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Introduction 
 

This partial BRIA sets out the impact of proposals for an installation and 
maintenance licensing regime for heat networks on businesses. It has been 
produced to accompany a public consultation on our proposals. A final BRIA will be 
produced to support any future legislation in this area. 
 

Executive summary 
 

Issue and why it needs to be addressed 
 

The heat network sector in Scotland needs to expand if we are to reduce our 
reliance on fossil fuels, improve our energy security and ensure we meet our climate 
targets. At present some heat networks report experiencing challenges when 
installing or maintaining essential apparatus, for example when accessing land or 
road works are required. Without government intervention these challenges can 
delay or disrupt heat network development, slowing expansion of the sector and 
potentially discouraging investment. For example, at present if a proposed heat 
network’s pipes would pass under a road or railway line the developer needs to 
negotiate land access on a case-by-case basis. Costs and timescales can depend 
on the landowner, and there is a risk access will not be granted which could require 
re-routed pipework or even make the project undeliverable. Land access and other 
rights are also very important for maintenance and repair of operational networks, 
especially in emergency situations. Our proposals seek to remove these potential 
challenges and increase confidence in the sector. 
 

Intended outcomes 
 

Introduce an opt in installation and maintenance licensing regime to allow heat 
network entities to access the statutory rights and powers which they need to carry 
out essential work, related to their heat network. The licence application would be 
subject to suitability checks prior to any licence being awarded. 
 

Options  
 

This Partial BRIA identifies three options: 

• Option 1: An opt in installation and maintenance licensing regime (this is the 
proposal being consulted on). 

• Option 2: A mandatory heat network licensing regime. 

• Option 3: Do nothing. 
 

  



 

Sectors affected 
 

The proposal for an opt in licensing regime is expected to affect a limited number of 
large organisations involved in heat network installation and/or maintenance, who 
decide to apply for a licence. This may include private businesses, local authorities 
and public sector bodies such as hospitals or universities. The proposed regime is 
non-mandatory and no organisations will be required to obtain a licence. Any 
organisation involved in heat network installation or maintenance will be able to 
reach their own decision whether to apply for a licence or not. 
 

Engagement completed, ongoing and planned 
 

Initial proposals for the scope of rights and powers were consulted on as part of the 
Heat Networks (Scotland) Act 2021. Engagement with stakeholders across the 
private and public sectors has continued since then, primarily focused on how best to 
implement the 2021 Act proposals in light of new UK legislation. Engagement has 
also taken place with UK Government and Ofgem to ensure alignment of regulation. 
 

Anticipated impacts (intended and unintended, positive 
and negative) and mitigating actions 
 

There will be a cost for organisations which choose to apply for an installation and 
maintenance licence. Costs relate to staff time to complete the application and payment 
of proportionate fees to offset the costs of the licence regulator. These application costs 
are expected to be minimal and justified by the benefits granted to licence holders. 
Licence holders will have access to statutory undertaker rights and powers which will 
help overcome existing obstacles to heat network installation and maintenance. This in 
turn may increase investor confidence in heat network projects in Scotland.  
 
As explained further in the ‘Options considered so far/still open’ section below, our 
proposals are expected to remove double regulation and streamline requirements on 
the sector when compared to alternative regulatory options available under existing 
legislation. A more streamlined regime should also reduce costs for the regulator and 
applicants.  
 

Enforcement/ compliance 
 

Not covered by this Partial BRIA. 
 

Recommendations/ implementation plans 
 

Option 1 is recommended because it achieves our policy aims and is consistent with 
the Scottish Government’s Better Regulation Principles. 
 

Evaluation and monitoring of implementation/ review of 
BRIA  
 

Not covered by this Partial BRIA. 



 

Section 1: Background, aims and options 
 

Background to policy issue  
 

During our engagement with the heat network sector an issue has consistently been 
raised which can act as an obstacle to the development and operation of heat 
networks in Scotland. Most major utility providers such as gas, electricity and water 
companies have certain statutory powers which allow them to build and maintain 
their infrastructure. For example, powers to access land to maintain apparatus or 
carry out surveys, and powers to carry out road works. At present heat networks do 
not have equivalent rights and powers and industry have told us this is a problem for 
larger heat network entities being able to install and maintain heat networks at pace 
and scale in Scotland. 
 
