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About this guide

1. About this guide
Following release of the Pre-qualification Guidance, this document sets out complete
guidance for Full Applications for the Heat Networks Investment Project (HNIP) capital
scheme, and is designed to support those completing a full application. This document
provides information on:
•

State aid compliance (section 6.8);

•

How the assessment and scoring of bids will be undertaken (chapter 7);

•

Monitoring and reporting requirements (section 10.3); and

•

Decision review process (section 11.3).
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2. Heat Networks Investment Project
Introduction
In November 2015, the Government announced that it was making available £320m of
capital funding to support investment in heat networks1 over the next five years. This is
expected to draw in up to £2 billion of additional investment and lead to the construction of
hundreds of heat networks in England and Wales.
Our investment support aims to increase the volume of heat networks being built to deliver
cost effective carbon savings, whilst benefiting consumers and helping to create the
conditions necessary for a self-sustaining heat network market to develop.
Following a public consultation2 held in June - August 2016, the Government published a
consultation response document3 setting out the evidence received from the consultation
and a summary of the decisions taken for the pilot scheme. The consultation response set
out the following:
•

A pilot scheme is being launched now for applications this autumn, with initial
payments to be made by 31 March 2017. The budget available for the pilot scheme
is up to £39m, split across two financial years (2016/17 and 2017/18).

•

The pilot scheme will consist of one single competitive funding round and will inform
the design of the main scheme, which is expected to open in 2017 and run for four
years.

•

The pilot scheme is open to local authorities and other public sector bodies
excluding central Government Departments, noting that there are some restrictions
on the type of finance that some public sector organisations can accept.

•

Applicants can apply for grants or loans

•

Any efficient heating and cooling networks (including those that also generate
electricity) meeting our technical and customer requirements in England and Wales
are eligible to apply for support.

1

Providing heating and/or cooling and those that also generate electricity (referred to as ‘heat networks’
throughout the guidance document)
2
Heat Networks Investment Project Consultation Document, published 29 June 2016
3
Heat Networks Investment Project Consultation Government response, published 17 October 2016
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•

Eligible costs include the construction, expansion, refurbishment and
interconnection of heat networks, including works to access recoverable heat and
upgrade of heating systems inside some existing properties as well as
commercialisation phase costs (where they are capitalised).

•

Multiple criteria will be used to score and rank applications with respect to their
carbon savings, customer impact and social net present value.

There is a two stage application process. At pre-qualification, applicants need to tell us
what funding they are looking for and answer a short set of questions to confirm that the
project is eligible. At full application, detailed project documentation is required in order to
assess project quality and to score the project against key criteria. Applications will be
ranked against the benefits delivered and funding will be awarded to the projects with the
highest scores and hence provide the best value for money, within the overall pot of
available funding.
The full timings for the application process are set out in Table 1 within chapter 4,
‘Application Process’.

3

Scheme administration

3. Scheme administration
3.1 First funding round – the pilot
The first competitive funding round of the scheme is a pilot. This will be a single funding
round in this financial year (2016/17), which will take applications for spend relating to the
2016/17 and 2017/18 budgets (for spend by March 2018 and March 2019 respectively).
Independent evaluation of the pilot will be commissioned in parallel which will allow us to
improve the design of the scheme in future years and increase its effectiveness over the
period to March 2021.

3.2 Roles of BEIS/Salix Finance
HNIP is a scheme developed and managed by the Department for Business, Energy and
Industrial Strategy (BEIS). BEIS and its contractors will undertake the detailed technoeconomic and commercial analysis of heat network projects that apply to the scheme and
meet the minimum eligibility criteria, and will assess and score eligible projects. These
assessments will go to a Panel for final decision.
Salix Finance is undertaking administration of the pilot scheme on behalf of the
department. This includes handling applications via a web portal and providing a direct
point of contact for applicants as well as the financial administration for the scheme,
issuing loan and grant agreements, making payments, and monitoring loan conditions on
behalf of BEIS.
HNIP is a separate scheme from the current public sector energy efficiency scheme which
is administered and managed by Salix. For more information on the Salix public sector
energy efficiency scheme please use this link.
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4. Application process
4.1 Application process and key dates
To bid for HNIP capital, projects need to submit a two stage online application, and will be
assessed against a range of criteria. Projects that best demonstrate value for money and
contribute to HNIP’s aims, will be ranked with against other eligible projects and
considered for funding awards under either fiscal or non-fiscal funding as appropriate and
according to availability of funding – see table 2 for a definition and examples of non-fiscal
funding).
The application window for the pilot opened on 17 October 2016. The application process
is split into two stages.
1.

Pre-qualification: an online self-declaration form consisting of eligibility questions
to determine if a project is eligible and also ready to progress to submitting a full
application. Applications failing this stage will not be invited to progress to full
application, but will be provided with automated feedback and can resubmit
answers within the application window.
Pre-qualification applications will be open until 18 November 2016.

2.

Full application: an online form asking applicants to reconfirm eligibility and to
provide additional data, including an upload of project documentation that will
inform the assessment and scoring. Those applicants whose self-declaration has
been verified and have submitted applications for deliverable projects with
sufficient quality of supporting documentation will enter the assessment process.
During the assessment window, these applications will be assessed, scored and
ranked in order to determine which deliver best value for money in line with HNIP
aims.
The full application window will be open until 28 November 2016.

Important note: Full applications that are submitted in advance of the closing date will
have more scope for feedback prior to a final decision on the application being made,
increasing the prospects of BEIS being able to resolve queries and provide
clarifications on the application.

Applicants will want to ensure that the documentation they submit is complete and of high
quality as this is a competitive process. Where assessors require clarifications on
5
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submitted applications, HNIP will endeavour to request these to enable applications to be
fully assessed. However, if there are fundamental issues with the quality of supporting
documentation received then there may not be an opportunity to resolve this in a timely
manner. There will be an opportunity for eligible projects to reapply in future funding
rounds (subject to evaluation of this pilot and subsequent decisions on proceeding with the
main scheme). Please see Annex A for an application process flow diagram.

Table 1: Application process dates
Stage

Key Dates

Pre-qualification application window opens

18th October 2016

Full application window opens

28th October 2016

Pre-qualification closes

4pm 18th November 2016

Full application closes

10am 28th November 2016

BEIS assessment ends

January 2017

Notify applicants of award decision and
conditions compliance period

February 2017

Contract agreement and funding
commitment

February and March 2017

Funding transferred

From March 2017
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5. Before applying
5.1 When to apply for HNIP funding
Heat network projects seeking HNIP funding must have completed the following
development stages:
•

Heat mapping and energy masterplanning: Area-wide exploration, identification and
prioritisation of heat network project opportunities.

•

Feasibility study and detailed project development: An increasingly detailed
investigation of a project-specific opportunity, including technical feasibility, design,
financial modelling, business modelling, customer contractual arrangements and
delivery approach, and at least at outline business case stage.

Some applicants may also have completed some or all of:
•

Commercialisation: Development stage in which the project sponsor contractually
secures investment and future revenues, procures and appoints a delivery partner
(where required), obtains relevant permissions and permits and makes any
technical changes required as an outcome of the interplay between the financial
and contractual negotiations set out above. This may include detailed design, if
delivery were to be contracted as a build (and operate).4

See ‘Application documentation checklist’ (section 7.4) for further details on the quality of
documentation and evidence that should be submitted as part of a full HNIP application.

4

Further detail on these stages can be found in the HNDU guidance on page 6
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Figure 1: Development to delivery diagram
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6. Scheme Overview and Rules
This chapter provides an overview of the scheme and sets out the rules that will need to
be followed. It includes details on:
•

The organisations that are eligible to apply for funding;

•

The funding mechanism options available to applicants;

•

The types of heat networks that are eligible, and the technical and consumer
protection requirements;

•

How to assess your project’s funding requirements, including details on application
evidence requirements, and HNIP funding limits;

•

The investment costs that are, and are not, eligible for HNIP funding; and

•

State aid compliance.

9

Scheme Overview and Rules

6.1 Organisations that can apply directly for capital – ‘the
applicant’
Public sector organisations in England and Wales, except central government
Departments, are eligible to apply directly (see on-investing information below) for capital
support in the Pilot (noting that there are some restrictions on the type of finance that
some public sector organisation can accept).
Organisations which are not eligible to apply directly in the pilot include:
•

Private sector organisations;

•

Community or not for profit groups;

•

Organisations in Scotland or Northern Ireland; and

•

Central government departments.

Applicants must be either heat network sponsors and/or owners who may also have
a role in operation. Entities that are operators only and have therefore been contracted by
the owners are not eligible to apply directly for capital in the pilot.
Project sponsor - Entities that initiate heat network projects. They may or may not decide
to own or operate the heat network.
Owner/Operator – Entities that both owns and operates a heat network (operators only are
not eligible to apply).

Applicants will identify their organisation type in the pre-qualification online
application form to determine eligibility. This will not be asked again in the full
application form.
Available funding mechanisms
Within the constraints set out in Table 2 below applicants can choose whether they wish to
apply for either a grant or a loan. However, BEIS reserves the right to offer an alternative
funding mechanism to successful applicants e.g. where an applicant applies for a grant, a
loan may be offered or where an applicant applied for a loan, a grant may be offered in
order to maximise the impact of the scheme. Further information on grants and loans is
provided in ‘funding mechanisms’ (section 6.7).
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Commercial structures in which HNIP funding can be invested and corresponding
funding mechanisms
Heat networks can adopt a variety of commercial structures involving the public and/or
private sector. Whilst only eligible public sector bodies (as defined above) can apply
directly for capital in the HNIP pilot, it is anticipated that in some circumstances this money
will be invested into either a public sector controlled or private sector controlled entity;
sometimes referred to as a ‘Special Purpose Vehicle’ or SPV.
The commercial structure of the heat network in which the HNIP capital will finally be
invested will define what kind of HNIP funding mechanism the applicant can apply for.
Table 2 sets out the available options.
There is a fixed annual HNIP budget which includes a proportion of fiscal and non-fiscal
capital. How capital will be used will determine whether an applicant is applying for fiscal
or non-fiscal capital. Non-fiscal capital must be invested beyond the public sector
boundary through a loan or as equity.
Table 2: Funding mechanism options
HNIP funding How HNIP capital can
be on-invested by
mechanism
Commercial structure of the heat network in
applicant.
options, to be
which HNIP funds will be invested
selected by
Fiscal / non-fiscal
applicant
classification
Wholly public sector owned heat network –
operated as part of the public entity

Grant
Loan

N/A

Fiscal

Wholly public sector owned heat network –
managed through a separate public sector SPV

Grant
Loan

Grant
Loan
Equity

Fiscal

Public sector controlled heat network –
controlled by the public sector in partnership
with the private sector

Grant
Loan

Grant
Loan
Equity

Fiscal

Private sector heat network - public sector HNIP Grant
applicant providing funding to a majority or
wholly private sector controlled heat network
Loan

Grant

Fiscal

Loan
Equity

Non-fiscal
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In Table 2 above, the word ‘control’ is used to define whether the heat network is public
sector or private sector. Control is defined as ‘the ability to determine the general policy or
programme of that entity’.
Guidance as to whether an entity should be regarded as publicly controlled is set out in in
section 1.2.3 of the Manual on Government Deficit and Debt. ‘Concept of a governmentcontrolled institutional unit’ (pages 15 – 18). It involves consideration against a range of
criteria such as; rights to appoint, remove, approve or veto a majority of officers, board of
Directors and appointments for key committees (or sub-committees) having a decisive role
of its general policy and share of ownership of the voting interest.
Heat networks triggered by planning conditions can only apply for funding for
additional features (additionality test 2)
Some heat networks supplying new build properties will originate through local planning
requirements. These planning requirements are bespoke to each local area. Some specify
carbon reductions by any means and others mandate a cost effectiveness test for
installing or connecting to district heating and/or CHP. Where property developers choose
(or are directed) to discharge any obligations (e.g. meeting minimum energy performance
requirements in Part L of the Building Regulations, as well as local planning conditions) by
installing a heat network then in the HNIP pilot, an eligible public sector organisation could
only apply for funding for additional features (additionality test 2 – see section 6.3 for
definition) that otherwise would not have been incorporated to meet that obligation.
On-investing and discharging on HNIP funding obligations
Where HNIP funding is to be on-invested the funding recipient will be required to ensure
that all standards set out in the HNIP application or conditions of award, are reflected in
appropriate contracts. This will entail ensuring that the heat network is delivered in
accordance with HNIP requirements and ensuring that the SPV or on-invested
organisation will give information and audit rights to BEIS. This will be the case
irrespective of whether the HNIP award recipient has any controlling interest in the heat
network in which HNIP funding will be invested. This will be a ‘condition precedent’ of
release of funds.
Applicants will be asked at pre-qualification to declare the commercial structure in
which HNIP capital will be invested to identify which funding mechanism can be
applied for. Applicants will be asked to confirm commercial structures and funding
mechanism type at full application.

6.2 Eligible heat network types
Only the following types of networks are eligible to apply for HNIP capital. This includes
construction of new heat networks, refurbishment, expansion or interconnection of existing
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heat networks that are connecting new or existing buildings with domestic or non-domestic
customers - there are no ineligible heat uses.
•

Projects in England and Wales only – as defined by the postcode of the
proposed energy centre.

•

Heat networks providing heating and/or cooling and those that also generate
electricity (referred to as ‘heat networks’ throughout) – meeting the definition of
‘district heat network’ in the Heat Network (Metering and Billing) Regulations 20145,
being a network which distributes “thermal energy in the form of steam, hot water or
chilled liquids from a central source of production through a network to multiple
buildings or sites for the use of space or process heating, cooling or hot water”.
HNIP eligibility specifically excludes ‘communal heating’ which is defined as a
system which distributes “thermal energy in the form of steam, hot water, or chilled
liquids from a central source in a building which is occupied by more than one final
customer, for the use of space or process heating, cooling or hot water”.

•

Networks with no technical / contractual impediment to expansion. Applicants
do not need to provide plans for expansion or evidence that the heat network will
expand, but at application will need to confirm that should expansion opportunities
arise in the future:
o The contractual arrangements do not prohibit connection / expansion; and
o The technical specification of the network means that it wouldn’t be impossible
or economically unfeasible to expand / interconnect.

Technical and customer requirements
All heat network projects must meet the following requirements:
•

All projects must comply with the EU metering and billing requirements as
implemented into domestic law by the Heat Networks (Metering and Billing)
Regulations 2014 (as amended from time to time).

•

All heat networks must meet one of the following heat source requirements:
o 75% of the heat from non-renewable fuelled CHP;
o 50% of the heat from a renewable source;

5

Heat networks legislation for metering and billing: compliance and guidance.
https://www.gov.uk/guidance/heat-networks
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o 50% recovered heat; or
o 50% of the heat from any combination of renewable/recovered heat and
non-renewable fuelled CHP.

Applications must demonstrate, with evidence, compliance with this requirement.
Applicants should use the following metric – heat generated by the heat network over
the period when the initial primary heat source(s) are operating at full capacity. This
must be calculated for the project or phase(s) for which HNIP funding is sought (i.e. not
future expansions or changes in heat source for which there is no evidence and are not
part of this HNIP application). Applicants should plan to move to a lower carbon heat
source after the lifetime of the initial primary heat source.
Figure 2: lifetime to be used in HNIP applications - example for new heat networks

Project lifetime
Project lifetime for the purposes of an HNIP application will be defined by the applicant and
will be the duration underpinning the cash flow or financial model and the basis upon
which the business case is based. For many projects this is likely to be in the range of 2540 years and this bespoke decision could be defined by some of the following triggers:
•

The life expectancy of the major component of the system;

•

The contractual timeframe for the concession or heat supply or purchase
agreement; or

14
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•

The financial timeframes including duration of subsidies or time to recoup the
investment.

