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What do we want? TRUST
HEAT NETWORKS!
When do we want them? o
NOW! E

The PipeCo Concept for the UK Heat Networks market

lan Manders, Danish Embassy London & Dr Tanja Groth, the
Carbon Trust
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The PipeCo as an investment concept

> The CIBSE Heat Networks Code of Practice

Supply Company
Responsible for:
- Sale of heat to

Distribution
Company
Responsible for:

Generation Company
Responsible for:
- Capital investment in

customers
- Billing and customer
service center

Energy Centre
- Operating and
maintenance costs of

- Capital investment in
network

- Operating and

maintenance costs of

enegy centre
- supplying energy to
the network

Ownership options

network

customers

- supplying energy to

Company Generation Company Distribution Company Supply Company
Option (selection) Ownership Operater Ownership Operator Operator
A Commercial Commercial Commercial Commercial Commercial
B1 Municipal Municipal Municipal Municipal Municipal
B2 Municipal Commercial Municipal Commercial Municipal
C loint Venture Joint Venture loint Venture Joint Venture Joint Venture
D1 Commercial Commercial Municipal Municipal Commercial
D2 Commercial Commercial Municipal Municipal Municipal
El Municipal Municipal Commercial Commercial Commercial
E2 Municipal Municipal Commercial Commercial Municipal
F Community Community Community Community Community
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How does the PipeCo connect heat
networks with investors?

The PipeCo: an alternate approach to financing

heat networks
29 February 2016 | Viewpoint

District heating Is booming In the UK, but to pose a serlous alternative to the gas network a different funding
madel Is needed, according to lan Manders and Tanja Groth

The UK Chancellor's Autumn Statement In Movember last year dedicated over £300 million of funding for
200 heat networks which are expected to generate enough heat to supply the equivalent of over 400,000
homes and leverage £2 billlon of private capital Investment.

‘While the new government funding s welcome, much more must be done to make heat networks a viable
alternative to the UK default of individual bollers fed by the gas distribution network. Unfortunately, the history
of district heating In the UK has been a cycle of mink-boom and bust as varlous government grant schemes
were Initlated and then withdrawn. In our present political climate, to achieve district heating at scale a new
financial model Is reguired which Is viable without long-term government handouts.

In the UK the term “district heating™ has been a
catch-all description ranging from two or more
bulldings sharing the same heat source, up to cly-
wide distribution systems with hundreds of
propertles such as already exists In Shefflield,
Birmingham, Southampton and Woking. District
heating at scale Is more commaonplace In eastern
and northern European cities and heat supply may
be requlated In 2 manner similar to other energy
utllities.

The situation In the UK Is different. Unregulated and
under the radar, UK district heating scheme start-ups
are small and considered as discrete projects, often
based on a housing estate, a campus or a group of
public bulldings.

How does a Heat Network work?

A heat network consists of two separate assets —
distribution (pipes) and generatlon fenergy centre).
In Denmark, where district heating supplies over 60
percent of househald heating, local authorities and
communities own 56 percent of all generation
assets and 91 percent of all distribution assets with
commercial ownership of the remainder.

The spiit in ownership means a mix of low or zero
carbon heat generation can be used depending on
availability and cost, Including heat pumps, waste
heat from thermal electriclty generation (Combined
Heat and Power), combustion of municipal waste
and biomass, and efected heat from industrial
processes.
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> £2bnis more than the existing players
can leverage, especially in the next 5
years

> “Attracting invests at the scale needed
remains, however, a challenge,
especially at the local level, mainly due
to lack of awareness and expertise in
small-scale financing (add something on
district heating).”

» Slide from Paul Voss presentation -
leaked paper on the Energy Union
from 2015
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