcomes the opportunity 

to refine what this model would look like in practice. The Association believes that a regulated 

investment framework, such as Demand Assurance, is compatible to be used alongside other 

solutions where appropriate and thus does not believe proposed approaches should be considered 

as mutually exclusive to each other. It is likely that any forthcoming framework will need to 

incorporate a blend of policy alongside Demand Assurance. 
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The ADE is pleased that government will continue to explore this concept, including considering 

the most appropriate socialisation of costs as per the recommendation of the Task Force.  

Zoning 

In principle, the ADE is supportive of the principle of zoning. Heat is, at its heart, a local issue and 

the best heat choices will be defined by the particulars of a location. It is sensible to consider 

what decarbonised heat solutions are most appropriate for particular zones. Local authorities are 

likely some of the best placed to understand the current and forthcoming needs and heat profiles 

of their areas. However, for zoning to work, complementary policies would need to be 

implemented in order to adequately address demand risk. 

The ADE supports the involvement of local authorities and communities in the energy planning 

process, and zoning may be one way to encourage and facilitate this. As we move towards a 

more decentralised energy future that is led and designed around the user, the involvement of 

local communities in the planning of their own energy systems will become more important than 

ever. However, the ADE does not think that zoning should be used in isolation, as this would not 

create a comprehensive policy framework that can adequately address demand risk. Instead, 

zoning might prove useful as a tool of part of a broader policy suite.  

However, in the zoning model, the responsibility for evidencing the viability of heat network 

deployment in an area moves towards local authorities. Not all local authorities may have the 

resources to do this. Furthermore, they may struggle to demonstrate the economic viability of 

individual networks as this is often highly dependent on factors related to the heat network 

developer. In contrast, the Demand Assurance model put forward by the Task Force places the 

onus for evidence on the heat network developer and ensures that developers adhere to certain 

standards.  

Concession Schemes 

As with zoning, in principle the ADE does not oppose the use of concession schemes as part of a 

scheme of broader policy which collectively address critical risks to the market. However, the 

Association is cognisant that previous proposals for concession schemes that have been 

contingent on licencing have added administrative burden to operators while failing to sufficiently 

address demand risk. Again, the ADE thinks that concession schemes can have value as part of a 

broader scheme of policy but does not believe that concession schemes used in isolation can 

adequately address demand risk.  

The ADE would also caveat that establishment of more comprehensive development rights will 

likely be critical to concession schemes, where connection is mandatory.  

Q7. What other approaches to addressing connection risk should we consider? Please 

provide details.  

The ADE agrees that reducing the barriers to potential alternative models of heat network 

ownership could help to mitigate connection and counterparty risk. The Association supports the 

removal of these barriers and the principle to not mandate a prescriptive model that requires 

certain ownership structures. The acknowledgement that various elements of heat networks can 

be considered separate investments at sufficient scale is welcomed, in particular that BEIS “agree 

that future market arrangements should not prevent disaggregated heat network models”, in line 

with the Task Force recommendations.  

Part of connection risk is the risk associated with excavation and the steps necessary for this. 

This includes access rights and wayleaves. Any approach to addressing connection risk should 



ADE Response | Heat Networks: Ensuring Sustained Investment and Protecting 

Consumers 

 

www.theade.co.uk                           Page 7 of 12 

seek to reduce and then reallocate risk. The high costs currently associated with seeking access 

rights can cause greater costs for customers, thereby counterproductive to attempts to reduce 

connection risk. The government should therefore seek to address wayleaves and access rights, 

in turn addressing connection risk. 

By increasing awareness of heat networks within the construction and real estate industry and 

improving communication between heat network owners/operators and those working in the built 

environment, we can encourage deployment of heat networks. New build developments offer 

opportunities for connection contracts, which help to reduce connection risk by guaranteeing 

connection at scale over a certain time period. Naturally industry has a role to play in furthering 

understanding, but steps should be taken by government to encourage and facilitate this, and 

ensure that regulation (for example, around capital contributions) does not hinder legitimate 

business models. Additionally, there could be a role for government and industry to work together 

on ensuring cross-sector collaboration and upskilling. 

For retrofit of heat networks, financial incentives to support future heat network connection is one 

possible approach to reduce connection risk. For example, the Cleaner Heat Cashback Scheme 

from the GLA which offers financial incentives to swap inefficient gas boilers for lower carbon 

heating sources (including heat networks). It is worth considering whether this model could be 

scalable, for instance to provide incentives to swap out higher-carbon heat sources for lower-

carbon sources within heat networks.  