Figure 3: Lifetimes to be used within HNIP applications – existing heat networks

6

7

8

•

Where the chosen heat source is CHP (combined heat and power) applicants must
confirm that this will operate as ‘good quality’ CHP through CHPQA accreditation6.

•

Adherence to Code of Practice – applicants will need to confirm that the
preparation and briefing, feasibility and design sections of the CIBSE ADE Heat
Network Code of Practice CP1:20157 (CoP) have been used in the heat network
design. Applicants can demonstrate adherence to the CoP through use of the draft
CoP checklist8 that has recently been consulted, a final version of which has not yet
been published, on or their own checklist used to pass the technical design
between relevant parties at each stage. Confirmation of a commitment to meet the
requirements of the later sections of the CoP are also be required; construction and
installation, commissioning, operation and maintenance, customer expectations and
obligations.

Combined Heat & Power Quality Assurance Programme.
https://www.gov.uk/guidance/combined-heat-power-quality-assurance-programme
Chartered Institution of Building Services Engineers (CIBSE) and Association for Decentralised Energy
(ADE) (2015) Heat Networks: Code of Practice for the UK http://www.cibse.org/knowledge/cibsepublications/cibse-codes-of-practice; http://www.cibse.org/Knowledge/CIBSE-other-publications/CP1Heat-Networks-Code-of-Practice-for-the-UK
http://www.cibse.org/news-and-policy/consultations/closed-consultations/cp1-heat-networks-clientchecklists
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•

Consumer protection –
o Existing heat networks are required to be a member of Heat Trust or commit to
becoming a member of Heat Trust by the time the HNIP funded work
(expansion, interconnection or refurbishment) is operational or if the project is
beyond the scope of Heat Trust9 they must commit to offering equivalent
standards to domestic and micro-business customers.
o New heat networks must commit to becoming a member of Heat Trust by the
time the first domestic and micro-business customers are supplied or if the
project is beyond the scope of Heat Trust they must commit to offering
equivalent standards to domestic and micro-business customers.

At pre-qualification applicants will be asked a number of questions to confirm
whether their project relates to an eligible heat network of sufficient technical
quality and that meets the customer requirements. At full application applicants will
be asked to provide the relevant information to evidence these requirements.

6.3 Funding requirements and limits
HNIP will only contribute a proportion of total eligible capital expenditure (capex) and this
funding will lever in other sources of funding. Applicants will be required to demonstrate at
full application where they anticipate the remaining funding will come from. If successful,
the HNIP applicant or heat network owner/operator will need to secure the remaining
investment from other sources, which might include capital reserves, funding from owneroperators or third party investors and provide evidence of this before release of
construction funding.
This section of the guidance sets out how much HNIP funding applicants can apply for. It
also sets out how an award offer might vary from the amount applied for to ensure that
projects are not over-rewarded.
Funding gap approach (additionality tests)
Applicants must be able to demonstrate that their project could not go ahead without HNIP
support. The amount of HNIP support projects are eligible to apply for is known as the
project’s funding gap, and is individual to each project. The method for calculation of the

9

At present, Heat Trust cannot accept membership of all types of heat networks; in particular, networks
where customers do not have a specific heat contract and are not billed directly for their heat.
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funding gap depends on which of the two following tests are applied to the project, and is
described in more detail below.
At pre-qualification applicants will need to indicate which of the following additionality tests
is relevant to their project, and will need to confirm that they can produce sufficient
evidence to support this if invited to full application.
TEST 1 – new heat networks: This applies to projects that cannot go ahead without
support as the project financials (such as Internal Rate of Return), whilst positive, are not
attractive enough to secure funding. The funding gap in this case is the capital
contribution required to take the IRR without HNIP funding up to the hurdle rate IRR of the
equity investors. It is expected that applicants will have explored all other reasonable
sources of funding prior to applying for the scheme and will be required to provide
evidence to demonstrate this.

This also applies to new networks planning to implement some of the ‘additional features’
listed under the technical / commercial test, such as additional future-proofing / best
practice technical or commercial features that would deliver additional HNIP targeted
benefits, but capital cost is currently a barrier. These features will be considered as part of
Test 1 and do not need to be notified under Test 2.
•

Evidence: Applicant to provide two versions (or scenarios) of a cash flow or
financial model that has a calculated real pre-tax equity IRR10 with and without
requested HNIP funding award. Evidence must also be provided that demonstrates
that the real pre-tax equity IRR without requested HNIP funding does not meet the
hurdle rate of the equity investors. Evidence as to why the project cannot support or
access any/additional non-HNIP debt must be provided.

•

Tests:
o Is the real pre-tax equity IRR without requested HNIP funding lower than hurdle
rate of the equity investors?
o Does the real pre-tax equity IRR with requested HNIP funding meet the hurdle
rate of the equity investors?

10

Note that Equity IRR is required. Project IRR takes as its inflows the full amount(s) of money that are
needed in the project. The outflows are the cash generated by the project. The IRR is the internal rate of
return of these cash flows. The project IRR calculation assumes that no debt is used for the project.
Equity IRR incorporates debt finance, so the inflows are the cash flows required minus any debt that was
raised for the project. The outflows are cash flows from the project minus any interest and debt
repayments. Hence, equity IRR is essentially the ‘leveraged’ version of project IRR. For clarity projects
will be assessed on a pre-corporation tax real basis.
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o Is the project appropriately geared and have non-HNIP sources of funding been
eliminated as options?
TEST 2 – existing heat networks and networks initiated through planning: This is for
existing heat networks where there is an opportunity to incorporate additional futureproofing / best practice technical or commercial features into the heat network that would
deliver additional HNIP targeted benefits, but capital cost is currently a barrier. The funding
gap in this case is the capital contribution required to take the IRR with the additional
feature(s) up to the hurdle rate of the equity investors. It is expected that applicants will
have explored all other reasonable sources of funding prior to calculating their funding gap
and HNIP funding request and demonstrate such.

Where property developers choose to discharge any obligations (e.g. meeting minimum
energy performance requirements in Part L of the Building Regulations, as well as local
planning conditions) by installing a heat network then in the HNIP pilot, an eligible public
sector organisation can only apply for on-investment funding for additional features
(additionality test 2) that otherwise would not have been incorporated to meet that
obligation.
Pre-approved technical and commercial features are listed below.
•

Expansion, refurbishment or interconnection;

•

Network future-proofed for later expansion or interconnection;

•

Deploying best practice identified in CIBSE ADE Code of Practice CP1:2015;

•

Thermal store and modular approach to heat sources including the ability to provide
electricity system balancing;

•

Customer service innovation (including smart customer meters and controls) and
smart system management with robust monitoring strategy;

•

Low carbon and renewable systems that will exceed the minimum requirements of
HNIP: i.e. Heat network generating more than 50% renewable heat, 50% waste
heat, 75% CHP or 50% of a combination of renewable, waste and cogenerated
heat; and

•

Lower temperature primary heat networks.

•

Other features are eligible provided the applicant demonstrates that the additional
feature is something a) not happening commonly currently and b) helps to achieve
one of the HNI Project aims (set out in the introduction).
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For test 2 the following must be provided:
•

Evidence: Applicant to provide two versions (or scenarios) of a cash flow or
financial model that has calculated a real pre-tax equity IRR with and without the
additional feature for which HNIP funding is requested. Evidence must also be
provided that demonstrates that the real pre-tax equity IRR with the additional
feature for which HNIP funding is requested does not meet the hurdle rate of the
equity investors. Evidence as to why the project cannot support or access
any/additional non-HNIP debt must be provided. In addition, if the requested feature
is not on the list set out above, applicants must also provide:
o Evidence that this future-proofing / best practice technical or commercial feature
is not commonly deployed in UK heat networks currently; and
o That this feature will help to achieve one of the HNIP aims – delivering
additional/earlier carbon savings, delivering additional customer benefits or
helping the industry to transition to a sustainable heat network market.

•

Tests:
o Is the additional feature on the approved list or has evidence that it is not
happening commonly currently and meets HNIP aims been provided?
o Is the real pre-tax equity IRR with the additional feature lower than the hurdle
rate of the equity investors?
o Is the project appropriately geared and have non-HNIP sources of debt been
eliminated as options?

Shadow financial model and ceiling IRR
It is important that Government funding represents value for money and as such the HNIP
application assessment process includes a step to ensure that funding is not awarded on
inaccurate financial information and that projects are not over-rewarded.

Projects that are invited to submit a full application will need to provide a cash flow or
financial model. To check the robustness of these models, BEIS will create and run a
shadow financial model for each application.
At full application applicants will therefore be asked to complete an input template to
enable the creation of a BEIS internal shadow financial model. This template will request
inputs that have been used to create the project’s cash flow or financial model.
The outputs (such as IRR) of the applicant’s model will be compared to that from the HNIP
shadow financial model. Where these are outside an acceptable tolerance, then
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clarification will be sought from the applicant where there is sufficient time to do so. If the
mismatch cannot be resolved within the HNIP application assessment window then the
application will be rejected but the project can apply in a subsequent HNIP funding round.
Successful resolution of mismatched outputs may impact on the value of funding
requested.
In addition, the shadow financial model will be used to assess if the real pre-tax equity
IRRs do not exceed a ceiling set by HNIP. This figure will not be published.
Please note: successful applicants may not be awarded the full funding amount or type of
funding they have applied for.
HNIP will only contribute to a proportion of eligible capital costs
At pre-qualification and full application applicants will need to demonstrate where they
anticipate the remaining funding will come from. As part of the conditions of award,
successful applicants they will need to demonstrate at the end of commercialisation that
they have secured the remaining funding, before HNIP funding for construction is
released.
State aid threshold
As HNIP is a central Government intervention in the heat network market, it must comply
with European Commission rules on State aid. In order to provide funding, below market
rates, in a way that is compliant with these rules on State aid, HNIP pilot funding will be
awarded in accordance with General Block Exemption Regulation (GBER) Article 46
‘Investment aid for energy efficient district heating and cooling’11. Guidance on this is
provided in section 6.8 (‘State aid compliance’) and within Annex B.
Minimum funding value
A minimum funding threshold of £50,000 has been set for grants and loans. Any projects
whose funding gap, constrained by the other factors outlined in this section, is lower than
£50,000 cannot apply for HNIP capital.
Funding from other Government schemes
Applicants can combine funding from HNIP with other Government or EU funding schemes
if there is still a funding gap and this is allowable under relevant scheme rules and
compliant under State Aid obligations. Examples of types of funding that can be combined
are provided in Annex C.
11

Commission Regulation (EU) No 651/2014 of 17 June 2014 declaring certain categories of aid compatible
with the internal market in application of Articles 107 and 108 of the Treaty (2014) Official Journal of the
European Union L 187/1
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32014R0651&from=EN
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However, there are three specific restrictions. HNIP funding cannot be used to fund costs
for energy generation plant supported through the Renewables Obligation (RO), a
Contract for Difference (CfD) or the Renewable Heat Incentive (RHI), but it can be used to
fund costs for heat network infrastructure connected to the generation plant.
Applicants will be asked at pre-qualification how much funding they are requesting
and in what format, grant or loan, as defined by the commercial structure of the heat
network in which the money will be invested. This will need be evidenced at full
application in the financial model or cash flow model provided by applicants.

6.4 HNIP annual budgets and scoring spend
Applicants will be asked to specify when they will spend HNIP funding if successful. The
HNIP pilot has a fixed annual budget for 2016/17 and 2017/18. Awards will be ‘scored’ to
these budgets where they are being spent in the following fiscal year. Applicants can apply
for money from one or both years. The pre-qualification and full application form will ask
applicants to define whether their spend is fiscal or non-fiscal (see ‘Commercial structures
in which HNIP funding can be invested and corresponding funding mechanisms’ – within
section 6.1) and which fiscal year the money will be scored in.
Funding can only be awarded where there is available budget to do so. Therefore, HNIP
funding may not be able to be awarded to all eligible projects. The competitive application
process will compare applications and identify those that best demonstrate value for
money and contribution to HNIP aims so that decisions can be made on the best use of
the HNIP funding. All bids will be thoroughly reviewed and assessed by experts against
the scoring criteria outlined in this guidance, and ranked according to that score.
If the commercial structure in which HNIP will be invested allows, then applicants may be
offered an alternate type of funding. However, some projects that submit a full application
will not be successful in securing a funding award, either because their project or
application was not of sufficient quality or of reasonable value for money; or because
available funding was allocated to other applications identified as delivering better value
for money.
Please note: Information stakeholders have provided to us throughout the consultation
period indicates that competition for funding for spend by March 2019 will be higher than
for spend by March 2018. All applicants are encouraged, where possible therefore, to
consider how they could bring forward expenditure for spend by March 2018.
At pre-qualification applicants will be asked to specify in which year HNIP capital
will be spent. This will be evidenced at full application in the financial model or cash
flow model provided by applicants.
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6.5 Eligible investment costs
All future capital costs required to build the heat network are eligible, with the clarifications
and exceptions set out below, unless the boundary of the heat network is defined
otherwise by the applicant (i.e. where they are applying for a capital contribution to pipes
only). HNIP is not able to consider capitalised costs already incurred at the time of
application.
Commercialisation
•

Commercialisation will only be eligible for funding as part of a construction
application. The term ‘commercialisation’ is used to describe the heat network
development stage in which the project sponsor contractually secures investment
and future revenues, procures and appoints a delivery partner (where required),
obtains relevant permissions and permits and makes any technical changes
required as an outcome of the interplay between the financial and contractual
negotiations set out above. This may include detailed design, if delivery were to be
contracted as a build (and operate). This would be evidenced through transition
from Outline Business Case to Full Business Case, or equivalent such as RIBA
stages, in order to move to financial close and commence construction. The
technical, financial and legal ‘transaction’ costs are part of the eligible investment
costs that can be included in an HNIP application. Commercialisation costs must be
capitalised in order to be eligible.

Design, construction and commissioning
•

Primary network and energy centre: The boundary of HNIP eligible costs is
defined as the energy centre (e.g. land, building, plant, controls, thermal stores and
ancillaries) and the primary distribution network, including connection to buildings.
There are, however, some exceptions as set out below:
o Construction of heat sources where the primary function is not to supply the heat
network are ineligible for HNIP funding. These include:
− Construction of an energy from waste facility; and
− Construction of manufacturing, industrial or other pieces of infrastructure
from which heat is to be recovered.

•

Secondary distribution system upgrades: Secondary systems are defined as the
part of the network within a building which connects the primary network and the
customer; up to and including the heat/hydraulic interface unit and individual
customer heat meter and excluding any tertiary systems.

22

Scheme Overview and Rules

Secondary systems in existing buildings are eligible where they constitute an
anchor load12 customer. This might include totally replacing an existing secondary
system (i.e. replacement of electric heating) or refurbishing an existing secondary
systems.
o Eligible costs for secondary distribution systems are only the extra costs to
enable the building to connect to the heat network and do not include the
proportion of costs that would have been spent to make a like for like
replacement of the existing distribution system (i.e. because it is nearing the end
of its life) or upgrades to meet Building Regulations.
o Secondary systems in new build buildings are ineligible.
Tertiary heating and hot water system upgrades
•

Tertiary systems (the heating and hot water systems) in new build properties are
ineligible but for existing domestic buildings tertiary systems that satisfy all of the
following conditions can be included in HNIP eligible investment costs:
o Only in properties that will join the heat network and which are part of an anchor
load customer;
o Only in properties where wet systems are being installed for the first time (i.e.
replacing electric heaters with wet systems, not replacing old inefficient systems
with the new ones or replacing smaller radiators with the large ones); and
o Only in domestic buildings where all properties are wholly publicly owned (local
authority housing stock, public buildings, social landlords).
− Eligible investment costs for tertiary heating and hot water systems are the
extra costs to install wet systems for the first time, over and above the costs
of a like for like replacement of the existing system, where these costs have
not been funded by any other Government scheme.

