Regulation and consumer protection – heat networks 

National policy and targets

In 2017 The Department for Business, Energy and Industrial Strategy’s The Clean Growth Strategy suggested that heat networks could meet the heat demand of 17% of UK homes and 24% of commercial and public sector buildings by 2050.
In 2019, to meet net zero emissions targets, the Committee on Climate Change’s Net Zero Technical
Report suggests that 80–90% of homes and all non-residential buildings must use low-carbon heat by 2050. One way of achieving this would be to use heat networks delivering heat supplied by renewable or waste heat sources.  Heat networks could technically provide 20% of UK heat by 2050. They provide 2-3% today.

The Competition & Markets Authority (CMA) recommended that heat networks sector should be regulated, a recommendation that Government accepted and took powers to implement through the Energy Act 2023.   These powers began to come into effect in March 2025.  The details of how these new regulations might impact on householders living in existing houses that is connect to district heating networks is discussed below. 
The Energy Act 2023 states that heat network zones should be established across England and Wales in locations where a heat network should provide the lowest carbon and lowest cost solution for heating and hot water. Successful zone operators will be granted exclusive rights to design, construct, operate and maintain district heating networks in the city or town, overseen by an independent Zone Coordinator. It is expected that local authorities will take on this role or appoint a Zone Coordinator. Zoning is currently being piloted in a number of areas with one of the pilots being in Bristol.  The houses in this study fall into the pilot Bristol zone.  There is no explicit commitment to connecting existing housing to district heating networks in these zones.  Vattenfall is the operator in the Bristol zone.  They make this statement: 
	Are there plans and timelines to connect existing houses onto the network? Connecting existing homes is something the UK as a whole is still working on and the sector’s immediate focus is connecting new build buildings to the heat network. We are exploring pilot projects for connecting existing homes locally to demonstrate technical and economic viability.[footnoteRef:2]  [2:  https://www.bristolcityleap.co.uk/wp-content/uploads/2025/06/Vattenfall-Bedminster-heat-network-FAQs-for-BCL-website-June-2025-updates.pdf#page=2&zoom=auto,-31,385] 

Developers of new large building projects, including social housing, in the zones are likely to be required by planning controls to connect to the heating networks but there will be a cost get-out if a developer can demonstrate that another heat source is cheaper with lower carbon emissions.  Such requirements are unlikely to be applied to existing housing, so in the case of social housing, it will be the landlord who would need to take the initiative in connecting to the heating network.   
Changing regime for regulation and consumer protection

Up until now district heating networks have been largely unregulated and consumer protection has fallen mainly to a voluntary scheme operated by the Heat Trust.  Not all current district heating schemes are signed up with the Heat Trust voluntary scheme including Vattenfall (in Bristol) and Bristol City Council.  Some of the new measures for consumer protection are based on the experience of the Heat Trust.  The requirements for effective consumer protection will be the same across all heat networks under the new regulatory regime.   

The regulation of heat networks is now under the Office for Gas and Electricity Markets (OFGEM). The new regime for consumer protection draws considerably on the experience and practice of regulating the competitive gas and electricity markets.  The key difference for heat networks is that they are monopolies and once a consumer is connected they have no alternative supplier and so cannot go looking for a cheaper tariff.  This gives much greater importance to the need for effective consumer protections for customers of heat networks and particularly regulation of prices. 

The new regulatory regime for all heat networks is being introduced in phases and currently it is about half way to full implementation.
· Launch of consumer advocacy and advice services (1 April 2025). Citizens Advice in England &Wales and Consumer Scotland in Scotland are providing the advice and advocacy services, and the Energy Ombudsman is running the consumer redress scheme. 
· Authorisation of heat networks (1 April 2025 to 26 January 2027).
· Launch of regulations (27 January 2026) overseen by OFGEM. 
· Registration (Spring 2026 to 26 January 2027).
OFGEM have stated that the Standards of Conduct are a key consumer protection mechanism in the Gas and Electricity market. So they are taking a similar approach with heat networks and they intend to have the Standards of Conduct in place from January 2026. In designing the Standards of Conduct, they are attempting to align protections with existing processes where appropriate. For example trying to mesh protections with those overseen by the Regulator for Social Housing (England).
Vulnerable customers and disconnections
It is currently proposed to align the heat networks ‘Consumer Objective’ with OFGEM’s overarching ‘Customer Objective’ that:  “each [type of] Customer, including each Domestic Customer in a Vulnerable Situation, is treated Fairly.”p45

OFGEM propose to define vulnerability as when a consumer’s personal circumstances and characteristics combine with aspects of the market to create situations where a person is: Significantly less able than a typical domestic consumer to protect or represent his or her interests; and/or Significantly more likely than a typical domestic consumer to suffer detriment or that detriment is likely to be more substantial. P55

The new regulations will also introduce the requirement for suppliers to operate a Priority Services Register (PSR) and provide specific services for consumers who need them. They also intend to introduce protections to ensure consumers who struggle to pay their bills are adequately supported and stay on supply, and that there will be a Social Obligations Reporting condition (as with gas and electricity). P55

The authorisation conditions for operators of heat networks will require that they do not disconnect:
· In Winter, a domestic premises that include a person who is under the age of 2, or is over the age of 75, disabled, terminally ill or chronically sick.
· At any time, a domestic premises which house a person who has a medical condition which means that, for medical reasons, they need to receive or may need to receive a supply of heating or hot water throughout the year. 
These vulnerable customers cannot have a prepayment meters forced on them.  Also where prepayment meters do not have the technical ability to proactively identify consumers who are, or are at risk of, self-disconnection, there must be a pathway to allow consumers to self-report this. 