Additionally, the Competition and Markets Authority, and the Heat Network Task Force report, 

Shared Warmth also identified areas for further exploration. Further considering these areas 

could also help to address connection risk, and the Association is eager to work with government 

to further understand the identified issues.  

Q8. Do you agree that we should consider granting greater access, maintenance and 

development rights to heat networks?  

The ADE agrees that the government should consider granting access, maintenance and 

development rights to heat networks. Such rights are vital to ensure heat networks operators are 

able to build, operate and maintain networks in an optimal and cost-effective way. The lack of 

these rights can result in poor outcomes for customers due to inefficient design and increased 

costs, as well as increased risk for investors. Currently, heat network operators do not have 

access rights, meaning that access is subject to voluntary agreements which may be very costly 

without a statutory right underpinning them. This is a high cost which can then be passed on to 

consumers through standing charges. 

The ADE does not agree that the number of players in the heat networks market is an obstacle to 

the granting of such rights, as access and development rights can be underpinned by stringent 

requirements in order to safeguard consumers and the public. It is important to consider that, 

where these rights are in place, the application of them must be demonstrated on a case by case 

basis. Heat network developers would still be required to demonstrate why they required the 

application of these rights on a case-by-case basis. Identifying legitimate reasoning for the 

application of access and development rights will be a key priority for government going forward. 

It would remain preferable that voluntary arrangements were established, but where this was not 

possible, statutory access rights would be in place. The underpinning of these rights through law 

can help to bring the cost of voluntary arrangements down, thereby bringing costs down for end-

customers. 
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Access and development rights are important to ensure network efficiency and performance are 

high. Without these rights, networks may have to take less efficient routes, or be oversized which 

can increase costs considerably for both developers and customers in the short and long-term, 

and impact on the efficiency of the network. These rights are therefore important not only for 

ensuring good customer outcomes and reducing risk, but also for facilitating efficient 

decarbonisation.  

Finally, these access and development rights would prove an important element for any regulated 

investment framework, such as Demand Assurance. Any model involving zoning, in particular, 

would likely not work without a commensurate scheme of access, maintenance and development 

rights. The Association would welcome the opportunity to further demonstrate the cost and 

carbon losses that can be associated with poor access and development rights. 

Q9. What are the most important types of access, maintenance and development rights 

needed?  

Development rights, particularly for strategic networks, are important as they help to ensure that 

heat networks take the most efficient route and avoid oversizing, helping to prevent unnecessary 

carbon expenditure, maintain the efficiency of the network, and keep costs down for customers. 

Heat network developers should have a responsibility to demonstrate on a case-by-case basis 

why access and development rights to specific areas of land are needed for the efficient 

development of the network.  

Maintenance rights are central to customer protection, and indeed any forthcoming regulatory 

framework should ensure statutory maintenance, as this helps to keep costs down and prevents a 

larger cost to fix a network where maintenance is foregone. As such, maintenance access rights 

for heat networks are important. Maintenance rights are also critical to accurately hold heat 

network operators to account. Heat network developers should have responsibility for identifying 

how often they will need access to the land for maintenance when applying for development 

rights, and this should be made clear in agreements with private landowners.  

Emergency access rights are crucial for any network. Dealing with, for example, a leak may be 

time sensitive, and seeking permission from individuals for access on a case-by-case basis is time 

consuming. As such, heat network operators should have a right of emergency access, subject to 

criteria which should be clearly identified and laid out. This right of emergency access should also 

be made clear to any property owner affected by it.  

With demand growing for innovation in heat networks, it will be important to consider how the 

heat network market may look in the future, including the potential for pipework above ground1. 

Further and ongoing consideration is likely going to be needed for above-ground heat network 

piping (designed to cut-costs and improve ease of access) as well as other innovative approaches 

as they emerge, as this may have a greater impact in terms of visual amenity and space.  

Ensuring consumer protections  

Q10. Do you agree that the scope of the heat networks market framework should 

extend to non-domestic consumers?   