12

Anchor load is defined as the minimum volume of customers necessary to enable a positive investment
decision.
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6.6 Ineligible investment costs
In addition to the exclusions set out above the following cannot be included as eligible
investment costs as part of an HNIP funding application. This list is not exhaustive and
applicants should take advice from their local finance team.
•

Commercialisation-only costs (only applications for commercialisation +
construction are eligible to apply for capital)

•

Any electricity generation-only plant

•

Any costs that have already been incurred

•

Operating costs and revenues including:
o Compensation for reduced industrial process efficiency where heat is recovered
o Insurance costs

•

Electricity distribution network operator (DNOs) charges associated with grid
reinforcement.

Applicants will be asked at pre-qualification whether they are applying for a
contribution only to eligible costs. This is not reconfirmed at full application,
however if this changes please notify Salix via email, hnip@salixfinance.co.uk.

6.7 Funding mechanisms
Grants and loans will be available in the pilot. Where funding is being on-invested in a
private sector controlled heat network as a loan or equity, only a loan can be applied for.
BEIS reserves the right to offer the applicant a different form of funding from that
requested in order to maximise impact of the scheme. Applicants cannot apply for both a
grant and a loan for the same project.
Loan facilities summary
It is intended that HNIP loans will have the following characteristics:
•

The term will match closely to the ‘project life’ (see definition in ‘Project lifetime’
within section 6.2) up to a maximum of a 40 year term;

•

A comparatively low interest rate (e.g. below PWLB); and
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•

An annuity repayment profile with the first principal repayments to start after
construction; either the earlier of project operation or a fixed deadline.

Grants or loans awarded for commercialisation costs
Projects funded with grants that do not result in the construction and completion of a
capital asset will have 50% of their commercialisation funding clawed back. Where loans
are awarded, these will need to be repaid irrespective of whether the project progresses to
construction or not.
Full details of HNIP loan terms to be provided later in the application
process

6.8 State aid compliance
HMG providing funding to wider public sector recipients
BEIS regards funding allocated under the HNIP as ‘State aid’ and as such we are obliged
to ensure that awards made under the project comply with European Commission (‘the
Commission’) rules on State aid13. State aid rules exist to prevent governments from
providing ‘undertakings’ with financial advantages in a way which could distort competition
by ensuring subsidies are limited to what is necessary and do not result in
overcompensation.

To ensure compliance, BEIS intends to utilise the General Block Exemption Regulation
(GBER14) which covers a range of ‘pre-approved’ types of State aid, including for heat
networks, and which does not require individual, prior approval from the Commission.
HNIP funding will be awarded under Article 46 of the GBER which permits ‘investment aid
for energy efficient district heating and cooling’ as long as the total State aid given is below
the ‘notification threshold’ for specified eligible costs (for heat networks this is €20M) and
subject to limits on ‘aid intensity’ (described below). These thresholds limit the total amount
of State aid that a given project can receive from any source, not just HNIP. Accordingly,
all the State aid received by a heat network must be taken into account when calculating if
the threshold has been reached. This adding up of State aid is referred to as ‘cumulation’
(see article 8 of GBER). For an indication of instances where it might be possible to
13

Following the Referendum outcome there will be no immediate changes. The UK’s rights and obligations
of EU membership, including compliance with the State aid rules, continue to apply until the UK’s exit from
the EU has been complete.
14
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32014R0651&from=EN
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combine other sources of funding with HNIP, see Annex C. It is the applicant’s
responsibility to notify BEIS of any information that might affect the State aid position e.g. if
the project is in receipt of State aid from other sources for the same eligible costs.
Permissible State aid under Article 46 is considered and calculated in two parts:
1. Production plant: the eligible costs for the production plant shall be the extra costs
needed for the construction, expansion and refurbishment of one or more generation units
to operate as an energy efficient district heating and cooling system compared to a
conventional production plant. The investment shall be an integral part of the energy
efficient district heating and cooling system. The aid intensity for the production plant shall
not exceed 45% of the eligible costs. The aid intensity may be increased by 20 percentage
points for aid granted to small undertakings and by 10 percentage points for aid granted to
medium-sized15 undertakings. The aid intensity for the production plant may be increased
by 15 percentage points for investments located in assisted areas fulfilling the conditions
of Article 107(3)(a) of the Treaty and by 5 percentage points for investments located in
assisted areas16 fulfilling the conditions of Article 107(3)(c) of the Treaty.
2. Distribution network: the eligible costs for the distribution network shall be the
investment costs. The aid amount for the distribution network shall not exceed the
difference between the eligible costs and the operating profit. The operating profit shall be
deducted from the eligible costs ex ante or through a claw-back mechanism.

15

Annex 1, of Commission Regulation (EU) No 651/2014 of 17 June 2014 declaring certain categories of aid
compatible with the internal market in application of Articles 107 and 108 of the Treaty (2014) Official Journal
of the European Union L 187/1
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32014R0651&from=EN
16
Article 2, Paragraph (27), of Commission Regulation (EU) No 651/2014 of 17 June 2014 declaring certain
categories of aid compatible with the internal market in application of Articles 107 and 108 of the Treaty
(2014) Official Journal of the European Union L 187/1
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32014R0651&from=EN and Department for
Business Innovation and Skills (2014) An introduction to assisted areas.
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/365657/BIS-14-1152-Anintroduction-to-assisted-areas.pdf
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Figure 4: Illustrative example of a State aid calculation

The full costs of a heat network must be apportioned across either the energy
centre/production plant and the distribution network e.g. if total HNIP capital cost is £10m
then the total cost apportioned to both parts must also be £10m.
More detail on the State aid calculation, including the information that applicants will have
to provide, can be found in Annex B.
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7. How will applications be assessed
7.1 Pre-qualification
The pre-qualification stage of the HNIP application process is an online self-declaration
form consisting of questions to determine whether a project is eligible to apply and will be
able to provide all required evidence at full application. The pre-qualification questions
cover the following areas and a full list of questions in set out in Annex D.
•

Is the organisation eligible to apply? (see ‘Organisations that can apply directly for
capital’ – section 6.1)

•

Is the heat network of an eligible type? (see ‘Eligible heat network types’ – section
6.2)

•

Will the heat network meet the technical and customer requirements? (see
‘Technical and customer requirements’ – section 6.2)

•

Are only eligible investment costs included? (see ‘Eligible investment costs’ –
section 6.5)

•

Can the heat network demonstrate carbon savings and will the heat price be no
more than the counterfactual? Applicants are asked at eligibility to confirm that the
domestic heat prices are no more than the counterfactual. Please note that
applications will be scored on the heat price for both domestic and non-domestic
customers (see ‘Application assessment and scoring’ – section 7.3)

•

WiIl the applicant be able to provide evidence of a funding gap at full application
and pass one of the additionality tests? (see ‘Funding gap approach (additionality
tests)’ within section 6.3)

Applications meeting these requirements will be invited to submit a full application.
Applications failing this stage will not be invited to progress to full application, but will be
provided with automated feedback and can resubmit answers within the application
window.
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7.2 Full application
The full application will include an online form asking applicants to reconfirm eligibility and
provide additional data, including upload of project documentation that will inform scoring.
A list of the Full Application questions can be found in Annex E. Applicants will be able to
review answers to selected non-eligibility questions they provided at pre-qualification when
making a full application. If any other answer from the pre-qualification application has
changed this may affect applicant eligibility. If this is the case please contact Salix via
email, hnip@salixfinance.co.uk.
Application Input Templates
Applicants will be asked to complete two input templates as part of the application pack:

1.

The Shadow Heat Model Template

2.

General Input Template

The purpose of these is to capture information about the applicant's heat network project
in order that BEIS can calculate metrics for use in the scoring of applications.
Applicants must complete all sheets. Submitting an incomplete template may result in an
unsuccessful application. Guidance on how to fill in the templates will be provided.
However, further guidance on how to develop quality project development documentation,
including Outline Business Case template, can be provided on request (please email
hnip@salixfinance.co.uk).
Shadow Heat Model Template
The Shadow Heat Model has been designed primarily as a tool to enable assessors to
financially appraise applications made under HNIP.
The Shadow Heat Model - Applicant's Template will be used to populate the HNIP Shadow
Heat Model.
The HNIP Shadow Heat Model is used, for HNIP application appraisal purposes:
•

to compare the forecast pre-corporation tax project cash flows calculated in the
Applicant's submitted financial model;

•

ensure consistency across applications of non-project specific assumptions (e.g.
forward prices of natural gas);

•

enable HNIP to evaluate the appropriateness of offtake pricing arrangements in the
event of heat purchases being made; and
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•

enable HNIP to assess the appropriate level of support for each application made

As each applicant may reasonably be expected to have different financial consultants (or
in-house resource) with different financial models, it was identified that in order to
appropriately allocate funds there would need to be a standardised method for assessing
the forecast commercial returns presented.
Additionally, all financial models have a risk of error as well as the potential for
manipulation. In developing its own “shadow” financial model BEIS aims to mitigate such
risks and take control of certain key assumptions that are common across all projects
ensuring a more level playing field.
It is very important to note:
•

The user should always enter VALUES either manually or pasted to avoid
inadvertently amending cell validation rules or conditional formatting.

•

The Shadow Heat Model Template is a protected workbook. This is to ensure that
the template structure is not amended. If applicants have software that enables
them to bypass the workbook’s protection, please ensure that no rows or columns
are inserted and that no styles or formats are changed as doing so will cause
delays that may result in the rejection of an application.

•

That this template is completed first as some values will flow through into other
input sheets for other scored elements of the application.

Further guidance on how to complete the Shadow Heat Model Template can be found
here17.
General Input Template
The general input template asks the applicant to provide detailed information for four key
areas:
1.

Social Net Present Value (NPV) & Carbon Savings;

2.

Cost Benchmarking;

3.

Heat Price; and

4.

State Aid Assessment.

17

Alternatively please access the guidance at the following link:
https://hnip.salixfinance.co.uk/sites/default/files/uploaded_files/Shadow%20Heat%20Model.pdf
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The HNIP input template and associated guidance will be available on the
application portal on 1 November 2017.

7.3 Application assessment and scoring
Following submission of full application:
• BEIS will first carry out an overall assessment of each project application to
determine that the project is eligible and deliverable, and hence should proceed to
be scored and ranked against other projects that have applied.
•

BEIS will verify the information provided by applicants by checking that the data in
the inputs template correctly match-up with the supporting application
documentation provided by the applicant (e.g. financial model, feasibility studies),
and to verify they are reasonable given the type and scale of project. Where
assessors require clarifications on submitted applications, they will endeavour to
request these to enable applications to be fully assessed. However, if there are
fundamental issues with the quality of supporting documentation received then
there may not be an opportunity to resolve this in a timely manner for the pilot stage
and the applicant may be advised to apply again under the main scheme once the
necessary documentation is available.

•

Following this initial assessment and verification, the assessors will use the
applicant inputs to calculate particular metrics that will be used to score individual
projects. Each project and its scores will then to be considered by the Awards
Panel.

Applications will be scored against the following five assessment criteria:
1.

Carbon Savings Value for Money - short-term (quantitative metric)

2.

Carbon Savings Potential - long-term (qualitative metric)

3.

Heat price comparison (quantitative metric)

4.

Customer impact - Quality of service (qualitative metric)

5.

Social Net Present Value (quantitative metric)

Inputs required for application scoring:
Applicants are to provide data (as set out below) in the HNIP Input Templates, which
must be supported by appropriate, supporting application documentation. Applicants must
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specify in the online HNIP Full Application form the document name and page reference
for the supporting evidence. Assessors will use the figures provided in the HNIP Input
Templates to calculate each metric.
BEIS guidance on phasing evidence and lifetimes to be used for each metric is supplied
in section 6.2. Each of the quantitative metrics need to be calculated over a defined
lifetime and requires consideration of counterfactuals, which might differ by customer
group. An explanation of these terms is set out below.
Customer groups
These are identified by the applicant and are specific to each project. They comprise
groups of end-user customers from the applicant’s customer base (there can be as many
as needed) which should be grouped by those with the same counterfactual heat source,
and heat (network) tariff. A definition of customer base is provided in section 8.1.
Counterfactuals
The heat counterfactual is a (sometimes hypothetical) alternative means for meeting a
customer group’s heat demand in the absence of the HNIP-funded heat network, or an
additional feature added to an existing heat network. For new heat networks, the heat
counterfactual would be the alternative heating system that is likely to may be installed if
the heat network does not go ahead. For existing heat networks, the heat counterfactual
could be heat from the existing heat network without the additional feature for which HNIP
funding is requested.
In many cases, the counterfactual scenario will have been modelled by applicants as part
of the project development process, in order to inform decisions about whether to go
ahead with the project. This might have been part of identifying how the heat network
would meet its project-specific aims (e.g. level of carbon savings) or commercial decisions
about the heat network (e.g. heat price).
Lifetimes
The lifetime will be applicant-specific and will be determined by the initial primary heat
source(s) for which the applicant can provide significant evidence in their cash flow or
financial model.
Criterion 1: Carbon Savings Value for Money – short term

Description
A comparison of the amount of carbon emissions from the heat network compared to the
carbon emissions from the counterfactuals, which may differ by customer group. This is
up until the end of the life of the initial primary heat source(s).
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Metric
At application assessment: Applications will be scored on the volume of carbon saved by
the heat network, in comparison to the project-specific counterfactuals, per £1,000
of HNIP funding.
In the case of grants, total “HNIP funding” will equate to the amount awarded e.g. with a
grant of £2m the total funding awarded will be £2m. In the case of loans, the total value of
HNIP funding will equate to the gross grant equivalent value of the loan.
Applicant steps
Applicants are asked to provide the following data in the HNIP Input Templates for the
heat network project to enable assessors to calculate the short-term carbon for scoring
purposes. Further guidance is provided in the HNIP Input Template.
Table 3: Data used to calculate Carbon Savings Value for Money – short term
Input to be provided by applicant, into
the HNIP Input Template

Where it might be evidenced in the
supporting application documentation

Counterfactual heat source for each
customer group, to meet heat demand

Feasibility study options appraisal

Total heat demand from each customer
group18, over the lifetime of the primary
initial heat source(s)

Cash flow or Financial Model, Technical
heat network design documentation

Total cooling demand from each customer
group19, over the lifetime of the primary
initial heat source(s)

Cash flow or Financial Model, Technical
heat network design documentation

(if applicant has evidence) Fuel
consumption for both, over the lifetime of
the primary initial heat source(s):
• The heat network
• The counterfactual

For the heat network: Technical heat
network design documentation. For the
counterfactual: Feasibility study options
appraisal

18

For existing buildings, the heat demand will be the current heat demand. For new buildings, it is the
modelled heat demand.
19
For existing buildings, the heat demand will be the current cooling demand. For new buildings, it is the
modelled cooling demand.
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How will this data be used for the purpose of scoring?
Using the above inputs, assessors will calculate the volume of carbon savings for the heat
network.
•

Projected carbon emissions costs will be estimated on the basis of projected fuel
consumption.

•

Fuel consumption will be converted to carbon emissions using Government
emissions factors or bespoke series where applicable.

