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Consultation Response | New London Plan 

March 2018 

Context 

The Association for Decentralised Energy (ADE) welcomes the opportunity to respond to the Draft 

New London Plan. 

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 more than 100 members 

active across a range of technologies. These include both the providers and the users of energy. 

Our members have particular expertise in district heating networks, combined heat and power, 

and demand side energy services, including demand side response (DSR) and storage. 

Summary 

The New London Plan’s ambition for a clean, green, low-carbon is welcome.  Finding an integrated 

approach to deliver energy locally is crucial if London is to meet its goals of sustainable 

development. 

The Association welcomes the Mayor’s recognition of expanding heat network development in 

London, and is encouraged to see that the New London Plan identifies that the regulatory barriers 

currently preventing this will require both Central Government and regional policy changes. The 

ADE is encouraged to see support for existing standards, and would like to continue working with 

the GLA to support mechanisms that ensure all London heat networks are procured, built and 

operated to a high standard. 

Further, the Association is encouraged by the Mayor’s vision for a ‘smart’ city, and welcomes the 

recognition that smart technologies, including DSR, have a crucial role to play in London’s future 

infrastructure. 

The ADE supports the Mayor’s ambition to improve the air quality in London. The Association 

would welcome the opportunity to work with the GLA to ensure proposals are introduced and 

implemented in a manner that will result in the best overall outcomes, including delivering 

tangible improvements and aligning with the wider ‘smart’ agenda. 

Response to proposals relating to heat networks 

Heat networks can provide a range of economic/social, technical, environmental, and 

employment benefits. In addition to being able to provide cost-effective heat to a range of 

customers, heat networks are a key tool in the decarbonisation of heat. Heat networks have a 

similarly positive impact on local jobs and growth. For example, meeting government ambitions 
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for clean growth by 2030 for heat networks could lead to up to 64,000 jobs created 

annually, over the five year lead-time of a heat network scheme delivery.1 

The ADE welcomes the Mayor’s strong recognition of the importance of expanding heat network 

development in London, and is encouraged to see that the New London Plan identifies that the 

regulatory barriers currently preventing this will require both Central Government and regional 

policy changes.  

Levelling the field 

The Association welcomes the ambition to level the playing field for heat networks with other 

utilities, and is supportive of proposals to:  

 Ensure heat networks have wayleave and access rights identical to gas, electricity and

water networks, which will help lower operating costs and improve investor confidence.

 Ensure heat networks are treated fairly under Business Rates law. While heat networks

continue to be subject to rates calculated using the Contractor’s Basis of Valuation then

network operators continue to pay more than their fair share. This also has a significant

effect on the financial viability of building and expanding networks. As such, further work

is needed to establish equitable treatment for heat networks with regard to Business

Rates.

Ensuring heat networks design delivers in practice 

The ADE welcomes the GLA’s interest and commitment to ensuring that all new buildings deliver 

their expected performance in reducing costs for residents and carbon emissions. It is right that 

the GLA and local planning authorities are taking the necessary steps to ensure building 

developers are meeting their delivery obligations. 

The Association is encouraged to see support for standards such as CP1 Heat Networks Code of 

Practice and the Heat Trust standards. The ADE is proud to have led in establishing these 

standards, and continues to work with industry on avenues to promote uptake and adherence to 

them.  

Further to CP1 and the creation of Heat Trust, the ADE, working with its members, is taking the 

next step to better ensure heat networks are properly built and operated. Currently there is no 

standardised mechanism for holding all parts of the supply chain to account to ensure that 

networks meet standards for network build. The Heat Network Technical Compliance Scheme 

currently being developed by the ADE plans to issue its first outputs in Autumn 2018 and could be 

similarly useful in ensuring all heat networks are required to be built and operated to the same 

high standards.  

The ADE sees that there is likely a need for the New London Plan to specifically require minimum 

technical and customer standards, allowing developers to use existing schemes such as Heat 

Trust, and the Heat Network Technical Compliance Scheme, as a way to show those standards 

have been delivered. The Association would welcome the opportunity to work with the GLA to 

develop these standards in a way that ensures all networks in London are efficient, reliable and 

affordable. 

Building on strong foundations: A role for competition and regulation? 

Delivering high customer service and technical standards has taken industry leadership, but there 

is more to be done to ensure every heat networks deliver for their customers. 