                                                
1 Energy Technologies Institute, 2018, District Heat Networks in the UK: Potential 

Barriers and Opportunities: https://www.eti.co.uk/insights/district-heat-networks-in-

the-uk-potential-barriers-and-opportunities  

https://www.eti.co.uk/insights/district-heat-networks-in-the-uk-potential-barriers-and-opportunities
https://www.eti.co.uk/insights/district-heat-networks-in-the-uk-potential-barriers-and-opportunities
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The ADE agrees that the scope of the market framework should extend to non-domestic 

consumers and appreciate that it is particularly important given the government’s long-term 

ambitions for the sector to incorporate non-domestic consumers at scale.  

With the evolution of the heat networks market we expect to see large quantities of multi-user-

type networks, with domestic and non-domestic users utilising the same network. It thus makes 

practicable sense that a framework is established for that covers customers in order to promote 

consistency and simplicity, and to encourage connection to heat networks.  

The Association agrees that it is likely that the detail and the practical implementation of 

principles may differ between domestic and non-domestic users, but that the principles will be 

broadly similar. It may be the case that further requirements or rights need to be placed on non-

domestic customers, but the framework should seek to cover both users.  

Q11. Can you provide evidence of issues specific to non-domestic heat networks 

consumers? 

Typically, the anchor load for a heat network will be a non-domestic user. Anchor load 

connections can have different contracts with more specifications around heat usage and 

performance. Industry and government should work together to establish best practice in 

contracts to ensure customer protection for non-domestic anchor loads. These contracts need to 

be structured in such a way as to protect network performance, give confidence to investors, and 

protect non-domestic anchor load consumers and their incentive to connect.  

Consideration also needs to be given to how the risks and costs associated with non-domestic 

base loads are socialised across the network, and whether domestic consumers should pay for 

the risk associated with non-domestic heat network consumers.  

Improved understanding and data sharing across the industry will help the market to better 

understand the heat profile of non-domestic users and accurately account for the risks 

associated, leading to better forecasting and more cost-reflective pricing. The ADE are eager to 

continue to work with BEIS to assist government in better understanding the nuances of how 

non-domestic heat network consumers use and interact with heat networks.  

Q12. Do you agree that a minimum level of performance and quality standards should 

be mandated for existing networks as well as new networks? What would you expect 

this to include?   

In principle, the ADE agrees that minimum performance and quality standards should be 

mandated for existing networks, as well as new networks, with the caveat acknowledged within 

the proposals that for some existing networks, reaching performance and quality standards may 

not be viable. The ADE strongly supports government’s proposal for a proportionate response in 

these circumstances, as long as consumers on the scheme are experiencing sufficient levels of 

performance. 

Heat Trust performance and quality standards or equivalent should be mandated as a minimum. 

This includes requirements around maintenance, complaints handling (including access to an 

ombudsman), customer protections, (including protections for vulnerable customers), 

performance standards, establishment of customer protections within heat supply agreements or 

equivalent, and clear, regular bills.  

For existing networks, clear signalling should begin now on the direction that regulation and 

legislation will take, to ensure that enough time is given for networks to make adjustments to 

meet the requirements laid out. With clear timelines and appropriate timescales, most existing 

networks should be able to offer the same level of customer protections as new networks. The 
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ADE would encourage the government to work with industry to improve understanding about how 

poorly performing networks can be brought up to appropriate standards. 

Q13. How could information on heat networks and related services be better provided 

to relevant consumers, both during property transactions and through billing?    

With regard to billing, the standards set by Heat Trust are appropriate and have been designed to 

be comparable to the standards set in other utilities. Requirements that bills are clear, expected 

and regular should be placed on heat network operators. Bills should clearly explain standing 

charges, and the relationship between heat usage and costs. This helps to ensure consumer 

confidence and in turn, investor confidence. There is also opportunity within industry for 

operators to provide information to customers on how to reduce bills. It is worth considering how 

‘best practice’ examples, such as those identified in the CMA’s market study final report, could be 

more widely shared across industry to continue to encourage improvement. 

There are particular challenges with ensuring pre-transaction information is communicated to 

potential heat network customers. Cross-sectoral engagement between government, the heat 

networks industry and the real estate industry could help to improve understanding of how 

information can be better communicated to relevant consumers at the time of sale. This could 

help to outline best practice in the area and identify whether further regulation is needed. For 

those in fuel poverty in particular, communicating basic information about the billing structure of 

a heat network before purchase or rent is particularly important given the limited flexibility in this 

area.  