•

Carbon emissions will be monetised using the carbon price series in HM Treasury
Green Book’s supplementary guidance: valuation of energy use and greenhouse
gas emissions for appraisal.

•

If the heat network project is receiving funding from other government schemes (the
Renewable Heat Incentive (RHI), Contract for Difference (CfD), the Renewables
Obligation (RO)), the assessment will take this into account when calculating and
apportioning benefits, as it is important to calculate volume of carbon savings and to
avoid double counting.

Criterion 2: Carbon Savings Potential – long-term

Description
This scoring criterion is designed to ensure that applicants can get credit for any plans to
deliver additional carbon savings in the longer term, over and above those quantified
under the ‘carbon savings value for money short term’ metric. Many heat networks will
have plans for future expansion or intend to move to a lower carbon heat source once the
initial primary heat source comes to the end of its life. It is likely that energy and financial
modelling underpinning the HNIP application will only have the initial confirmed heat
demand and a ‘like for like’ replacement of the initial primary heat source at the end of its
life. Under the ‘carbon saving potential long-term’ metric, applicants can demonstrate their
expansion and decarbonisation plans. These options are likely to have been explored at
the feasibility stage and the initial phase of the project may have been future-proofed to
accommodate these future changes. Some evidence will be required but assessors
understand that this is not as easily quantifiable. Input data for this criterion therefore takes
the form of a qualitative description (with evidence) provided by the applicant of the
potential for additional carbon saving from expansion opportunities and future heat
source(s) across the project lifetime.
Figure 2 and Figure 3 indicate the phasing approaches for new and existing heat
networks.
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Applicant steps
Applicants are asked to provide a succinct narrative (bullet points will suffice) in the HNIP
online application form, addressing the following six questions to explain how changes in
future heat source/s and energy loads would contribute to future additional carbon savings.
This can be a maximum of 1,000 words, and must provide reference to evidence in the
applicant’s supporting documentation.
Table 4: Data used to calculation carbon saving potential – long term
Area

Future
heat
sources

Questions to be answered by applicant, in
the online Full Application form

Where it might be
evidenced in the
supporting application
documentation

1. What heat source(s) were explored at
feasibility stage and why were these
rejected for the initial heat network buildout?

Feasibility study options
appraisal

2. What heat source(s) underpin the cash
flow or financial model submitted for HNIP
funding, throughout the project lifetime and
why has this been chosen?

Cash flow or Financial
Model, HNIP Input
Templates, technical heat
network design
documentation

3. Where there are plans to incorporate
additional low carbon heat sources, or
replace the initial heat source with
something that is lower carbon, please set
out:
• The heat source(s);
• Its capacity;
• Its contribution to heat generated
and/or estimated or modelled carbon
savings, compared to the initial heat
source; and
• When these heat sources might be
connected.

Feasibility study options
appraisal and business
case

4. What technical exploratory studies, futureproofing design, or contractual
investigations have been undertaken to
secure /accommodate the future heat
source(s)?

Technical design or
additional studies if
undertaken
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Area

Future
expansion
plans and
energy
loads

Questions to be answered by applicant, in
the online Full Application form

Where it might be
evidenced in the
supporting application
documentation

5. Are there existing buildings with which
contractual negotiations have begun, but
have not yet concluded and are therefore
not included in the HNIP application?
Please set out:
• Anticipated heat demand and heat
source or carbon saving volume if
known;
• Connection date;
• Status of negotiations; and
• Assessment of certainty.

Evidence of initial
negotiations to be
provided as well as
evidence to demonstrate
how the heat network will
meet this additional heat
demand

6. Are there planned new build properties not
yet under construction and in the planning
process for which contractual negotiations
have begun but have not yet concluded
with property developers, and are
therefore not included in the HNIP
application? Please set out:
• Anticipated heat demand and heat;
source or carbon saving volume if
known;
• Connection date;
• Status of negotiations; and
• Assessment of certainty.

Evidence of initial
negotiations to be
provided as well as
evidence to demonstrate
how the heat network will
meet this additional heat
demand

Criterion 3: Heat price comparison

Description
A comparison of what customers will be charged for heat from the HNIP-supported
network compared to charges for the current heating and hot water system for existing
buildings, or the counterfactual heating and hot water system for new build properties.
Metric
At application assessment: Applications will be scored on the levelised price of heat
compared to the project-specific counterfactual, for each domestic and nondomestic end-user customer group as relevant (£).
For the purposes of scoring, an exception to this is made where the applicant has already
agreed a heat price with its non-domestic customer(s) through a sound business
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negotiation by the time of HNIP application. In this case, the applicant must provide
evidence of a signed contract with its non-domestic customer(s) as part of their
application. This exception is made because where a commercial or public sector
customer has knowingly and willingly chosen to enter into an agreement to buy heat from
a heat network, even if that is at a cost higher than the counter-factual heat cost, it is
assumed they have a reason for doing so and are not suffering any detriment.
Applicant steps
Applicants are to provide the following data in the HNIP Input Template for the heat
network project, and for the counterfactual, for scoring purposes.
Table 5: Data used to calculate heat price comparison
Input to be provided by applicant, into the HNIP Input
Template

Where it is evidenced in
the supporting application
documentation

Technical heat network
Total heat demand from each end-user customer group20,
design documentation,
over the lifetime of the primary initial heat source(s)
business case
Heat network charges for each end-user customer group:
• Initial21 standing and variable charges (in real 2016
prices)
• Standing charge and variable charge indexation
methods
• (if applicable) Any other additional costs to be
charged to the customer

Cash flow or financial model,
Heads of Terms with key
customers

Counterfactual heat price for each customer group,
where the counterfactual can be represented by heat
tariff structure22:
• Initial standing and variable charges (in real 2016
prices)
• Standing charge and variable charge indexation
method
• (if applicable) Any other additional costs to be
charged to the customer

Feasibility study options
appraisal
Current bills, existing Heads
of Terms with current
customers

20

For existing buildings, the heat demand will be the current heat demand. For new buildings, it is the
modelled heat demand.
21
Once build-out of first phase of heat network project is completed.
22
This is likely to be the case where the counterfactual are existing properties that are bulk supplied (e.g.
boiler in basement or existing heat network).
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Counterfactual heat price for each customer group,
where the counterfactual is better represented by a time
series of costs23:
• Type of heat source, and lifetime up until the end of
the primary initial heat source
• Expected costs24 over project lifetime:
o Capital costs
o Operating and maintenance costs
o Fuel costs
• (if applicable) Any other additional costs to be
charged to the customer

Feasibility study options
appraisal

How will this data be used by assessors for the purpose of scoring?
• Using the above inputs, assessors will calculate the levelised heat price for each
customer group identified by the applicant, for both the heat network and
counterfactual. The levelised heat price for each customer group for the heat
network and the counterfactual will utilise discount rates in HMT Green Book’s
supplementary guidance: valuation of energy use and greenhouse gas emissions
for appraisal
•

The heat network price will be compared to the counterfactual for each customer
group to identify how much lower the heat network charges are.

Criterion 4: Customer Impact – quality of service

Description
The ‘Customer impact - quality of service’ metric is designed to ensure that applicants can
get credit for going beyond minimum customer service standards, by delivering additional
end-user customer benefits. This applies to domestic and micro-business customers only.
The criterion is met through a qualitative description (with evidence) provided by the
applicant to establish, for the purposes of scoring, what additional positive customer
impacts will be delivered by their project.

23

This is likely to be the case where the counterfactual are existing properties with individual customers or a
theoretical new system.
24
In order to compare like for like, the counterfactual will need to consider all equivalent costs to the heat
network over the same period, as outlined by the Heat Trust.
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Applicant steps
If the heat network is supplying domestic and micro-business customers25, the
applicant must provide the following:
•

In the online Full Application Form, under ‘Quality of project’: As a minimum,
applicants are asked to provide document and page references for evidence of its
Heat Trust membership or equivalent contractual standards. This is a minimum
requirement of eligibility and does not get scored.

•

In the online Full Application Form, under ‘Scoring criteria’: Applicants should
provide a succinct narrative (bullet points will suffice) of how the heat network will
exceed the minimum Heat Trust standards in any of the following areas below, as
appropriate. This should be a maximum of 1,000 words, and reference evidence
(such as end-user customer Heads of Terms) in the applicant’s supporting
documentation.
Standards in the following areas, which needs to be evidenced:
o Heat customer service, reporting a fault or emergency, access and repair costs
o Suspension and resumption of service process
o Provision for vulnerable customers
o Paying the heat bill and payment difficulties
o Internal complaint handling
o Customer advocacy
o Customer interface and innovation

For each of the standards above, this should include:
o A short description of the impact on customers compared to minimum Heat Trust
standards (and if possible, be quantified e.g. response times, compensation) –
this may differ by customer group, so please clearly identify who is affected.
o Timeframes for when activities will be undertaken (i.e. programme for
commitment or implementation of proposals)
25

This is metered or unmetered domestic and micro business properties where the heat customer pays their
supplier directly for their heat energy – taken from the Heat Trust website
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o What is confirmed, and what is tentative
o Evidence.

If the heat network is supplying non-domestic customers:
There is currently no minimum Heat Trust-equivalent standards for non-domestic heat
network customers sized above micro-businesses. Hence there is no additional score
available under this criteria for networks serving only non-domestic customer. Such
applicants must simply demonstrate that any non-domestic customer group will enjoy
standards of service similar to those required for domestic customers, and where there are
significant differences, evidence that both parties are comfortable with such service levels.

Applicants must provide the following:
•

In the online Full Application Form, under ‘Quality of project’: As a minimum,
applicants are asked to provide document and page references for evidence of its
Heat Trust-equivalent contractual standards, in relation to the areas below.
o Guaranteed performance standards (e.g. temperature, continuity of service,
guaranteed service payments for not meeting performance standards, claiming
and payment of guarantee service payments)
o Heat customer service, reporting a fault or emergency, access and repair costs
o Contingency and maintenance plan
o Suspension and resumption of service process
o Paying the heat bill and payment difficulties
o Internal complaint handling and independent complaint handling

Additional Guidance
• If the heat network is to supply both domestic and/or micro-business customers as
well as non-domestic customers, the applicant will have to answer all the relevant
sections of the Full Application Form as outlined above.
•

If the applicant is successful in receiving HNIP funding, the declarations and
applicant answers made in this section will form part of the HNIP funding
agreement, and will also be monitored by BEIS (see section 10.3).
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Criterion 5: Social Net Present Value

Description
Social Net Present Value (social NPV) looks at the value of a heat network project to
society as a whole. Social NPV compares all the quantifiable costs and benefits to society
of the heat network project of meeting a given level of heating, cooling and electricity
demand, with the counterfactual heat source, until the end of the life of the initial primary
heat source. The social NPV needs to account for all resource costs and benefits to
society, irrespective of whether they are borne by the applicant or not.
Metric
At application assessment: Applications will be scored on the social NPV of the heat
network, compared to a project-specific counterfactual, per £1,000 of HNIP funding.
In the case of grants, total “HNIP funding” will equate to the amount awarded e.g. with a
grant of £2m the total funding awarded will be £2m. In the case of loans, the total value of
HNIP funding will equate to the gross grant equivalent value of the loan.
Applicant steps
Applicants are asked to provide the following data in the HNIP Input Template for the heat
network project to enable assessors to calculate the social NPV for scoring purposes.
Further guidance is provided in the HNIP Input Template.
Table 6: Data used to calculate social net present value
Input to be provided by applicant, into the HNIP
Input Template

Where it might be evidenced in
the supporting application
documentation

This includes all inputs from Criterion 1 Carbon Savings Value for Money – short term,
which are used to calculate volume of carbon savings
Heat networks costs:
• Capital costs
• Operating and maintenance costs
• Counterparty capex and opex- if inclusive of
VAT
• Carbon emissions costs - if participating in
EU Emissions Trading System (EU ETS26)

26

Cash flow or financial model

http://ec.europa.eu/clima/policies/ets/index_en.htm
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Input to be provided by applicant, into the HNIP
Input Template

Where it might be evidenced in
the supporting application
documentation

Capacity of the counterfactual heat source
(identified in the heat price comparison), for each
customer group

Feasibility study options appraisal

Costs27 for the counterfactual heat source for each
customer group:
• Capital costs
• Operating and maintenance costs

Feasibility study options appraisal

Capacity of the counterfactual cooling source
(identified in the heat price comparison) for each
customer group

Feasibility study options appraisal

Costs28 for the counterfactual cooling source for
each customer group:
• Capital costs
• Operating and maintenance costs

Feasibility study options appraisal

How will this data be used for the purposes of scoring?
Assessors will calculate social NPV for both the heat network and counterfactual by using
the above inputs for capital, operating and fuel consumption costs, and by using standard
assumptions in line with appraisal guidance for carbon emissions and air quality emissions
costs.
•

In relation to carbon emissions:
o Projected carbon emissions costs will be estimated on the basis of projected fuel
consumption.
o Fuel consumption will be converted to carbon emissions using Government
emissions factors or bespoke series where applicable.
o Carbon emissions will be monetised using the carbon price series in HMT Green
Book’s supplementary guidance: valuation of energy use and greenhouse gas
emissions for appraisal

27

In order to compare like for like, the counterfactual will need to consider all equivalent costs to the heat
network over the same period, as outlined by the Heat Trust.
28
In order to compare like for like, the counterfactual will need to consider all equivalent costs to the heat
network over the same period, as outlined by the Heat Trust.

42

How will applications be assessed

•

In relation to air quality emissions costs:
o Projected air quality emissions costs will be estimated on the basis of projected
fuel consumption.
o Fuel consumption will be converted to air quality emissions costs using the air
quality damage cost series in HMT Green Book’s supplementary guidance:
valuation of energy use and greenhouse gas emissions for appraisal

•

If the heat network project is receiving funding from other government schemes (the
Renewable Heat Incentive (RHI), Contract for Difference (CfD), the Renewables
Obligation (RO)), BEIS will take this into account when calculating and apportioning
costs, to calculate social NPV and to avoid double counting.

7.4 Application documentation checklist
Applicants should ensure they have the following documentation ready in electronic form
as if invited to submit a full application these will be required as supporting documentation.
If any of this documentation will not be available by the application deadline please contact
hnip@salixfinance.co.uk.
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Table 7: Documentation list needed for full application
At full application
Document

Detail to be included

At completion of
commercialisation before
release of construction
funds

Detailing key information such as
strategic rationale, and evidence of
senior management/ executive/
cabinet/ board approval and long
term commitment to the project.
Completed outline
business case or
equivalent (to be
internally approved
before release of
funding if
successful)

Planned commercial structure, oninvesting plans and planned year of
spend

Confirmation that capital will
be spent as per original
application; year of spend
and fiscal / non-fiscal

Delivery plan and procurement
strategy

Procured and negotiated
delivery contract

Economic analysis, options
appraisal and counterfactual
comparison. Anticipated sources of
funding

Secured remaining
investment

Cash flow or
financial model

Break down of costs
Heat and all other revenues
One scenario without HNIP funding
and one with to demonstrate
funding gap

Finalised financial modelling

Funding gap
evidence

Demonstrating inability to secure
the funding sought from HNIP possibly showing investor hurdle
rates or that for other reasons other
funding cannot be accessed
(borrowing limits, gearing or
requirements of funders)

Heads of terms
(high level contract)
with anchor load
heat customers
and all other critical
revenue sources

Heads of terms or equivalent.
Clear explanation of who the
contracting parties are (e.g.
location), and revenue/price
(standing and fixed charges),
duration of contract and status of
agreement

Evidence of agreement with
contracting parties.