1 Market Report: Heat Networks in the UK. The ADE, January 2018. p11. 
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In addition, the loss of direct Government support in 2021 and the absence of clear investment 

signals as exist for water, power, and gas networks means the industry needs a sustainable, 

long-term investment framework. 

To meet these twin ambitions, the ADE launched an industry-led Task Force comprising of 

industry, consumer representatives, and the financial community (as well as observers from 

Government, Ofgem, and the Competition and Markets Authority).  

The ADE recently published the industry Heat Network Task Force report2 of recommendations on 

Post-2020 Heat Network Arrangements, which focuses on further protecting customers by 

reducing investment risk for new district heating networks to a comparable level with new gas, 

water and power network investments. By doing so, the result will be reduced cost of investment, 

and this helps drive down the cost of heat to customers, and increase investment into the sector. 

The Shared Warmth; Industry Heat Network Task Force Report can be found on the ADE 

website.  

The Heat Network Task Force concluded that a regulatory framework which includes a Demand 

Assurance linked to customer service obligations is the only model that addresses the vital risk of 

future heat demand.  

Demand Assurance is a proposed model in which a heat network developer would produce a 

Strategic Plan for a heat network development. The plan would be based on reasonable 

expectation of heat demand arising from customer connections as the heat network is built out. 

The Strategic Plan would be submitted to a regulator (or their agent) for consideration. Once a 

Strategic Plan was approved, a Demand Assurance covering the heat demand, based on customer 

connections set out in the Strategic Plan, would be offered to the developer. This Demand 

Assurance would assure investors that, should the heat demand not arise as predicted under the 

plan (either in capacity or timing), an element of the investment would be protected. As a 

minimum this protection would cover the cost of capital for demand shortfall. The Demand 

Assurance would operate as a safety net, ensuring that the heat network developer was 

incentivised to secure new heat customers as quickly as possible to achieve the returns 

anticipated. As part of the Demand Assurance, the developer would be obligated to meet 

conditions including minimum customer service requirements, and heat network design and build 

standards. These conditions would be based on mitigating the other risks associated with a heat 

network, including the risks faced by customers.  

Such a framework would provide an opportunity to mitigate the other key risks through 

conditions obligated as part of the Demand Assurance. This approach enables investment through 

de-risking in the heat network market to a level equitable with the regulated utilities.3 

The ADE would welcome the opportunity to continue working with the GLA on identifying ways in 

which industry and Government can work together to deliver an enduring heat network market 

that works for customers.  

Creation of Heat Network Priority Areas  

The creation of Heat Network Priority Areas has the potential to contribute to incentivising 

investment in heat networks, as part of a wider policy framework. Additionally, the identification 

2 Shared Warmth | A heat network market that benefits customers, investors and the environment. The 

ADE, January 2018. 

3 Shared Warmth | A heat network market that benefits customers, investors and the environment. The 

ADE, January 2018. p19-20. 

https://www.theade.co.uk/resources/publications/shared-warmth-a-heat-network-market-that-benefits-customers-investors-and-t
https://www.theade.co.uk/resources/publications/shared-warmth-a-heat-network-market-that-benefits-customers-investors-and-t
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of Opportunity Areas will provide significant potential for joining up energy and planning 

strategies, and provide infrastructure to sustain growth.  

Developing and delivering heat networks requires many different stakeholders to come together. 

This proposal creates a welcome focus in key areas where there will be the most cost effective 

opportunities to deliver networks, and generates a greater expectation from all that networks will 

be developed. This will prove a useful signal to Local Authorities, developers and other 

stakeholders.  

As discussed above, to reduce heat network capital costs to the level which gas, water and 

electricity networks are able to secure, and therefore significantly increase the investability of 

heat networks, arrangements are needed which address the demand risk for future heat networks 

– this cannot be addressed by creation of Priority Areas. However, designating such Areas and

making data publically available will assist in increasing investor confidence in heat networks and 

in potential future demand, and as such the Association is supportive of this as a complementary 

policy.  

Making best use of what’s used: waste heat and energy system management 

opportunities 

There are major infrastructure opportunities to cut waste from the energy system that remain 

untapped. The ADE further welcomes the support for heat networks in the New London Plan, as 

networks can offer a cost-effective solution to capture waste heat alongside existing low-carbon 

generation such as CHP. In particular, heat networks in densely populated areas are an ideal way 

to collect waste heat and move it to the points of use. This cuts unnecessary energy waste, 

boosts security of supply and reduces emissions. 