Protecting all heat consumers 

The ADE is pleased to see that the government, through this document, is considering the future 

of the heat market, including the potential move towards service-based models in an outcome 

economy. The Association welcomes the view that a flexible framework that can accommodate 

business innovation, including service models, is important for meeting consumer needs, 

increasing investment in the market and reducing capital costs.  

Technical standards 

The government has said it “believe[s] industry should continue to lead on technical standards 

and training”, which the ADE supports. The Association is pleased that government will continue 

to engage with industry on how technical standards should be mandated, as identifying minimum 

standards across the industry will be central to consolidating the investability of heat networks. 

The Association will continue it’s work to develop a technical compliance scheme for heat 

networks alongside the broader quality assurance work of the Investor Confidence Project and 

BEIS, and looks forward to engaging further with wider industry and government over the coming 

year to continue the discussion on the enforcement of technical standards.  

The value of upskilling in the sector cannot be understated. Developing skills throughout the life 

cycle of projects will be crucial to achieving heat networks targets. As identified above, improving 

technical understanding, skills and training in the sector can help to mitigate the issues around 

consumption risk and counterparty risk in particular. This upskilling will help to drive our 

understanding of efficiency, so that systems can be used in a cost and carbon efficient way. There 

will also be a significant need to upskill within local authorities, which are likely to play a key role 

in strategic development of heat networks. Government has a role to play in creating a market 

that facilitates sustained investment in training and development by industry, by providing 

confidence in the sector.  
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Pricing and whole life cost considerations 

It is a promising start that BEIS agrees in principle with the CMA and Task Force recommendation 

for principles-based rules or guidance on pricing, and the ADE welcomes the opportunity to 

continue the discussion on this. The preference towards a principles-based approach at this stage 

in the market’s development is welcomed, and the Association agrees that tackling the drivers of 

higher heating bills on heat networks is a good starting place. The ADE would be happy to engage 

with BEIS to help further improve understanding on how the whole life costs of a network affect 

costs for the network owner/operator and prices for consumers over time.  

Business Rates 

The ADE is disappointed that business rates were not specifically addressed in the publication as 

it is clear that business rates reform will form an important part of a future thriving heat network 

market. Heat networks currently face high rates compared to other utilities, resulting in high 

costs for heat network owners/operators, a cost which can be passed on to the consumer. 

Addressing business rates is a key step to creating a self-sustaining heat networks market, and 

the Association is eager to work with government to progress reforms in this area. 

Ofgem 

Ofgem is well placed to have responsibility for overseeing regulation of the heat networks market. 

Ofgem is well established in the minds of consumers as the regulator for the energy sector, and 

thus adding a second regulator to the mix could prove confusing. It is important to protect and 

increase the ease with which users can access and understand the system, and the appointment 

of Ofgem will help to facilitate this by creating a single regulator for consumers to turn to for 

energy-related matters.  

Furthermore, the appointment of Ofgem may help to facilitate a more joined up energy system 

that works around the user. A single energy regulator means that forthcoming regulation can 

better work to de-segment the energy sector, and holistically approach regulation. 

That being said, whilst Ofgem already has many of the processes for regulatory oversight, 

government and Ofgem should be mindful of the stark differences of the heat network market 

and look to create appropriate approaches that reflect the specifics of the industry. Utilising 

existing structures that demonstrate standards, such as the Heat Trust and the upcoming 

Technical Compliance Scheme, will likely be an important feature of a future regulatory regime 

for a market which has significantly more actors than other utility industries. The regulator’s role 

in administering a Demand Assurance mechanism also requires further consideration – this may 

link to the existing principle that the regulator must ensure that the regulated entity has recourse 

to finance its activities. Ensuring the creation of an appropriate regulated investment framework 

will be key to ensuring this.  

The ADE welcomes ongoing engagement between government, Ofgem and industry to further 

understand the similarities and differences in the markets, and how such an appointment would 

work. 

The Association encourages the publication of a roadmap following the official appointment of a 

regulator, that reinforces the importance of facilitating investment and securing customer 

protection. This would signpost to industry what is expected to happen in this space and highlight 

the timescales that the market has to adjust to forthcoming regulation.  
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Next steps 

The Association welcomes the confirmation that BEIS will aim to consult on policy options for the 

forthcoming framework in summer 2019 and looks forward to the opportunity to continue 

ongoing engagement with government and stakeholders.  
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