Information about quality of service
to be provided to heat network
customers

Confirmation of quality of
service to be provided to heat
network customers
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At full application

At completion of
commercialisation before
release of construction
funds

Document

Detail to be included

Technical heat
network design
documentation and
CoP declaration

Feasibility studies including options
appraisal and rationale for chosen
heat network. For the heat network
for which application is for:
• Technical design of chosen
option including
drawings/schematics,
specifications, and evidence
of technical feasibility
• Techno-economic energy
modelling including detailed
energy assumptions and
calculations
• Carbon savings.
To be provided in PDF or Microsoft
Office format.

Final design has been
completed at least in
accordance with minimum
standards identified in the
appropriate sections of the
CIBSE ADE Code of Practice
CP1:2015

HNIP Input
template

Levelised heat price

Confirmation of levelised
heat price

Carbon savings

Confirmation of carbon
savings in the short-term,
and of future heat source
options and
phasing/expansion plans

Social NPV

Confirmation of Social NPV

Status / likelihood
of permissions /
permits required

Any initial discussions or
qualifications (e.g. Pre App, quotes
for permitting and licencing costs,
etc.)

Confirmation that all
relevant/necessary
permissions and permits for
construction have been
acquired

For existing
networks with an
additional feature
not on the list

Evidence of an additional feature
that is not happening already in the
heat network market
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8. Treatment of different types of heat
network projects
Please refer to phasing and lifetime diagrams; Figure 2 and Figure 3.

8.1 Phasing including expansions and heat source changes
It is understood that many heat networks start small, at the scale for which sufficient
anchor load customers can be contractually secured, and expand over time. This is likely
to influence the choice of heat source in the short and medium term. One of the key
benefits of the distribution infrastructure is that the pipes can accommodate lower carbon
heat sources as the initial sources are replaced. Set out below is an explanation of how
these changes to the heat network should be treated in an HNIP application.
Initial phase(s) for which HNIP capital is being sought
Applicants must clearly state for which phase(s) they are seeking HNIP funding. HNIP
eligibility and scoring of short term carbon saving, customer impact and social NPV will be
assessed on the initial phase(s) only. These phase(s) must be clearly bounded and
supporting evidence must be provided in the following way across the cash flow or
financial model, technical design and commercial revenue/delivery evidence:
•

Project phase lifetime: As defined by applicant, but no more than 40 years (see
‘Project lifetime’ – section 6.2).

•

Heat source: This should assume a like-for-like heat source replacement unless
there is substantive evidence that the initial source will be added to or replaced by a
lower carbon source.

•

Customer base: Only anchor customers for which significant evidence (e.g. signed
Heads of Terms or Heat Supply Contracts/Agreements) can be provided should be
represented. Applicants will be required to submit evidence of initial agreements at
the application stage. Further, applicants shall be required to submit evidence of full
agreements at the end of commercialisation and prior to receiving funding for
construction.

Subsequent phases
Subsequent phases of expansion, interconnection or further decarbonisation (beyond the
initial phases as defined above) will be considered only as part of scoring of long term
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carbon saving potential and must be evidenced through documents such as feasibility
study options appraisal and technical or commercial future-proofing decisions.
Existing heat networks – expansions, interconnections and refurbishments
Where an HNIP application is for the expansion, interconnection or refurbishment of an
existing heat network, the application must very clearly define the project boundary to
ensure that only the costs and benefits of the expansion, interconnection or refurbishment
are included in the application, and not the costs and benefits of the existing network.
Whilst costs of this work will be easy to identify, benefits such as carbon saving and
customer impacts will need to relate directly to the expansion, interconnection
refurbishment being funded.

Applicants with existing networks will be asked eligibility questions at pre-qualification
about the quality of the existing network; technical and customer protection requirements.
Evidence such as annual accounts maybe required to support this self-declaration. The
financial and technical information provided at full application however will need to relate
only to the planned expansion or interconnection.

8.2 Multiple projects / project portfolios
Some heat network sponsors are taking a strategic approach to heat networks and have a
number of projects in development, either across a geographic region or where the same
owner/operator develops heat networks across England and Wales. There may be an
intention to operate these heat networks as separate commercial entities or as an
aggregated portfolio.
Any public sector applicant seeking HNIP funding must be able to demonstrate that their
project meets all of the requirements set out in this guidance document, including for
example state aid compliance and setting out exactly in which year spend will occur and
whether that is fiscal or non-fiscal capital as defined by the commercial structure of the
heat network in which the money will finally be invested. Further to this, the HNIP
application assessment process must be able to compare applications on their value for
money and extent to which they contribute to HNIP aims.
HNIP cannot, therefore, accept a single application for multiple projects. The individual
heat network projects must be submitted as separate applications so that they can all
demonstrate they can comply with HNIP requirements.
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9. Using the online application form
9.1 Online application process
Applications can be made using the online application form found at
http://hnip.salixfinance.co.uk. Applicants must first register an account. Once registered,
users can begin the pre-qualification process for their application(s).

9.2 Pre-Qualification

The form is continually saved as it is completed, allowing applicants to come back to
complete the form at any time throughout the stage one application period.
The form can only be submitted once all required sections have been completed. Progress
is indicated next to each section, and applicants should ensure all questions with a * are
completed.
Upon submitting the form, applicants will be informed immediately of the outcome of the
stage one assessment both by email and on the application page. If the submitted project
is not eligible, applicants will be informed why.
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In the event that an error has been made on the form and the project is assessed as
ineligible, applicants can revisit the form to correct these errors so that the form can be
resubmitted.

9.3 Full Application

Applicants with a project which has passed through pre-qualification will be able to begin
completing the full application form, once this is open.
This follows a similar process to the pre-qualification form, with all responses saved as
they are completed so that the form can be revisited at any time through to submission.
Applicants will be required to upload several specified documents to support each
application. If multiple documents are required to be uploaded for one question, please do
so as a single zipped (compressed) file. Instructions for how to do this can be found here –
Windows / OSX. Applicants should use the following file naming convention – “Project
name (as specified in application form) – upload document name” e.g. – Colchester Heat
Network – Completed Business Case.

49

Using the online application form

The form can only be submitted once all required sections have been completed. This
progress is indicated next to each sections, and applicants should ensure all questions
with a * are completed.
Applicants will receive an email confirmation once the form is submitted, and the
application will then be sent to the BEIS assessment team.
Applications cannot be edited once submitted. In the event of a mistake being noted postsubmission applicants must contact Salix (hnip@salixfinance.co.uk) as soon as possible.

9.4 Information
The ‘Information’ page contains information about HNIP, as well as ‘Frequently Asked
Questions’ which will be updated throughout the pilot programme and can be found at
https://hnip.salixfinance.co.uk/information.
For further information about HNIP or the application process, please call Salix on 0203
102 6900, email hnip@salixfinance.co.uk or complete the ‘Contact Us’ form on the
website.
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10. After application – agreements and
release of funds
10.1 Unsuccessful applicants
Unsuccessful applicants will receive feedback on their applications at two different stages:
1.

If the applicant fails at pre-qualification, then applicants will automatically receive
feedback as to why this is.

2.

If the applicant is not successful at full application, and sufficient quality project
documentation was provided and assessed, the applicants will receive more
detailed feedback to identify areas where the application was less competitive than
other applications in order to help preparation of a revised application in a future
funding round (if appropriate).

10.2 Successful applicants
Successful applicants will need to undertake the following steps before funding is
awarded:
•

Successful applicants will be notified and informed of any conditions precedent to
the award (set conditions that must be satisfied by the applicant).

•

Successful applicants would then need to provide progress reports and evidence to
show they have met those conditions precedent prior to the final funding
agreement/s being signed.

•

The funding agreement will be a legal contract setting out the terms and conditions
of the award.

•

Prior to signing the final funding agreement, successful applicants would need to
declare whether any information from their original application has materially
changed.

•

If any information from the original application has materially changed then
successful applicants would need to declare these to HNIP, and provide details of
what those changes are, including any information to allow BEIS to assess the
impact of that change. Applicants should note that material changes could affect the
outcome or amount of the award.
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Table 8: The steps to finalise funding and timings
Step

1. Awards panel approval
received

Description and follow up

Timings

An awards panel will make decisions
on funding based on which projects
contribute the most towards the
Three weeks
aims of the HNIP. This is informed
by the assessment carried out by
the BEIS assessment team.

2. Applicants will be issued a
notification letter including
any conditions of the HNIP
award

3. Conditions compliance

Evidence of compliance with
conditions must be provided before
funding agreement can be sent out.
Not all awards will have conditions
attached.

4. Funding agreement sent

Applicant will not be able to deviate
or re-negotiate the terms of the
agreement. (If there are no award
conditions to be fulfilled then the
agreement will be sent alongside the
notification letter).

5. Sign funding agreement

Once both parties have signed the
funding agreement, a grant/loan
claim form and determination form
(final confirmation of funding amount
and type) will be sent to the
applicant.

6. Satisfying conditions
precedent

For specified applicants, this may
also include the satisfying of any
conditions precedent defined in the
funding agreement and/or
submission of evidence of oninvestment to the private sector.

Applicant has two
weeks to sign and
return the funding
agreement from the
date of issue.

See ‘Giving notice for
7. The applicant will need to The submitted claim form and
draw down of funds for
sign and submit the claim evidence of on investment will be
loans and grants’
form to request the funding reviewed by Salix finance and BEIS.
(section 10.3) for dates
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Step

8. Funding paid to applicant

Description and follow up

Timings

By March 2018 for first
payments

Successful applicants are eligible to apply in future HNIP funding rounds as long as the
application does not seek funding for the same project costs, i.e. they can apply for
funding to support new projects or future expansions/interconnection.

10.3 Working with BEIS
Applicants should note that BEIS are not proposing to provide working support to the
development and delivery of their projects. The basis of the working relationship will be
focussed on the sharing of data, information and monitoring of costs, system performance
and benefits.
Overview of process and reporting requirements post funding award (loans and
grants)
Participants who take up grant or loan funding through HNIP will be required to provide
reporting data so we can measure the impact of the HNIP and track when our funding is
being spent. These monitoring and reporting requirements will be defined in the funding
agreements. Successful applicants will be required to abide by the requirements in their
funding agreement. Where HNIP funding is on-invested to another entity (such as an arms
length organisation, special purpose vehicle or joint venture), the successful applicants
remain responsible for the HNIP funding obligations and must ensure that the HNIP
funding obligations are passed through to those third parties. This will include any
monitoring and reporting obligations.

Reporting requirements will be designed so they are not overly burdensome to
participants:
Commercialisation & construction stage reporting: Participants will be required to provide a
high level monthly update report on key milestones confirming that delivery is on track and
flagging any issues. See Annex F for details of the indicative report details, note this will be
finalised in the funding agreements. At the end of commercialisation and at the end of
construction, revised HNIP Input Templates will need to be submitted.
Reporting at Operational stage: Participants will be required to report semi-annually (every
6 months) until 2030 against key indicators. See Annex F for details of the indicative report
details, note this will be finalised in the funding agreements.
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An exception report will be required within 10 working days where a project is subject to a
significant change or such a change is expected. For example, where overall costs change
by plus or minus 10% or a key project milestone moves by 3 months. Note that the
financial agreements will define when exception reports will be required.
Evaluation of HNIP
Participants will be required to engage with BEIS lessons learned processes and
appointed evaluation experts as a condition of their funding. We will seek to minimise the
burden on participants. In addition, participants may be required to engage with our
evaluation experts, e.g. via telephone interviews or questionnaires.
Giving notice for draw down of funds for loans and grants
Participants will be required to notify our delivery partner Salix two months in advance of
the date funds are required, and in accordance with the schedule below:
•

Applicant gives notice to draw down at least 10 working days before the end of
month “N”.

•

Applicant then draws down the funds on or after the 10th working day of month
“N+2”.

For example, notice must be given at least 10 working days prior to the end of January for
drawdown on or after the 10th working day of March.
Time constraints on spending
Funding allocated through the pilot in March 2017 must be spent in the fiscal year for
which it is allocated.
Repayment of loans
Principal repayment of loans will be on a 6 monthly basis once projects are operational (at
‘heat on’); or a maximum of 5 years after loan was agreed.
Non-compliance with terms of loan or grant
BEIS will have the right to demand repayment under a range of circumstances.

The funding agreement will have a range of broad conditions to ensure that the funding
provided is used for the approved purpose in line with the project milestones, complies
with the reporting requirements and meets various legal requirements.
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11. Queries, complaints and decision
reviews
11.1 Queries
For any queries relating to the web portal or an application please call Salix on 0203 102
6900 or email hnip@salixfinance.co.uk.
Please also see Frequently Asked Questions online:
https://hnip.salixfinance.co.uk/information

11.2 Complaints
For any complaints relating to HNIP please contact Salix Finance at:
hnip@salixfinance.co.uk.However, if you are not satisfied with their response please email:
heatnetworks@beis.gov.uk

11.3 Review of an HNIP decision
A decision review process will apply where applicants consider that BEIS has failed to
adequately consider the full suite of evidence that was provided by the relevant deadline
by the applicant, and as a result they failed to be awarded funding.
If an applicant would like to seek a decision review, they should email Salix Finance (at
hnip@salixfinance.co.uk) within 10 working days of the date of the correspondence that
sets out the outcome of an HNIP application/ award decision. The applicant should provide
evidence to support their view that BEIS did not fully consider the evidence that they
previously provided to support the HNIP decision. To ensure your request for a decision
review is dealt with quickly, please include the following text within the subject line of the
email: “request for a decision review by [name of organisation], [date]”. The review will be
handled by BEIS officials independent of the application assessment process. BEIS would
aim to respond within 15 working days.
Requests for decision reviews or complaints arising following the signing of the funding
agreement will be dealt with in accordance with the terms of that agreement.
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Annex A: Application process flow
diagram
Applicant

HNIP
Key

Prequalification application
submitted by 18 November
Not eligible
to apply

Eligible to
apply
Pre-qualification

Full application and guidance is
published - 28 October 2016
Full application submitted - by 10am
28 November 2016

Full application

HNIP techno economic and financial
assessment

Possible step

Successful
application

Unsuccessful
application

Issue notification letter including
funding conditions (not all applicants
may have conditions to fulfil)

Fulfil
conditions

Pre 31/03/2017

Notify applicants of award decision February 2017

Conditions
not fulfilled

Issue notification and funding
agreement/memorandum of
understanding (if applicable).