Additionally heat networks have a key role to play in supporting the Mayor’s wider ambition for 

decarbonisation of the energy system. The power system has increasing needs for demand and 

generation flexibility to move to a fully decarbonized system. Heat networks can provide a 

significant flexibility through thermal stores. These thermal stores enable a disconnection 

between heat consumption and heat generation. This allows the heat generation to respond to 

power system needs while still serving customers heat demand. Services can be from flexible 

heat pumps, CHP and electric boilers. As heat storage is cheaper than battery storage it can be a 

cost effective tool in system management. The revenues from system management can also help 

drive down the cost of heat to customers. 

Making heat networks work for London 

Due to the expertise required to deliver on the proposals included in the New London Plan, the 

Association anticipates that some Local Authorities would require significant support to be able to 

effectively apply these policies. This is particularly true in situations where Local Authorities are 

the owner/procurer of a heat network, in which the delivery of the network to plan requires 

Authorities to be very well informed from the outset. The ADE would recommend the creation of a 

London-specific Delivery Body, and would recommend it focus on specific key outcomes: 

 Providing secondments and other forms of staff support to London boroughs to help them

gain the skills necessary to invest in, develop, and operate in heat networks. This would

also help mitigate any risk that a London delivery body would move skills away from the

boroughs, who need them for delivery, and into a centralised team

 Providing a network for London boroughs to share knowledge and learning across different

heat network development
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 Providing support to planning authorities to help them ensure new developments best

access secondary and existing heat sources and to deliver high quality district heating

schemes

 Helping support London boroughs to complete successful applications for HNIP. London

should set a goal that it secures its fair proportion of the HNIP money according to

population

 Support local planning authorities to reduce cost of heat network extensions to existing

buildings, potentially through better coordination with other civil engineering works

expected, to help address the high cost of extending existing heat networks to existing

buildings across roads and other public areas.

Response to proposals related to air quality and Combined Heat and 

Power (CHP) 

The ADE supports the Mayor’s ambition to improve the air quality in London. The Association 

would welcome the opportunity to work with the GLA to ensure proposals are introduced and 

implemented in a manner that will result in the best overall outcomes, including delivering 

tangible improvements and aligning with the wider ‘smart’ agenda. 

The ADE welcomes the recognition in the New London Plan of the important role of CHP in the 

expansion of heat networks. The value of CHP in London’s energy future is not confined to this 

market. As the CHP sector continues to innovate, the Association anticipates that it has a key role 

in delivering the objectives of the London Plan.  

Energy hierarchy and the role of gas CHP 

The Association welcomes the GLA’s updated Energy Hierarchy for the London Plan. The proposed 

energy efficiency target for homes and non-residential buildings will help to ensure the hierarchy 

is delivered with an ‘energy efficiency’ first approach; whilst recognising cost efficiency.  The 

Association would note that it will be important that gas CHP, as a carbon saving energy 

efficiency technology, continues to be clearly recognised within the hierarchy.  

Gas CHP plays a significant role in reducing carbon emissions. Whatever fuel is used, CHP 

represents the most efficient energy generation of that fuel. CHP using natural gas saves carbon 

by generating heat and power up to 30% more efficiently than other thermal power stations, and 

by pushing higher carbon thermal power stations out of the market.  

The carbon emissions factor for grid electricity can vary over the course of the day, depending on 

the power stations operating at each half hour. Balancing of electricity demand and supply is 

provided on a daily basis by thermal generators, such as coal and gas power plants. Government 

modelling shows that gas CHP will continue to reduce emissions even at very high penetrations of 

renewable and low carbon energy until the point where its power output exceeds that of other 

fossil fuel plant, an extremely unlikely scenario. Furthermore, those that are flexible can help 

address high grid carbon intensity periods.  

Therefore, effectively whenever gas or coal is on the electricity system, gas CHP will continue to 

deliver substantial energy and carbon savings. Other forms of CHP such as waste to energy and 

renewable CHP can deliver even greater emissions reductions. This means that CHP will continue 

to provide fuel and carbon savings against the alternative generator, which will be coal and gas 

generation until 2025, and then gas only through the 2030s. The Government modelling also 



ADE Response to the New London Plan 

March 2018 

www.theade.co.uk  Page 6 of 7 

found that gas CHP will save carbon emissions far into the 2040s and beyond if it is exposed to 

the wholesale price, as is the case with many schemes.  

