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HM Government

UN GLIMATE
GHANGE

Heat and Buildings Strategy

Presented to Parliament by the Secretary of IN PARTNERSHIP WITH ITALY
State for Business, Energy and Industrial
Strategy by Command of Her Majesty

ARnHeat Networks are proven ¢
decarbonising heat and will play substantial roles

in any Net Zero scenario, so we need to build the

mar ket for them now. 0

fHeat networks will be a key technology in areas of high-density heat
‘ demand and where there are | arge | ow car b«
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Heat Networks 7 today to 2050
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A Heat networks currently provide 3% of UK heat demand and with
Government support could provide 20% of heat demand by 2050 in a
least-cost pathway to meeting carbon targets.

London networks

A They can unlock otherwise inaccessible large-scale renewable and
recovered heat sources such as waste heat from industry and heat from
rivers and mines, as well as provide cooling in a changing climate.

A They can interact with the energy system more effectively than building
level solutions, through load shifting, demand side response and

economies of scale.

Potential investment

A The investment potential presents
between £13 billion to £22 billion by E
2050 and is considerdtie biggest HN
investment opportunity in Europe

% heat from heat networks
Relative to existing size of heat market

— 2%

+10%
22 Iquitlolion N b, o annual growth
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The Heat Network Transformation Programme

Since 2013, HNDU support local authorities in England & Wales in early heat
network project development.

Heat Networks Delivery Unit

From 2017, HNIP offers gap funding to heat networks projects in commercialisation
& construction funding, accelerating market growth.

From June 2021 7 December 2021, the GHNF Transition Scheme will offer projects

commercialisation funding to help the transition from HNIP to GHNF. SISE Hieat

Heat Networks Investment Project Network Fund

The GHNF is a 3-year capital grant making scheme which will run from April 2022 1
2025.

The HNES Demonstrator is a one year grant scheme. It will support performance
uplifts to existing heat network or communal heating projects where outcomes for
customers and operators are sub-optimal. BEIS intends to launch a multi-year HNES
Main Scheme in 2022/23 subject to further funding.
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As well as driving new investment, we want a long-term market framework, that is
attractive to investors alongside a robust consumer protection framework.

Following our zoning trials across 6 cities in England, we believe that zoning can play
a very significant role in growing the sector. Our Consultation on Zoning closes on 19
November 2022. 2013 2022 2030
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The heat network market opportunity

Andrew Cripps
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Significant Potential

20%
There are currently over 14,000 heat networks in .
the UK, providing heating and hot water to 3%
approximately 480,000 consumers. -
Today 2050

But with Government support, zoning and investment from the private sector, they
could meet 20% of heat demand!

They are a key part of a least-cost pathway to meeting carbon targets
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Warning 1 this is my
opinion about what may

Zonlng HOW m|ght |t WOrk’) happen i not policy

A Imagine a Local Authority area i in
blue
A Some of it is higher heat density i
In orange
A Potential best solution for low
carbon heat:
A Heat networks in orange zone
A Heat pumps in blue zone
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Heat and Buildings Strategy

Figure 15: Indicative heat network zoning output

How might it work?

A Now find a heat
source 1 yellow i
e.g. EFW plant

Aln the Heat
Network, Zoning
powers are
granted to make
success more
likely.

Figure 15 is an indicative heat zoning output undertaken on behalf of Bristol City Council. The green zones reflect
areas of the city where heat networks are theoretically the lowest-cost option to achieve heat decarbonisation
based on current parameters and assumptions.
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Why Zoning?

Road

Buildings near a potential heat network
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If we only connect some buildings...
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If we connect nearly all buildings
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BEIS

Unlocking that potential

A Many observers think zoning and compulsion are vital to
drive transformation, providing

A Demand certainty
A Appropriate powers

A Potential for obligation for:
A Customers to connect to the network
A Sources to supply heat to the network
A Network to supply heat to customers

A These all make schemes more investable.

A It also means new opportunities could be unlocked
sooner.
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Department for

Business, Energy
& Industrial Strategy

Process
Define a zone

|dentify local heat source
Select a developer
Build out the network

Heat network zoning

Closing date: 19 November 2021
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There I1s lots to resolve...

Consultation closed last week which considered many issues
AWho will do what?

AWhat powers are needed?

AWhich buildings are included and how do some 'opt out'?
AHow will customers be protected?

AWhat regulations and who regulates?

AWho will pay for what?

Administering Authority Duration OJEU Contract Notice T: +44 (0)20 7201 8990
BEIS Ending 31t March 2023 (2020/S 240-594964) E: BHIVE@tp-heatnetworks.org
Managing Agent Further Information 1 King William Street I I

Triple Point Investment https://tp-heatnetworks.org/bhive London EC4N 7AF
Management LLP




Building on HNIP: creating a self-sustaining market

The Heat Networks Investment Project (HNIP) is a major Government project which is investing up to £320

capital funding in heat network projects, leveragingore investment

The aims:

1. Increase the volume of strategic, optimised and4cavbon heat networks built through provision of central
Government funding which will draw in significant additional investment;

2. Improve the quality of heat networks that meet local infrastructure and consumer needs; and

. Build the capability of project sponsors and the supply chain to develop heat networks of the right type and
quality.
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And

I ts wor kingé

A Total CAPEX of schemes awarded HNIP

funding exceed £600 million

A These heat networks will expand and / or
decarbonise thousands of homes and
hundreds of nhordomestic buildings over

the next 15 years

A Significant carbon savings to be realised

A Over £250 million has been offered by

HNIP* so far

* subject to funding agreements and conditions being met
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Some of the schemes that have been awarded funding

Ne"\lfcfh"'tle &= Gateshead

(»% MANCHESTER University ~fp8 Gateshe:

S ENERGY PARTNERSHIP

[\
[JPeel L&P
REALISING POSSIBILITY o

Galsliedll

¢ iM?:\}\'UPQLIU’\V\

\\' 55w BOROUGH COUNCIL

(é -
=)\ ANAA Cambridgeshire
e S ARA County C?)ur*r‘\

CARDIFF
CAERDYDD

Barking &
Dagenham

(D veoua

CORY

n VATTENFALL &
"]

e | ENERGY getik
BRISTOL 8- | Sttt

2 goerinn,,

OJEU Contract Notice T: +44 (0)20 7201 8990

(2020/S 240-594964)

1 King William Street
London EC4N 7AF

E: BHIVE@tp-heatnetworks.org




Low carbon solutions already being deployed

Energy from Waste -
Enfield

Ground Source Heat
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Seaham Leeds

Air Source Heat Pumps i Energy from Waste 1 SE
Pumps i Cambridgeshire Solihull London
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Energy i South Energy from Waste -

Gas CHP i Manchester

Mine Energy i Gateshead