OFGEM have stated that they expect to implement the Security of Supply authorisation condition 20 from January 2026. They also state:
	Introducing the Security of Supply principle is an important step in driving the reliability of networks across the sector and ensuring that suppliers and operators recognise the supply of heat as a regulated service and implement effective processes to reduce interruptions.[footnoteRef:3] [3:  Heat networks regulation: implementing consumer protections - Government response, DESNZ / OFGEM, August 2025 p 47
] 

This is an issue that is of greatest concern in older existing heat network.  In Bristol, the large-scale network that is being installed is very robust and as it will have multiple heat sources it is very likely consumer will face interruptions in supply of as a result of a single plant failure.

Citizens Advice will be the first point of contact for dealing with complaints that cannot be resolved by talking directly with operator. The ultimate arbiter for complaints will be the Energy Ombudsman but there remain some concerns about duplication with the duties of the Housing Ombudsman. 

It has been a common practice in heat networks operated by local authorities and housing association to bundle heating costs within service charges as part of a tenant’s rent.  The new regime will be working towards unbundling of heating costs and to stop new schemes operating in this way.

The one area where heat networks have been regulated for some time is on metering and billing.  This is seen as an area where regulation can provide an incentive for greater energy efficiency.  Many old schemes particularly in social housing operated without heat meters and made a flat charge for heating providing no incentive to householders to constrain demand.  The new Heat Networks Technical Assurance Scheme (HNTAS) and will require all customers to have a heat meter installed where appropriate.   The new regulations will also promote high standards in heat metering.  

Specific issues for new customers of heat networks living in existing housing

Contracts and tenancy agreements
It is recognised by OFGEM that that consumers on bulk supplied heat networks need to receive the same level of protection as those on networks where consumers are directly supplied.  At the level of existing housing being examined in this study it is most likely that consumers would have a direct contract with the district heating operator.  Having said that it may be more attractive to the operator to take on connecting to existing housing where these homes are grouped and the main contract is with the landlord.  So the concerns about ensuring the level of consumer protection are still pertinent. P33
Who a tenant goes to if there is query over their bill or that their HIU is malfunctioning will depend on who they are contracted with. It could be directly with the heat network operator or through their landlord if it is they who have the contract with the operator.  Vattenfall???
Contractual arrangements are a key concern for tenants of social housing.  There is still not clarity whether a supply contract can be included within a tenancy or lease agreement documentation or whether it must be a standalone document.  Including it with a tenancy agreement raises big concerns about whether arrears could result in eviction. OFGEM have offered the following as a clarification of this issue:
	…draft authorisation condition 9.2.1 states that a supply contract includes ‘a lease, tenancy agreement, service charge agreement or other agreement between the authorised person and the Relevant Consumer in relation to premises under which terms and conditions relating to the supply of heating, cooling or hot water by means of the Specified Heat Network are contained’[footnoteRef:4] [4:  Heat networks regulation: implementing consumer protections - Government response, DESNZ / OFGEM, August 2025 p 40] 


Price controls
OFGEM is currently consulting on the fair pricing guidance. A number of metrics are proposed for assessing whether an operator is meeting the principles of fair pricing.  The use of counterfactuals such as the costs of alternatives to district heating is being proposed. The cost of gas central heating is put forward as the main comparison to district heating. But it is recognised that as time moves on it will be essential to establish a robust heat pump benchmark. This will be tested in this study as comparisons will be made between the costs of district heating and air sourced heat pumps.  
Where the costs of connection and the maintenance of key equipment (such as Heat Interface Units) fall is also unclear. Standing charges are still under investigation. This links to the calls from heat network operators for the Boiler Upgrade Scheme to subsidise connections to the equivalent levels of the subsidy for installation of individual air-sourced and ground-sources heat pumps.  This is a crucial subject for viability of connecting existing housing to district heating networks. 
There are also concerns about who will be responsible for monitoring and enforcing pricing protections within heat network zones.  Will it be OFGEM or would it be more appropriate for the Zone controllers to take on this role? 
The strength of controls on pricing is still not clear.  In the 2024 government response to consultations on fair pricing it was confirmed that direct price regulation (such as a price cap) would not be introduced but that it would be kept under review.  In their consultation document on fair pricing, OFGEM commented on the proposed sanctions on operators if there are failures to follow the guidance: 
	If disproportionate pricing is found, an appropriate set of actions to address this will be considered. For example, we could use our order-making powers, or, where appropriate, we could impose scheme-specific pricing restrictions. We could also take wider actions using broader compliance or enforcement tools, for example requiring some form of performance review to identify interventions for long term cost reductions, impose consumer redress or issue penalties.[footnoteRef:5] [5:  Consultation: Heat networks regulation: fair pricing protections, OFGEM, 30/04/2025 p 86] 

Criticisms of the proposed controls on pricing basically come down to ‘OFGEM has powers but no mechanism’.  This may yet be resolved but it remains a key uncertainty where you have a monopoly supplier.
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