The relevant rights and powers have already been defined by Part 6 of the Heat 
Networks (Scotland) Act 2021 (“The 2021 Act”). That Act also sets out a mandatory 
licensing regime which would confer the powers to licence holders. However, for 
reasons explained in the consultation paper which this BRIA accompanies, we are 
now proposing to introduce an alternative, opt in installation and maintenance 
licence regime via the Heat in Buildings Bill.  
 

Purpose/ aim of action and desired effect 
 

The purpose of installation and maintenance licences is to support the development 
of heat networks in Scotland at pace and scale by allowing heat network companies 
to access statutory undertaker rights and powers.  
 
The 2021 Act set ambitious targets for the amount of heat to be supplied by heat 
networks (2.6 Terawatt hours (TWh) of output by 2027 and 6 TWh of output by 
2030), in line with our wider targets to reduce Scotland’s carbon emissions. To meet 
these targets we need to significantly increase our use of heat networks across 
Scotland1.  
 
We are aware of major heat network projects in Scotland where the absence of 
statutory undertaker powers has acted as an obstacle – for example where the 
pipework required for large-scale projects will pass under roads or railway lines. At 
present businesses must acquire the necessary rights (e.g. rights to access land) on 
a case-by-case basis, and may have to change or delay projects where rights cannot 
be obtained. Removing these obstacles will make investment in large-scale heat 
network projects in Scotland more viable. 
 
The UK Government is taking forward similar proposals to grant rights and powers to 
licensed companies in England, meaning our proposals are necessary to ensure 
heat network companies in Scotland are operating on a level playing field. Because 
areas like road works are devolved a distinct Scottish rights and powers regime is 
required. 
 

 
1 Heat networks delivery plan - gov.scot 

https://www.gov.scot/publications/heat-networks-delivery-plan/


 

Options considered so far/ still open 
 

Option 1 – Introduce installation and maintenance licences under the Heat in 
Buildings Bill 
 
This is the proposal which we are seeking views on in the current consultation, and 
the details of which are set out fully in the consultation paper. We believe that this 
option would achieve the policy aim of granting rights and powers to the heat 
network companies which need them, without overburdening the sector with 
disproportionate regulation. 
 
Option 2 – Implement mandatory heat network licences under the 2021 Act 
 
The 2021 Act allowed statutory undertaker powers to be granted to holders of a ‘heat 
network licence’ issued under that Act. We could implement a mandatory licensing 
regime under this legislation to grant heat networks the powers they seek. However, 
as explained in the consultation paper, we believe that the licensing regime under 
the 2021 Act has been largely superseded by UK legislation and that implementing it 
would not align with the Scottish Government’s ‘Better Regulation Approach’2. 
 
Option 3 – Do not provide rights and powers 
 
This option would mean not introducing further legislation to provide statutory 
undertaker powers for heat networks. As explained in the previous sections, we 
believe this would disadvantage Scottish industry and risk the Scottish Government’s 
targets being missed. It would also put the sector in Scotland at a disadvantage 
compared to England where similar rights are conveyed. This option is therefore not 
being considered further. 
 

Sectors/ Groups affected 
 

Our installation and maintenance licence proposals are expected to affect a narrow 
sector of the heat network industry. As set out in the consultation paper our proposal 
is for an opt in licence, meaning only companies which want to access the 
associated rights and powers need to apply.  
 
We expect that mainly medium to large-scale heat networks are likely to require the 
rights and powers in question. For example, powers to survey land or conduct road 
works are unlikely to be necessary for a communal network consisting of a boiler 
room supplying heat to a single block of flats.  
 