Reject
final
contract

Accept final
contract by end of
March 2017

Sign and return to initiate
drawdown process

Issue grant/loan claim form and
determination form

Provide relevant documentation
required by funding agreement

Make payment(s)

Repayment (if loan)

Management of repayments

Ongoing reporting

Ongoing collection of monitoring
information

Post 31/03/2017

Receive Funding
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Annex B: State aid detailed guidance
Step 1: Maximum allowable aid for the energy
centre/production plant
Total allowable aid for energy centre/production plant:
= cost of efficient production plant – cost of conventional production plant x
45%
Figure B1: Illustrative energy centre/production plant maximum aid calculation

Production plant

Allowable aid = 45% of
cost difference
between standard and
efficient alternative

Cost of standard
conventional
network gas
boiler e.g. £1m

Cost of efficient
network
alternative e.g.
CHP/biomass/
heat recovery
e.g. £3m

Allowable production plant aid =
£900,000
(£3m - £1m = £2m x 45%)

The capital cost of the proposed energy centre/production plant will be taken from
the information contained in your application.
It will be for applicants to define and estimate the cost of the conventional production
plant for a project. This is the cost of installing a new heating solution that:
•

would meet the equivalent amount of heating demand as that being met by
the efficient production plant / energy centre included in the project, and;

•

would meet minimum standards required under legislation (e.g. Building
Regulations, safety regulations, local Planning requirements or air quality and
noise) but not the minimum heat source requirements of HNIP

The boundary of costs for the energy centre should include all capital costs of the
energy centre up to the point of its interface with the distribution network
infrastructure. The assumed conventional heat source can build on the information in
your business case and will likely vary by type of customer being served. In all cases
the cost comparison is between the proposed production plant and an ‘as new’
conventional alternative (not the existing vs proposed system). The boundary of
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costs of the energy centre/production plant should include all costs needed to
construct a viable unit e.g. not just the cost of the unit that will generate the heat but
also related costs where they arise. Table B1 below gives some illustrative examples
in a range of scenarios and the types of costs that should be included in each.
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Table B1: Illustrative examples of efficient production plant and conventional plant comparisons under a range of
scenarios
Heating and hot water
Conventional production plant/energy centre for
Proposed energy centre/production plant –
source by customer
purposes of State aid – the heat source that would
the heat network
group
be installed in the absence of the heat network
All capital costs of installing a new standard communal
gas boiler system up to the point of its interface with
Sixteen property units
the heat pipe network e.g. cost of purchase and
that currently share a
installation of standard gas communal boiler and
communal boiler.
related costs where applicable e.g. monitoring and
operating equipment, ancillary plant, costs to
house/repurpose location of unit, utility connection, flue Production plant that meets same level of heat
demand but also meets HNIP standards (e.g.
construction etc.
50% renewable, 50% waste heat, 75% CHP or
All capital costs of installing a new electrical heaters or
50% of a combination).
Three residential tower
alternative heating system that would otherwise be
All capital costs of the energy centre up to the
blocks with electric
installed (e.g. individual gas boilers) that meet current
point of its interface with the distribution
heating through
building regulations and related costs where applicable
network infrastructure e.g. not just the heat
individual contracts
e.g. operating equipment, utility connection, flue
source such as a CHP unit but also monitoring
construction etc.
and operating equipment, the generation plant
All capital costs of installing a new electrical heaters or
building, associated equipment, land
alternative heating system that would otherwise be
acquisition, site and landscaping works and
Single commercial
installed (e.g. gas boiler) that meet current building
related costs where applicable e.g. peaking
property
regulations and related costs where applicable e.g.
plant boilers, thermal stores where they are
operating equipment, utility connection, flue
integrated with the energy centre, etc.
construction etc.
250 residential units
Individual domestic gas boilers that meet heating
currently connected
demand for 250 properties. All capital costs of installing
individually to the gas
new individual standard gas boilers and related e.g.
grid.
operating equipment, utility connection, flue
construction etc.
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Heating and hot water
source by customer
group

New build development
containing a mixture of
residential and
commercial units

Upgrade of an existing
energy centre so that
the heat network meets
HNIP standards

Conventional production plant/energy centre for
purposes of State aid – the heat source that would
be installed in the absence of the heat network
The hypothetical heating and hot water system that
would have been installed if the heat network had not
been chosen
Depending on local planning requirements and
Building Regulations, heat demand and project
characteristics the conventional plant could be;
individual heating and hot water solutions (commonly
gas boilers for individual properties) or a communal
heating and hot water solutions for multi-occupancy
buildings (commonly building scale gas boiler) or a
network scale gas boiler for a heat network.
Costs necessary for modernisation of the existing heat
source to meet building regulations without upgrading it
to the required efficiency level. Includes all related
energy centre costs e.g. any changes to monitoring
and operating equipment, ancillary plant, any
repurposing of housing unit, thermal stores integrated
with the energy centre etc.

Proposed energy centre/production plant –
the heat network

Cost of upgrading to an efficient production
plant that meets HNIP standards (e.g. 50%
renewable, 50% waste heat, 75% CHP or 50%
of a combination) and all other related energy
centre costs e.g. monitoring and operating
equipment, ancillary plant, any repurposing of
housing unit etc.
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Eligibility for an uplift to the maximum amount of allowable aid for the energy
centre/production plant
As outlined above organisations may be eligible for an uplift of the maximum amount
of allowable aid for the energy centre/production plant based on their size or
location, further detail is provided below.
Uplift of maximum aid intensity for production plant by size
Aid intensity for the production plant may be increased by 20 percentage points for
aid granted to small undertakings and by 10 percentage points for aid granted to
medium-sized undertakings.
Small: employs less than 50 people and whose annual turnover and/or annual
balance sheet does not exceed €10m
Medium: employs less than 250 people and does not have a turnover exceeding
€50m and or/an annual balance sheet total not exceeding €43m

See annex I of the EU guidance for more information: http://eur-lex.europa.eu/legalcontent/EN/TXT/PDF/?uri=CELEX:32014R0651&from=EN
Uplift of maximum aid intensity for production plant by location
The aid intensity for the production plant may be increased by 15 percentage points
for investments located in assisted areas fulfilling the conditions of Article 107(3)(a)
of the Treaty and by 5 percentage points for investments located in assisted areas
fulfilling the conditions of Article 107(3)(c) of the Treaty.

To see if you may be eligible for support see Article 2, Paragraph (27), of
Commission Regulation (EU) No 651/2014 of 17 June 2014 declaring certain
categories of aid compatible with the internal market in application of Articles 107
and 108 of the Treaty (2014) Official Journal of the European Union L 187/1
http://eur-lex.europa.eu/legalcontent/EN/TXT/PDF/?uri=CELEX:32014R0651&from=EN and Department for
Business Innovation and Skills (2014) An introduction to assisted areas.
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/36565
7/BIS-14-1152-An-introduction-to-assisted-areas.pdf
Calculating the maximum allowable aid for the energy centre/production plant
Applicants will be required to complete the following sections in the ‘State Aid
Assessment’ tab of the General Input Template.

1.

State Aid from other sources: input the total value of state aid from any
other sources that your heat network is due to receive or currently in receipt
of. If no aid is being received from other sources input a £0 value. If aid is
being provided from other sources provide a breakdown and description of
the aid including which parts of your heat network will receive the state aid.
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Applicants are advised to consider Annex C which includes examples of
where aid could interact with HNIP. This information is needed to add up the
total aid being provided for the energy centre/generation plant and
distribution network to ensure the allowable aid thresholds are not breached
when added together (cumulation).
2.

Cost of proposed energy centre/production plant in heat network: this
will be extracted from elsewhere in your application.

3.

Cost of conventional energy centre/production plant: input the total cost
of the conventional generation plant. You will need to provide a breakdown
of costs in table 1 on the ‘State Aid Assessment’ tab. This will include a
breakdown of costs by connection types for your project. A connection type
is a grouping of end users/buildings that share the same type and size of
conventional plant e.g. individual boilers or a communal boiler of a similar
size. The guidance above (Annex B Step 1) and Table B1 in particular
provide more detail on what costs should be included for conventional
generation plant in different circumstances.

The cost of the conventional plant taken from (2) above will be subtracted
from the total cost of the proposed energy centre from (3) above and 45% of
the difference will define the maximum amount of allowable aid for the
energy centre/production plant.
4.

Eligibility for Uplift of support: you will be required to confirm if you are
eligible for an uplift of support for the energy centre/production plant by
indicating if you are eligible based on your organisation’s size or location in
line with the guidance provided above.

Step 2: Maximum allowable aid for the distribution network
Allowable network aid:
= network investment cost – discounted network operating profit over
investment lifetime
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Figure B2: Illustrative distribution network maximum aid calculation
Distribution
network

Investment costs
e.g. £7m

-

Discounted network
operating profit over
lifetime e.g. £3m after
40yrs

Network costs, includes all
Yr 1
10
20
infrastructure, ancillary
and connection costs
Discounted network
operating profit
Allowable network aid =
over lifetime of
network investment cost – network
investment

profit over lifetime

30 40
Discounted
network
operating
cost over
lifetime of
investment

Allowable
network aid =
£4m
(£7m - £3m)

To calculate the maximum amount of aid that can be provided for the distribution
network the operating profit that is attributable to the distribution network only over
the lifetime of the investment is subtracted from the total investment costs required to
build the network. The logic behind the approach is to subtract the profit the network
will make over the lifetime of the investment from the network investment cost to
calculate a ‘viability gap’ e.g. £7m investment cost - £3m profit = £4m viability gap.
Figure B3 below shows where the revenues from the network over the lifetime of the
investment are less than the network investment cost (projects A and C) then
network aid is permissible but where network profit over the lifetime of the
investment equals or exceeds investment costs no aid can be granted (project B).
Network investment costs
Include all capital costs related to building the distribution network infrastructure
which delivers energy from the energy centre/ production plant to end customers
including the heat interface units. This should include any network costs including
eligible secondary or tertiary works (including customer connections) where they are
part of the HNIP application and any thermal stores, pumping and distribution
equipment located outside the energy center/production plant and electricity
distribution infrastructure where applicable. The capital costs of the distribution
network will be taken from information provided in your application.
Network operating profit
The allocation of the operating profit to the distribution network will depend on
whether the management/operation of the network is separated from the power
plant. If it is separate, the operating profit stems from the management/operation of
the distribution network29.

29

Financial Reporting Council, Financial Reporting Standard 102, September 2015, para 5.9B
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Figure B3: Amount of allowable network aid under a range of scenarios
Distribution network investment
cost

£7m

Distribution network operating
profit over lifetime of investment

£3m
£4m

Distribution network investment
cost

£7.2m

Distribution network operating
profit over lifetime of investment

£7m

£7m

Project B
Allowable
network aid =
£0m

Eligible distribution network costs

Distribution network investment
cost
Distribution network operating
profit over lifetime of investment

£0m

Allowable
network aid =
£4m

Eligible distribution network costs

£7m

£2m

Project A

Project C
Allowable
network aid =
£7m

Eligible distribution network costs

However, in many cases a single entity will apply for support from HNIP for the entire
heat network (production plant and the distribution network). In this case the
allocation of operating profit would be based on ordinary accounting principles which
means participants will have to apportion the costs and revenues that arise from
operation of the network. The guidance provided in this section provides a method to
assist those developing their approach to apportioning profit to their network.
However, it is not the only approach that could be adopted. It will be the
responsibility of applicants to develop the best approach for allocating profit to their
network for their projects for this calculation.
Operating profit & discount rate
‘Operating profit’ means the difference between the discounted revenues and the
discounted operating costs over the relevant lifetime of the investment, where this
difference is positive. The operating costs include costs such as personnel costs,
materials, contracted services, communications, energy, maintenance, rent,
administration, but exclude depreciation charges and the costs of financing if these
have been covered by investment aid.

The revenue and costs items for the calculation need to be discounted back to a
present value so they are comparable to the investment costs. You should use the
discount rate you are using in your model for this purpose.
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Example methodology:
The definition above states that for operating profit you must ‘exclude, for the
purpose of this Regulation, depreciation charges and the costs of financing if these
have been covered by investment aid’. This implies a pre-aid operating profit as aid
for ‘depreciation charges and the costs of financing’ are not being provided for
through HNIP Funding.
Inclusion of depreciation means that applicants will need to consider what is an
appropriate depreciation rate for the assets in the distribution network and what their
residual value might be at the end of the project. Normally these are principally the
pipe network and the heat interface units.
The network will probably have a life close to the project life so for example if that is
40 years you could consider depreciating at 2.5% pa and similarly the heat interface
units a 20 year life so you could consider depreciating at 5% pa although this
ultimately for the applicant to establish.
Allocating revenues and costs
Revenues for the distribution network are received from the production plant to
distribute heat to end customers (a Use of System ‘UoS’ charge). This would
typically be expressed in pence per kWh. You will need to consider how to set your
UoS charge for the distribution network taking into account the allocation of costs
and revenues e.g. it might be set to be greater or equal to costs e.g. UoS ≥ C.
Relevant lifetime of investment
Investment lifetime or the ’relevant lifetime of the investment’ is the project lifetime as
defined by the HNIP applicant. This is the period over which revenues and costs
have been modeled for the project in developing the business case and the subject
of the HNIP application e.g. if the time horizon was 25yrs for the business case this
same horizon should be used to model costs and revenues for the network.
An illustrative of how costs and revenues might be apportioned across a heat
network is set out in figure B4 below.
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Figure B4: Illustrative example of how costs and revenues might be apportioned in a project
Generates
heat/cooling/
electricity for
distribution
network

Owns and operates
pipes/infrastructure to
distribute
heat/cooling/electricity to
customer

Operates admin for
sale of heat/electricity
to end customer e.g.
billing, metering etc

End user of
heat/electricity
END CUSTOMER

GENERATION

DISTRIBUTION

SUPPLY
Transport
of heat/
electricity

Heat/electricity

xkW

Bills,
metering
etc

Revenue from providing
admin services e.g.
metering/billing

Revenue from sales of
power and electricity
less distribution/supply
charges
Distribution network
operating profit

Network revenue= charge
levied for distribution of
heat/electricity + assumed
profit margin on top (where
relevant). Typically
expressed in a in pence per
kWh.

Network costs: includes all costs involved
in delivering energy from the Production
plant/energy centre to end customers
including the heat interface units e.g.
depreciation of distribution network (pipe +
heat* interface units), personnel costs,
materials, contracted services and
administration, etc.

* the network will probably have
a life close to the project life
e.g. if 40 years you could
consider depreciating at 2.5%
pa and similarly if the HIUs had
a 20 year life so you could
consider depreciating at 5% pa.

66

Annex B: State aid detailed guidance

Calculating the maximum allowable aid for the distribution network
Applicants will be required to complete the following sections in the ‘State Aid Assessment’
tab of the General Input Template.

1.

Distribution network costs: this will be taken from elsewhere in your application

2.

Total network operating profit: you will be required to input the total value of the
discounted operating profit of the distribution network over the relevant lifetime of
the investment. You will also be asked to provide text summarising how you
arrived at the operating profit figure given bearing in mind the guidance above
(Step 2 of Annex B). This should also reference any calculation sheets or inputs
used from elsewhere e.g. from the financial model or business case. There is a
maximum limit of 300 words.

Onward investment of HNIP funds
Under the pilot a range of different commercial structures will be eligible for apply for HNIP
support ranging from wholly public sector owned heat networks to applicants on-investing
in majority or wholly private sector owned heat networks.
Any entity in receipt of HNIP funding will need to undertake their own assessment to
ensure any investments or procurement they undertake, including on-investing, are State
aid compliant. Authorities should carefully consider whether on-investing HNIP funding
could result in the conferral of State aid to another undertaking, for example a partner in a
Joint Venture structure or a Special Purpose Vehicle established under a Joint Venture
scheme itself. Further information can be found in the state aid guidance (see ‘PART C –
STATE AID’, pg. 28) of the Detailed Project Development guidance which can be made
available on request.
State Aid to Third Parties
Where State resources (‘State aid’) are used to fund infrastructure, access to which is
charged at below-market rates, then this has the potential to provide an indirect State aid
to those users which are classified as ‘undertakings’. An undertaking means any
organisation engaged in putting goods or services on a market, for example a commercial
landowner, or a firm engaged in commercial activity. Support to private individuals is in
most circumstances not a State aid, unless the individual is engaged in putting goods and
services on a market (e.g. a landlord).

Participants should be aware that there is the potential for indirect State aid to occur to
users of HNIP-funded networks where below-market heat prices are sold to undertakings
accessing the network. When developing a commercially attractive offer, for example
including discounted rates on price, participants should carefully consider the potential
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indirect benefit that users may receive. In order to minimise the potential for a passing
through of aid as a result of below-market rates, participants should consider the following:
1.

Ensuring that any ‘undertakings’ using the network are established in an open and
non-discriminatory manner founded on the principle of technical feasibility of the
project and not on selectivity e.g. based on the results of heat mapping and energy
master planning and or feasibility exercises.