The Association sees that CHP will have an important role to play in London’s energy future, and 

should be supported as it transitions into its future market. It is crucial that policy appropriately 

accounts for CHP’s contribution, and moves in a proportionate way to encourage innovation and 

best practice in the sector. The Association would be eager to work with the GLA to clarify the 

evidence base and precise definition of equivalence to ultra-low NOx boilers, to ensure that the 

baseline against which new installations will be judged is fit for purpose, in particular where they 

are replacing older installations, and to ensure that abatement measures and other factors 

affecting air quality at street level are correctly accounted for and effective air quality 

improvements are implemented. 

Ensuring appropriate baselines: focussing on real-world impacts  

The ADE supports the Mayor’s ambitious proposed air quality requirements. These requirements 

are designed to ensure that, using modelling, the local air quality impacts are neutral or positive. 

Unlike minimum technology or emission requirements applied at the source, the requirement for 

air quality neutrality (or positivity, where relevant) is the benchmark that London’s new buildings 

should be held to, as it is the one which most directly measures real world impacts. 

Past air quality regulations have focused more heavily on outputs than outcomes. The dispersal of 

emissions from a CHP can result in improved street-level NOx emissions. The recognition of CHP’s 

air quality benefits requires an accurate and appropriate measurement of NOx produced from 

CHP plants. It is not effective policy to compare NOx emitted in a dispersed and high level 

manner from CHP with that from low-level traffic or non-dispersed boiler emissions. In many 

cases, CHP with well-designed high level dispersion can lead to lower local NOx concentrations 

than ground level boilers. Future policy needs to account for this dispersion to enable CHP to 

compete on an even playing field. 

Proposals for CHP compared to an ultra-low NOx boiler should allow for dispersal modelling of 

NOx to ensure the comparison is based on the impact on local residents at street level, in line 

with the aims of the London Plan. 

The Association recommends, therefore, that the GLA set out clearly in Energy Planning Guidance 

(and any other related guidance documents) that new developments must show their projects are 

air quality neutral against the counterfactual of ultra-low NOx boilers as determined by air quality 

modelling, not point source emissions. 

Recognising heat networks, including those with CHP, as an enabler for better air 

quality 

The ADE welcomes the Mayor’s ambition to ensure that carbon targets are aligned with air quality 

requirements. The Association sees heat networks as a key way to help address both 

requirements in cost-effective ways. Whether supplied through CHP, heat pumps, waste heat or 

other sources, heat networks provide heat to multiple customers from a one or a limited number 

of energy centres. Having fewer points of heat generation enables regulators to monitor and 

control emissions more closely as larger and more efficient heat generators are more easily 

regulated, modernised, and monitored than a large number of smaller assets. This centralisation 

of heat generation gives policymakers greater ability to control emissions by focusing on fewer 

sources, allowing an easier transition to lower-carbon and lower emission technologies, such as 

heat pumps, over time. The ADE is encouraged to see strong recognition for the role of heat 

networks, including those with CHP, in the New London Plan.  
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Response to proposals related to Demand-Side Response (DSR) 

The ADE is encouraged by the Mayor’s vision for a ‘smart’ city, and welcomes the recognition that 

smart technologies, including DSR, have a crucial role to play in London’s future infrastructure.  

 

The Association is supportive of the proposal that smart technologies and DSR be actively 

considered in development proposals. In recognition of the complexity of interaction between 

different solutions, we would welcome the opportunity to work with the GLA as detailed plans in 

this area are developed, to ensure that the interactions between this and other policies – 

including those related to air quality - are fully considered. 

 

The next 5 years are crucial to establishing a strong, vibrant DSR market in the UK – allowing 

businesses and households to manage their energy costs whilst supporting the grid’s resilience. 

Recent reforms announced by National Grid to transform the market for balancing services and 

their early involvement in the EU-wide balancing mechanism, TERRE, are welcome in opening up 

markets to broader competition. Similarly, BEIS and Ofgem’s Smart Systems and Flexibility Plan 

and Ofgem’s current reform of forward-looking network charges have the potential to resolve 

numerous barriers to entry and more fully reflect the system value of DSR. As we transition to 

these new market arrangements, it is crucial that policy at both national and devolved levels is 

coordinated and ensures that the UK’s growing DSR industry can compete effectively. 

 

The ADE looks forward to continuing to work with the GLA to enable and further the ambitions set 

out in the London Plan. 

 

For further information please contact: 

Lily Frencham 

Senior Policy Manager 

Association for Decentralised Energy 

 

 

 