Our most recent data suggests that of the approximately 1,090 existing heat 
networks in Scotland, 66% were communal systems (single building), and only 4% 
supplied heat to over 100 customers3. We therefore believe that the number of 
licence applications in early years may be low, perhaps 30 to 40. However we expect 

 
2 Our Better Regulation agenda states that regulation should be transparent, accountable, proportionate, 
consistent and targeted where appropriate. Business regulation - Supporting business - gov.scot 
3 Progress against our targets - Heat Networks Delivery Plan: review report 2024 - gov.scot 

https://www.gov.scot/policies/supporting-business/business-regulation/
https://www.gov.scot/publications/heat-networks-delivery-plan-review-report-2024/pages/4/


 

this number to steadily increase as the sector matures and new projects begin 
development. 
 
Applications may come from companies in the private sector, as well as local 
authorities or public sector bodies (eg hospitals or universities) involved in heat 
network installation or maintenance. Based on information from the Scottish Heat 
Network Fund we estimate around two thirds of applications will come from the 
private sector and one third from the public sector. 
  
Because we only expect applications from large organisations with experience in the 
heat and/or construction sector, we believe that complying with any licence 
requirements will not create any significant additional burdens. 
 
Installation and maintenance licences may also have limited, indirect impacts on 
businesses associated with heat network development and maintenance, such as 
the building industry, or companies specialising in areas like land survey, road works 
or traffic management. Licences may create new opportunities for such businesses, 
however they are unlikely to need to obtain a licence themselves as any work would 
be carried out under the conditions of a licence held by the heat network owner.  
 
It is proposed licence holders will be required to demonstrate financial capacity and 
insurance coverage to offer compensation should works carried out under the terms 
of their licence have wider impacts – for example if works on private land temporarily 
disrupt the landowner’s use of that land. 
 

Section 2: Engagement and information 
gathering 
 

Engagement approach 
 
We routinely engage with a broad range of heat network stakeholders including 
businesses which develop and operate heat networks, local authorities and public 
sector bodies which operate heat networks, trade associations and consumer 
groups. Engagement has taken place throughout the development of the 2021 Act, 
which sets out the rights and powers which will be available to licence holders, and 
while considering how best to implement these powers in light of subsequent UK 
legislation. 
 
Previous engagement has included: 

• Public consultation on proposals which informed the 2021 Act, the responses 
of which showed consensus that heat networks should be given rights similar 
to other utility companies to assist construction and maintenance of 
networks4. 

• Convening a licensing Stakeholder Engagement Group (SEG) bringing 
together a wide range of stakeholders to advise on the implementation of the 
2021 Act. Feedback from the SEG consistently recognised the importance of 

 
4 Heat Networks (Scotland) Bill: BRIA - gov.scot 

https://www.gov.scot/publications/heat-networks-scotland-bill-business-regulatory-impact-assessment/pages/2/


 

rights and powers, while noting possible regulatory duplication with GB 
legislation. 

• In May 2025 we held a series of stakeholder workshops seeking views on 
broad proposals to move from a mandatory licensing regime to an opt in 
approach. 

 
The current consultation is the primary opportunity to engage and gather information 
on our proposals to inform any future legislation. 
 

Internal SG engagement/ engagement with wider Public 
Sector 
 

Internal SG engagement 
 

All relevant policy areas within Scottish Government have been consulted, including: 

• Directorate for Energy & Climate Change: teams responsible for Heat in 
Buildings regulation; teams responsible for heat network delivery programmes 
such as the Heat Network Fund and Heat Network Support Unit. 

• Transport Scotland: Roads – operations team 

• Directorate for Financial Management: Finance Business Partner. 
 

UK/ Devolved Administrations 
 

The Scottish Government routinely engages with the UK Government and devolved 
administrations at official level. In particular we regularly speak to officials at the 
Department for Energy Security and Net Zero (DESNZ). We have kept UK officials 
aware of our proposals, and sought updates on equivalent regulations being 
developed south of the border to ensure regimes will be as interoperable as 
possible. 
 

Wider Public Sector 
 
The Scottish Government routinely engages with officials at the energy regulator 
Ofgem. We have kept Ofgem officials aware of our proposals, and sought updates 
on their proposals to deliver regulatory regimes under the Energy Act 2023, to 
ensure regimes remain interoperable. 
 