2.

Ensuring that where discounted heat is sold to an undertaking, this reflects the
incremental costs caused by that user in accessing the heat network as well as a
reasonable margin for the network operator.
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Annex C: Examples of where State aid or public funding
could interact with HNIP
Table C1: List of other Government schemes that applicants can combine HNIP funding with
Note: This list is not intended to be exhaustive. Applicants should confirm with other relevant granting authority whether
funding will or has been issued as State aid.

Scheme

Type of heat networks eligible for
scheme support

RHI (Renewable Heat Heat networks supplied by renewable
Incentive)
heat

Is the funding
considered State Aid?

Yes

Can the scheme be used
30
alongside HNIP capital?

Link to the scheme
webpage

Yes for parts of the heat network
not supported by RHI i.e. works
to access recoverable heat,
https://www.gov.uk/nonpipes and secondary/tertiary
domestic-renewable-heatsystems
incentive
No for the heat generation plant
benefiting from RHI

Contracts for
Difference (CfDs)

30

Heat networks supplied by new
renewable CHP capacity

Yes

Yes for parts of the heat network
not supported by the CfD i.e.
works to access recoverable
https://www.gov.uk/govern
heat, pipes and
ment/collections/electricitysecondary/tertiary systems
market-reform-contractsfor-difference
No for the energy generation
plant benefiting from the CfD

If there is still a funding gap and if this is allowable under relevant scheme rules and compliant under State Aid obligations.

69

Annex C: Examples of where State aid or public funding could interact with HNIP

Scheme

Renewables
Obligation (RO)

Type of heat networks eligible for
scheme support

Heat networks supplied by new
renewable CHP capacity

Is the funding
considered State Aid?

Yes

Can the scheme be used
30
alongside HNIP capital?

Link to the scheme
webpage

Yes for parts of the heat network
not supported by the RO i.e.
works to access recoverable
https://www.ofgem.gov.uk/e
heat, pipes and
nvironmentalsecondary/tertiary systems
programmes/ro
No for the energy generation
plant benefiting from the RO
Yes

http://www.wrap.org.uk/cont
ent/rural-communityenergy-fund

Yes

Yes

https://www.gov.uk/guidanc
e/urban-community-energyfund

Potentially
(case by case
consideration required)

Yes

http://salixfinance.co.uk/loa
ns

No

Yes

http://www.dmo.gov.uk/inde
x.aspx?page=PWLB/Introd
uction

Heat networks are eligible for ECO
support for the following measures:
• new connections to domestic premises
from new or existing heat networks;
ECO (Energy
• upgrades of existing heat networks
No
Company Obligation)
where substantial replacement work is
carried out to the plant and/or pipework;
• the installation of heat meters to
existing connections.

Yes

https://www.ofgem.gov.uk/e
nvironmentalprogrammes/eco

Rural Community
Any type of community heat networks (in
Yes
Energy Fund (RCEF) England only)
Any type of community heat networks (in
England only)
Urban Community
Eligibility relates to location, level of local
Energy Fund (UCEF)
community benefit and legal structure
(community groups, charities, parish
councils)
Eligible components are listed on the
Salix website:
Salix Finance
http://salixfinance.co.uk/knowledgeshare/technologies
Any type
Public Works Loan
Board (PWLB)
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Scheme

Type of heat networks eligible for
scheme support

Is the funding
considered State Aid?

Can the scheme be used
30
alongside HNIP capital?

Link to the scheme
webpage

Any type

Potentially
(case by case
consideration required)

Yes

https://www.planningportal.
co.uk/info/200126/applicatio
ns/70/community_infrastruc
ture_levy

Any type

Potentially
(case by case
consideration required)

Yes

http://www.pas.gov.uk/s106

Local Growth Fund
(LGF)

Any type

Potentially
(case by case
consideration required)

Yes

https://www.gov.uk/govern
ment/collections/localgrowth-deals#about-thegrowth-deals

Enhanced Capital
Allowances (ECAs)

Networks supplied by a qualifying CHP
plant, heat pump, biomass boilers and
solar thermal water heaters.
• Insulation materials are also covered
but not pre-insulated pipework.
• Ancillary equipment (e.g. lighting,
controls, motors) may also be covered

Community
Infrastructure Levy
(CIL)
Section 106 of the
Town and Country
Planning Act (s106
Agreements)

No (for energy efficient
technologies)
Yes (for low enterprise
zones)

Yes

https://www.gov.uk/govern
ment/publications/enhanced
A public applicant can on-invest
-capital-allowance-schemeHNIP Pilot funding into a private
for-energy-savingheat network benefiting from the
technologies
ECA scheme

Yes

Yes

https://www.gov.uk/govern
ment/publications/fundingcompetition-innovation-ininfrastructuresystems/competition-briefinnovation-in-infrastructuresystems

UK Municipal Bonds
Any type
Agency (UKMBA)

No

Yes

https://www.ukmba.org/

Heat Networks
Any type
Delivery Unit (HNDU).

Yes. Covers different types of
Potentially (if LA is owning
eligible cost (feasibility studies)
or operating a heat
so does not count towards
network)
capital threshold.

Competition brief:
innovation in
infrastructure
systems

Heat networks that show clear and
significant innovation

https://www.gov.uk/govern
ment/publications/heatnetworks-funding-streamapplication-and-guidancepack
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Scheme

Type of heat networks eligible for
scheme support

Is the funding
considered State Aid?

Can the scheme be used
30
alongside HNIP capital?

Link to the scheme
webpage

EU funds, eg Horizon
Any type
2020

Potentially (if under direct
Yes
control of Member State)

https://ec.europa.eu/progra
mmes/horizon2020/

European Regional
Development Fund
(ERDF)

Any type

As above

Yes

http://ec.europa.eu/regional
_policy/en/funding/erdf/

Joint European
Support for
Sustainable
Investment in City
Areas (JESSICA)

Any type

As above

Yes

http://ec.europa.eu/regional
_policy/en/funding/specialsupport-instruments/jessica/

European Energy
Efficiency Funds
(EEEF)

Any type

As above

Yes

http://www.eeef.eu/

European Investment
Any type
Bank (EIB)

As above

Yes

http://www.eib.org/

EU – Horizon 2020:
European Local
Energy Assistance
Facility (ELENA)

As above

Yes

http://www.eib.org/products/
advising/elena/index.htm

Yes

https://ec.europa.eu/researc
h/participants/portal/doc/call
/h2020/h2020-ee-2014-4pda/1597660-pda-faqv1_en.pdf

EU – Project
Development
Assistance under
H2020

Any type

Any type
Projects should be innovative and be
replicable.

As above
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Annex D: Pre-Qualification Questions - Tool Tips/Help
Table D1: Pre-qualification application questions
The table below shows what ‘tool tips/help text’ will be shown when applicants answer ‘yes’ or ‘no’ to the pre-qualification
questions.
Question
(Eligibility question indicated in bold)

Answer

Tool Tip/Help

Only projects in England or Wales are
eligible to apply. Please provide postcode of
planned energy centre to confirm eligibility

Free Text

Only projects in England and Wales are eligible to apply. For those projects
in Scotland there is the Scottish District Heating Loan Fund
(http://www.energysavingtrust.org.uk/scotland/grants-loans/district-heatingloan).

Do you have the internal authorisation to
make this application on behalf of the
organisation applying for funding?

Drop down: Y/N

Those submitting applications should be the appointed authorised
representative given the relevant delegated authority to make this
application.

What type of organisation is making this
application for funding?
Please note only public sector, excluding
central government, are eligible to apply.

Drop down:
Local authority,
Wider public sector,
Central Government or
non-public sector

If none of these apply but you think you are eligible please contact Salix
using the details at the bottom of this form. See applicant guidance for
details on eligible organisations.
Only the project sponsor and/or owner/operator are eligible to apply for
funding.

Is this organisation the heat network
project sponsor and/or (planned)
owner/operator? Select all that apply.

Tick Box:
Project sponsor,
Owner Operator,
Neither

"Project sponsor - Entities that initiate heat network projects. They may or
may not decide to own or operate the heat network.
Owner/Operator – Entities that both owns and operates a heat network
(operators only are not eligible to apply).
See applicant guidance for details on eligible organisations.

73

Annex D: Pre-Qualification Questions - Tool Tips/Help
Please confirm your heat network project
meets the following definition: The heat
network will distribute thermal energy in
the form of steam, hot water or chilled
liquids from central source(s) of
production through a network to multiple
buildings or sites for the use of space or
process heating, cooling or hot water?

Please confirm there is no technical
impediment which would prevent future
network expansion or interconnection
and you can provide evidence to confirm
this at full application.

Please confirm there is no contractual
impediment which would prevent future
network expansion (or interconnection?)
and you can provide evidence to confirm
this at full application.

Drop down: Y/N

Heat networks eligible to apply for HNIP support must meet the Heat
Network (Metering and Billing) Regulations 2014 definition
(http://www.legislation.gov.uk/uksi/2014/3120/pdfs/uksi_20143120_en.pdf)
Please note communal heating, where there is a single heat source within a
single multi-tenanted property, does not meet this definition.

Drop down: Y/N

Applicants do not need to provide plans for expansion or evidence that the
heat network will expand but will need to confirmation that should expansion
opportunities arise in the future
• The contractual arrangements do not prohibit connection / expansion and;
• The technical specification of the network mean that it would be
impossible or economically unfeasible to expand / interconnect.
If you answer ‘No’ the following text will appear: Networks that have a
technical impediment to expansion, e.g. technical design means expansion
or interconnection is not technically achievable, are not eligible to apply for
the scheme. Note that you do not need to have a plan to expand the heat
network at this stage, just confirm there is no technical impediment to doing
so in the future. If you are unsure whether a technical design issue would
fall into this category please email hnip@salixfinance.co.uk for clarification.

Drop down: Y/N

Applicants do not need to provide plans for expansion or evidence that the
heat network will expand but will need to confirmation that should expansion
opportunities arise in the future:
• The contractual arrangements do not prohibit connection / expansion and;
• The technical specification of the network mean that it would be
impossible or economically unfeasible to expand / interconnect.
If you answer ‘No’ the following text will appear: Networks that have a
contract impediment to expansion, e.g. contract explicitly prohibits
connecting to additional customers, are not eligible to apply for the scheme.
Note that you do not need to have a plan to expand the heat network at this
stage, just confirm there is no contractual impediment to doing so in the
future. If you are unsure whether a contractual issue would fall into this
category please email hnip@salixfinance.co.uk for clarification.

74

Annex D: Pre-Qualification Questions - Tool Tips/Help

What kind of heat network project is this?

Drop down:
New heat network,
expansion of an existing
heat network,
interconnection of two
heat networks,
refurbishment of an existing
heat network

This question is not one of the eligibility criteria and is for monitoring
purposes only.

What combination of heating, cooling and
electricity will the heat network provide?

Drop down: Heating, Cooling,
Heating (with electricity),
Cooling (with electricity),
Heating and cooling, Heating
and cooling (with electricity)

This question is not one of the eligibility criteria and is for monitoring
purposes only.

What type of customers will the heat network
serve? Select all that apply.

Tick Box:
Domestic - Public sector,
Domestic - Private Sector,
Non-Domestic - Public sector,
Non-Domestic - Private Sector

This question is not one of the eligibility criteria and is for monitoring
purposes only.

What type of buildings will the heat network
serve? Select all that apply.

Tick Box: Existing,
New build

This question is not one of the eligibility criteria and is for monitoring
purposes only.

Please set out your funding request
specifying in which year the money will be
spent. Note: there is a minimum total award
size of £50,000.

Numerical values (£m) – Total
costs and HNIP funding
request by year

Please confirm you are not applying for
costs incurred before this application
date. Any costs incurred prior to the
application date would not be eligible for
funding.

Y/N

Only eligible investment costs for commercialisation and construction will be
eligible for funding. If applying solely for costs outside of these then the
project is not eligible for funding.

Y/N

Guidance on eligible investment costs can be found in the 'Eligible
investment costs' section of the HNIP pilot pre-qualification applicant
guidance document.
If you answer ‘No’ the following text will appear: Only eligible
investment costs for commercialisation and construction will be eligible for
funding. If applying solely for costs outside of these then the project is not
eligible for funding.

Please confirm you are only applying for
HNIP eligible investment costs.

Please see funding requirements and limits section of the guidance.
This question is not one of the eligibility criteria and is for monitoring
purposes only.
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Y/N

HNIP has been designed to bring forward projects that would not have
proceeded without Government funding. You will therefore need to provide
evidence of funding gap through a financial model and evidence that IRR
without Government support does not meet the hurdle rate of investors for
this project’s risk profile.
If you answer ‘No’ the following text will appear: Projects that would
have gone ahead without Government support are not eligible.

If you are on-investing into a whole or
majority private sector controlled heat
network as loan or equity, are you
applying for an HNIP loan?

Y/N/NA

If you are investing into a whole or majority private sector controlled heat
network, through a loan or equity, you can only apply for an HNIP loan.
More information on control can be found in the 'Heat network commercial
structures in which HNIP capital can be invested and relevant funding
mechanisms; grants and loans' section of the HNIP Pilot pre-qualification
guidance document.

For all other applicants, please indicate if you
are applying for a grant or a loan.

Grant/Loan/NA

This question is not one of the eligibility criteria and is for monitoring
purposes only.

Where your organisation, as the public
sector applicant, is intending to control the
heat network, the full value of the heat
network will sit on your balance sheet. Was
this balance sheet impact (excluding any
HNIP award) forecast at the point of the
2015 spending review

Drop down: Y/N

Spending review was on 25th November 2015.
More information on control can be found in the 'Heat network commercial
structures in which HNIP capital can be invested and relevant funding
mechanisms; grants and loans' section of the HNIP Pilot pre-qualification
guidance document.
This question is not one of the eligibility criteria and is for monitoring
purposes only.

Where your organisation as the public sector
applicant is intending to invest in this heat
network, was this expenditure (excluding any
HNIP award) forecast at the time of the 2015
spending review?

Drop down: Y/N

Spending review was on 25th November 2015.
This question is not one of the eligibility criteria and is for monitoring
purposes only.

Free text

This may include heat connection charges, capital reserves, grants, funding
from owner-operators or third party investors.
This question is not one of the eligibility criteria and is for monitoring
purposes only.

Please confirm that the amount of HNIP
funding you have requested does not
exceed your funding gap (as defined in
HNIP pilot pre-application guidance) and
you will be able to provide evidence of
the funding gap at full application.

Please indicate the anticipated source(s) of
the remaining funding with percentages
(please indicate if any of these are sources
of UK government funding.
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Please confirm you will be able to provide
a business case or equivalent (including
delivery plan and procurement strategy),
cash flow or financial model, Heads of
Terms with anchor load customers,
technical design and techno-economic
modelling at full application.

Drop down: Y/N

More information on these documents can be found in the 'Before you
apply' section of the application guidance (insert link).
To be able to fully assess eligibility at stage 2, all of these documents are
required. If you do not currently have these documents as they have not yet
been produced or your project is not at this stage you cannot apply at this
stage.

Please confirm you have senior
management/executive/cabinet/board
approval and long term commitment to
the project (i.e. covering the time period
to construct the heat network) and that
can you provide evidence of this at full
application?

Drop down: Y/N

For example evidence may be in the form of minutes or a letter confirming
the business case has been approved by the board/cabinet.
If you answer ‘No’ the following text will appear: Applicants will need to
be able to demonstrate that they have the appropriate internal approvals to
show the project has commitment to be fully completed. For example, a
letter of support from the section 151 officer.