We have also engaged with local authorities which may be responsible for heat 
networks in their area, as well as public sector organisations such as universities, the 
NHS and Police Scotland, which own and operate large buildings with high heat 
demand which can act as ‘anchor loads’ for heat networks.  
 

International 
 
Not applicable. 
 
Business / Third Sector engagement 
 

We routinely engage with businesses involved in designing, constructing and 
operating heat networks.  



 

 
Public consultation 
 

This Partial BRIA accompanies a public consultation on our proposals which will run 
from 13 March 2026 to 5 June 2026. Consultation events are planned in March 2026 
and May 2026. 
 

Other stakeholders 
 

Not applicable. 
 
 

Section 3: Costs, impacts and benefits 
 

Quantified costs to businesses 
 

Under Option 1 it is expected there will be some costs for businesses which choose 
to apply for an installation and maintenance licence, in terms of staff resource 
required to complete the application process and payment of any associated licence 
fees. Fees may be payable at the time of application and while the licence remains 
active (for example an annual monitoring fee). However, these costs are expected to 
be negligible in the context of wider heat network development, and businesses 
which do not want to pay will not be required to apply for a licence. 
 
Fees will be proportionate and aligned with the costs incurred by the licence 
regulator. For example, the licence application fee will be based on the cost of 
processing one licence. These costs are difficult to estimate at this time but based on 
work done for the financial memorandum to the 2021 Act, a licence application fee 
could be between £3,150 and £5,250 (in 2019 prices)5. Further detail including 
indicative fee levels will be outlined in the financial memorandum and Final BRIA 
accompanying any future legislation in this area and are not available at the time of 
this Partial BRIA.  
 
If we were to take forward Option 2 (implement mandatory heat network licences 
under the 2021 Act), this would also result in costs for businesses in terms of 
application resources and fees. The application process set out in that legislation is 
more complex than what we are proposing for installation and maintenance licences, 
resulting in higher resource costs for businesses. Additionally companies would have 
no option to ‘opt out’ of applying and paying for a licence. The increased volume of 
licence applications under a mandatory regime, and the increased complexity of 
processing each application, may also result in higher fees to offset the costs of the 
licence administrator.  
 

Other impacts 
 

None identified. 
 

 
5 Heat Networks (Scotland) Bill | Scottish Parliament Website 

https://www.parliament.scot/bills-and-laws/bills/s5/heat-networks-scotland-bill


 

Scottish firms’ international competitiveness 
 

As noted in previous sections we understand that UK Government intend to bring 
forward a similar opt in rights and powers regime in England under the Energy Act 
2023 and associated regulations. Because areas like road works are devolved, our 
proposals are necessary to ensure that heat network developments in Scotland are 
not disadvantaged compared to those in England. Without an equivalent regime 
Scotland may become a less attractive place to invest in heat network development, 
limiting opportunities for the sector here which would have negative consequences 
for our goals of reducing reliance on fossil fuels, improving energy security and 
ensuring we meet climate targets. 
 
Similarly, we believe that there is a risk that taking forward Option 2 (implement 
mandatory heat network licences under the 2021 Act) would result in a 
disproportionately complex and expensive licensing regime in Scotland when 
compared to south of the border, which may disadvantage Scottish business. 
 

Benefits to business 
 

The primary aim of installation and maintenance licences is to support heat network 
development by granting rights and powers which will remove existing obstacles 
faced by companies when they need to carry out road works, land survey etc. These 
existing obstacles can increase costs for businesses because they must acquire 
rights on a case-by-case basis, and may have to change or delay projects where 
rights cannot be obtained. In exchange for the minimal costs noted above, 
businesses will be able to access the statutory powers to which they have 
consistently told us they require. 
 
Heat networks are major infrastructure projects and enabling them to proceed more 
efficiently is expected to create opportunities across the wider construction industry, 
as well as associated businesses such as road works and traffic management, 
consultancy services and so on. 
 

Small business impacts 
 

Because we expect the rights and powers available to licence holders to be most 
applicable to larger heat networks, the impact on small businesses are expected to 
be minimal. SMEs will not be under any statutory obligation to apply for a licence so 
will be able to decide for themselves whether they want to take on any associated 
costs.  
 

Investment 
 

Our proposals have the potential to make Scotland a more attractive place to invest 
in heat network development. Accessing the rights and powers available to licence 
holders should increase investor confidence that a project will be able to proceed 
without unanticipated setbacks or delays. 
 

 



 

Workforce and Fair Work 
 

Our installation and maintenance licence proposals are not expected to have any 
impact on the workforce or the Fair Work First principals. 
 

Climate change/ Circular Economy 
 
While the development of heat networks creates opportunities to harness waste heat 
from industrial and commercial sources, supporting circular economy principles by 
maximising resource efficiency, our installation and maintenance licence proposals 
are not expected to have any direct impact on climate change or the circular 
economy. 
 

Competition Assessment 
 

Our installation and maintenance licence proposals are not expected to have any 
impact on competition in the heat network sector. 
 

Consumer Duty 
 

Our installation and maintenance licence proposals are not expected to have any 
impact on consumers. Protections for heat network consumers will be provided via 
the GB-wide authorisation regime under the Energy Act 2023. 

 
Section 4: Additional implementation 
considerations 
 

Enforcement/ compliance 
 

The proposed installation and maintenance licences will be subject to conditions and 
limitations and anyone who obtains a licence may be required to demonstrate that 
they are complying with these. This might include, for example, providing evidence to 
the licence regulator that they continue to be involved in heat network installation 
and maintenance and that they have the financial resources to provide any 
compensation necessary (for example having insurance in place before conducting 
road works).  
 
The details of the licensing regime including monitoring requirements and any 
necessary enforcement or penalties would be set out in future secondary legislation, 
and are unavailable at the time of this Partial BRIA. 
 

UK, EU and International Regulatory Alignment and 
Obligations  
 

Internal Market/ Intra-UK Trade 
 



 

The proposed installation and maintenance licence regime will reflect a similar 
regime being introduced in England under the Energy Act 2023. This will ensure that 
Scottish organisations have access to similar rights and powers as those south of 
the border, without being subject to additional or duplicate regulation. 
 

International Trade Implications 
 

None identified. 
 

EU Alignment consideration 
 

Not applicable. There is no equivalent EU requirement to provide heat network rights 
and powers. 
 

Legal Aid 
 

No impact identified at this time – this will be considered under the Final BRIA 
accompanying any future legislation. 
 

Digital impact 
 

No impact identified at this time – this will be considered under the Final BRIA 
accompanying any future legislation. 
 

Business forms 
 

Any future licensing regime will involve the development of application forms and 
other associated paperwork. This will be considered under the Final BRIA 
accompanying any future legislation. 
 

Section 5: Next steps and implementation 
 

Recommendations/ preferred options 
 

The current consultation is based on our proposals under Option 1.  
 
We believe that option 2 (implement mandatory heat network licences under the 
2021 Act) would not align with Scottish Government’s Better Regulation Principles, 
and may increase costs for businesses and government. Option 3 (no action) would 
not achieve our policy aim of enabling expansion of the heat network sector. 
 

Implementation considerations/ plan 
 

To be considered under the Final BRIA accompanying any future legislation. 
 

Post implementation review 
 

To be considered under the Final BRIA accompanying any future legislation. 



 

Declaration 
 

I have read the Business and Regulatory Impact Assessment and I am satisfied that, 
given the available evidence, it represents a reasonable view of the likely costs, 
benefits and impact of the leading options. I am satisfied that business impact has 
been assessed with the support of businesses in Scotland. 
 
I am also satisfied that officials have considered the impact on consumers as 
required by the Consumer Scotland Act 2020 in completion of the Consumer Duty 
section of this BRIA. 
 
 
 
Signed:  

 
 
Date: 16 February 2026 
 
Minister's name: Màiri McAllan MSP 
 
Minister's title: Cabinet Secretary for Housing 
 
Scottish Government Contact point: HeatNetworks@gov.scot  

https://www.legislation.gov.uk/asp/2020/11/notes/division/2/1/2/1/3
mailto:HeatNetworks@gov.scot
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