Please confirm that the heat network for
which you are applying for HNIP funding
will use at least 50% renewable energy,
50% waste heat, 75% CHP or 50% of a
combination of such energy and heat.
Applicants should use the following
metric – heat generated by the heat
network over the lifetime of the initial
primary heat source

Drop down: Y/N

If you answer ‘No’ the following text will appear: In order to be eligible
for HNIP funding your network will need to meet this definition

Drop down: Y/N

A guide to complying with these regulations can be found here
(https://www.gov.uk/guidance/heat-networks).
If you answer ‘No’ the following text will appear: Projects that do not
comply with the heat networks (Metering and Billing) Regulations 2014 are
not eligible for the scheme.

Drop down: Y/N/NA

https://www.gov.uk/guidance/combined-heat-power-quality-assuranceprogramme
If you answer ‘No’ the following text will appear: CHPQA compliance is
required to demonstrate CHP plants are of 'good quality'. Without this
certification CHP projects are not eligible for funding.

Can you confirm that the heat network
will comply with EU metering and billing
requirements as implemented into
domestic law by the Heat Networks
(Metering and Billing) Regulations 2014?
Can you confirm that if your heat network
incorporates CHP, it will be designed and
operated as good quality CHP to achieve
annual CHPQA compliance?
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Drop down: Y/N

Guidance on this will follow the full application applicant guidance
document.
If you answer ‘No’ the following text will appear: In line with HNIP's aim
of delivering carbon savings for carbon budgets 4 (2023-2027) and 5 (20282032) and across the lifetime of the infrastructure asset carbon savings will
need to be demonstrable. This is to enable carbon savings to be quantified
across the whole scheme. Projects that cannot demonstrate this are not
eligible.

Can you confirm your intention that the
levelised heat price for each of your
domestic customer types will be no more
than the counterfactual and you can
evidence this at full application?

Drop down: Y/N/NA

More guidance on this will be in included in the full application guidance
document. At this stage an intention to ensure this is fulfilled is sufficient.
These calculations do not necessarily need to have been completed but this
will be required at full application.
Please note that applicants will also need to provide evidence of pricing for
non-domestic customers in the full application.
If you answer ‘No’ the following text will appear: Applicants must be
able to demonstrate a commitment to customer protection by ensuring that
levelised heat price is no more than the counterfactual.

Can you confirm if the heat network is
supplying domestic and/or microbusiness customers the heat network will
either join Heat Trust or, if not eligible to
apply to join Heat Trust, will you provide
equivalent contractual standards and
evidence this at full application?

Drop down:
Yes/
No/
No domestic or micro-business
customers

Note this only applies when the operation of the heat network commences.
http://www.heattrust.org/
If you answer ‘No’ the following text will appear: Applicants must be
able to demonstrate a commitment to customer protection by meeting Heat
trust or equivalent standards to be eligible.

If the heat network is supplying nondomestic customers will you provide
evidence of relevant contractual
standards equivalent to Heat Trust at full
application?

Drop down:
Yes/
No/
No non-domestic or microbusiness customers

http://www.heattrust.org/

Drop down: Y/N

We would expect most projects to have completed objectives one and two
of the draft self-assessment checklist or equivalent. Please see the relevant
annex in the HNIP pilot pre-qualification applicant guidance.
If you answer ‘No’ the following text will appear: Compliance with the
CIBSE/ADE CP1 code is a minimum eligibility requirement to demonstrate
network design and build meets the eligible standard.

Can you confirm your heat network will
save carbon and you will be able to
quantify these annual savings (tonnes
CO2e) across the lifetime of your project
at full application?

Has work to date on the heat network
followed the CIBSE/ADE CP1 code of
practice and will it be followed for
subsequent stages?
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Please confirm that the way you put your
money into the marketplace complies
with state aid requirements?

Will you be able to provide heads of
terms agreement or contracts for all
revenues (for heat customers, anchor
load contractual evidence only is needed)
for projects about to enter design and
build? Or initial agreements for projects
in early stage projects?
Do you consent to the Department for
Business, Energy, and Industrial Strategy
releasing any project data within your
application necessary in order to meet
regulatory or legislative requirements,
such as state aid transparency
requirements?

In order to apply for HNIP capital funding
applicants are asked to demonstrate that
their project would not have gone ahead
without Government funding. Please indicate
for which of the two following reasons your
project needs Government funding:
a) New heat networks; or
b) Existing heat networks and networks
initiated through planning

Drop down: Y/N

Guidance on this can be found in the 'Public sector entities putting money
into the market place' section of the application guidance.
If you answer ‘No’ the following text will appear: HNIP funding, as well
as on-investment, will need to be awarded in line with state aid rules. If this
cannot be demonstrated via the information submitted in full applications
then these projects will not be eligible.

Drop down: Y/N

Further guidance on this issue can be found in the 'How we work together'
section of the HNIP pilot pre-qualification applicant guidance document.
Anchor load customers are the subset of heat customers that enable the
heat network to breakeven
If you answer ‘No’ the following text will appear: Heads of terms
agreements and/or contracts are required to demonstrate the viability of
projects based on committed customers taking off heat from the network.

Drop down: Y/N

Information submitted will be used only in circumstances where this is
absolutely necessary. For example to meet state aid transparency rules (for
awards over 500,000 euros) or to fulfil reporting requirements for the
scheme.
Under FOI/EIR there are exemptions for commercially sensitive information.

Tick Box:
New heat networks;
Existing heat networks and
networks initiated through
planning

New heat networks: Sponsor could not raise the capital, and/or the project
financials (i.e. Internal Rate of Return) are not attractive enough to enable
funding on the open market or through other available means alone. Or
Existing heat networks and networks initiated through planning: Projects
where there is an opportunity to include technical or commercial features
that would deliver additional benefits, but capital cost is currently a barrier.
The technical or commercial feature(s) include those on a pre-approved list
(endorsed by respondents to the consultation (See Annex AC)). Should an
applicant propose something not on the list, they will provide evidence that
the additional feature is something a) not happening commonly currently
and b) that helps to achieve one of the HNIP aims.
Further information on additionality can be found in the 'How much HNIP
funding applicants can apply for' section of the HNIP pilot pre-qualification
application guidance.
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Annex E: Full Application Questions - Tool Tips/Help
Table E1: Full application questions
The table below shows what ‘tool tips/help text’ will be shown when applicants answer ‘yes’ or ‘no’ to the full application
questions. Please note that if an answer given at pre-qualification has changed this may affect your eligibility. Please contact
Salix if this is the case to confirm. Please keep your answers succinct (where free text boxes), bullet points will suffice.
Documents to be uploaded (Please refer to the scoring section of the full application guidance document for a description of what
information will be required in each uploaded document).
i. Outline business case or equivalent - including strategic rationale, procurement strategy for a delivery partner, anticipated sources of funding and
evidence of senior management/executive/cabinet/board approval and long term commitment to the project.
ii. Technical heat network design documentation:
• Feasibility studies including options appraisal
For the heat network for which application is for:
• Technical design of chosen option including drawings/schematics, specifications, and evidence of technical feasibility
• Techno-economic energy modelling including detailed energy assumptions and calculations
• Carbon savings
To be provided in PDF or relevant Microsoft Office format
iii. Cash flow or financial model - one scenario without HNIP funding and one with to demonstrate funding gap
iv. Heads of terms (high level contract or initial agreements) with anchor load heat customers and all other critical revenue sources; this must provide
a clear explanation of who the customer is (e.g. location), and revenue/price (standing and fixed charges), duration of contract and status of
agreement
v. Funding gap evidence demonstrating inability to secure the funding sought from HNIP - possibly showing investor hurdle rates or that for other
reasons other funding cannot be accessed (borrowing limits, gearing or requirements of funders)
vi. HNIP Input Template
vii. If existing network incorporating CHP, upload CHPQA certificate
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viii. Other supporting documentation - e.g. additional supporting documentation for scoring purposes (carbon savings in the long term and end-user
quality of service), or evidence of an additional feature that is not happening already in the heat network market, signed contracts with nondomestic customers, bills for end-users where heat is supplied communally in bulk.

Question

Answer

Tool Tip/Help

Contact First name

Free Text

N/A

Contact Last name

Free Text

N/A

Job Title

Free Text

N/A

Email

Free Text

N/A

Telephone number

Free Text

N/A

Organisation Postal address

Free Text

N/A
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Question

Answer

In order to apply for HNIP capital funding applicants are asked to
demonstrate that their project would not have gone ahead without
Government funding. Please indicate for which of the two following
reasons your project needs Government funding:

Tick box - New heat
network or Existing
heat networks and
heat networks initiated
through planning

a) new heat network; or
b) existing heat network or a heat network initiated through
planning

Tool Tip/Help
New heat networks: Sponsor could not raise the
capital, and/or the project financials (i.e. Internal Rate
of Return) are not attractive enough to enable funding
on the open market or through other available means
alone.
or
Existing heat networks and heat networks initiated
through planning: Projects where there is an
opportunity to include technical or commercial features
that would deliver additional benefits, but capital cost
is currently a barrier. The technical or commercial
feature(s) include those on a pre-approved list
(endorsed by respondents to the consultation (See
Annex AC)). Should an applicant propose something
not on the list, they will provide evidence that the
additional feature is something a) not happening
commonly currently and b) that helps to achieve one of
the HNIP aims.
Further information on additionality can be found in the
full application guidance.
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Please provide a narrative on how changes in future heat source/s
and energy loads would contribute to future additional carbon
savings, with reference to evidence provided. Please see the Full
Application Guidance document for more information. (Word limit?
- 1000 words)

Free Text

See full application guidance for further information on
how this narrative must cover future heat sources and
future expansion plans and energy loads.

If your heat network will exceed the minimum Heat Trust standards
for domestic end-user customers connected to the heat network,
please provide a narrative of how this will be exceeded, with
reference to the evidence provided. The narrative should address
the standards outlined in the Full Application Guidance document.
(Word limit? - 1000 words)

Free Text

You will need to outline how this project demonstrates carbon
savings, up to the end of the lifetime of the initial primary heat
source

Free Text

See full application guidance for further information on
the inputs required by applicants, for BEIS to calculate
short term carbon savings.

Free Text

See full application guidance for further information on
the inputs required by applicants, for BEIS to assess
the heat price for the heat network and counterfactuals.

Free Text

See full application guidance for further information on
the inputs required by applicants, for BEIS to calculate
Social NPV.

This should be a succinct narrative (bullet points will
suffice), maximum of 1,000 words, and reference the
evidence provided.
See full application guidance for further information on
the declaration and evidence of contractual standards
to be provided to indicate quality of service.
This should be a succinct narrative (bullet points will
suffice), maximum of 1,000 words, and reference the
evidence provided.

Please indicate where this evidence can be found in the uploaded
documents (document name and page)?
Note BEIS will also use the figures provided in the Input Template
to calculate carbon savings.
You will need to outline the heat price for end consumers and
counter-factual heat price for your project.
Please indicate where this evidence can be found in the uploaded
documents (document name and page)?
Note BEIS will also use the figures provided in the Input Template
to calculate the heat price comparison.
You will need outline Social NPV calculations for your projects.
Please indicate where this evidence can be found in the uploaded
documents (document name and page)?
Note BEIS will also use the figures provided in the Input Template
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to calculate Social NPV.

Please set out your funding request specifying in which year the
money will be spent. Note: there is a minimum total award size of
£50,000.

Numerical values (£m)
– Total costs and
HNIP funding request
by year

If you are on-investing into a whole or majority private sector
controlled heat network as loan or equity, are you applying for an
HNIP loan?

Drop down - Y/N/NA

If you are investing into a whole or majority private
sector controlled heat network, through a loan or
equity, you can only apply for an HNIP loan.
More information on control can be found in the 'Heat
network commercial structures in which HNIP capital
can be invested and relevant funding mechanisms;
grants and loans' section of the HNIP Pilot prequalification guidance document.
If you are applying for HNIP funding for an additional
technical/commercial feature for your existing heat
network, please select "N/A"

For all other applicants, please indicate if you are applying for a
grant or a loan

Drop down Grant/Loan/NA

You need to provide evidence that the HNIP funding you have
requested does not exceed your funding gap. Please indicate
where this evidence can be found in the uploaded contractual
documents (document name and page)?

Free text

See full application guidance for further information on
evidencing your funding gap.

Note this will need to include two scenarios: one without HNIP
funding and one with HNIP funding. Also you will need to provide
supporting evidence from other investors into the project.
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Please indicate the anticipated source(s) of the non-HNIP funding
with percentages (please indicate if any of these are sources of UK
government funding

Free text

This may include heat connection charges, capital
reserves, grants, funding from owner-operators or third
party investors.
If you are applying for HNIP funding for an additional
technical/commercial feature for your existing heat
network, this question is in relation to the additional
feature.

You need to provide evidence demonstrating that your project has
senior management/executive/cabinet/board approval of the
outline business case or equivalent and long term commitment to
the project (i.e. covering the time period to construct the heat
network)?

Free text

We are aware that some outline business cases may
not have been approved at the point of this application,
please note this will be required prior to funding being
released.

Please indicate where this evidence can be found in the uploaded
documents (document name and page)?
You need to provide evidence to demonstrate, if the heat network
is supplying domestic and/or micro-business customers, that the
heat network has joined or will join the Heat Trust or, if not eligible
to apply to join Heat Trust, contractual standards equivalent to
this?

Free text

For example evidence may be in the form of business
case where outlines how this will be
met/correspondence with heat trust
http://www.heattrust.org/

Please indicate where this evidence can be found in the uploaded
documents (document name and page)?

If you are applying for HNIP funding for an additional
technical/commercial feature for your existing heat
network, this question applies to your existing heat
network, or final heat network following the additional
feature being implemented.

Note this question does not apply if the heat network only supplies
non-domestic customers.
You need to provide evidence to demonstrate relevant contractual
standards equivalent to those of the Heat Trust if the heat network
is supplying non-domestic customers, in relation to the standards
outlined in the Full Application Guidance document.

For example evidence may be in the form of minutes or
a letter confirming the outline business case has been
approved by the board/cabinet.

Free text

For example evidence may be in the form of business
case where outlines how this will be
met/correspondence with heat trust
http://www.heattrust.org/

Please indicate where this evidence can be found in the uploaded
documents (document name and page)?
Note this question does not apply if the heat network only supplies

If you are applying for HNIP funding for an additional
technical/commercial feature for your existing heat
network, this question applies to your existing heat
network, or final heat network following the additional
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domestic and/or micro-business customers.
You need to provide evidence demonstrating that work done on the
heat network to date complies with the CIBSE/ADE CP1 code of
practice (through completed draft checklist or equivalent)?

feature being implemented.
Free text

We would expect most projects to have completed
objectives one and two of the draft self-assessment
checklist or equivalent.

Please indicate where this evidence can be found in the uploaded
documents (document name and page)?

Please see the relevant annex in the full application
guidance.

Please see full application guidance document for further
information on CIBSE/ADE CP1 code of practice or equivalent
standards. See link here to the checklists
(http://www.cibse.org/news-and-policy/consultations/closedconsultations/cp1-heat-networks-client-checklists)

If you are applying for HNIP funding for an additional
technical/commercial feature for your existing heat
network, this question applies to the additional feature
being implemented, as well as your final heat network
following the additional feature being implemented.

Please confirm that the way you will put project money into the
marketplace will comply with state aid requirements?

Drop down - Y/N

Guidance on this can be found in the 'Public sector
entities putting money into the market place' section of
the application guidance.

Please detail what provisions and resources (or arrangements) you
will put in place to ensure that the monitoring and reporting
requirements of HNIP funding will be met in a timely and
comprehensive manner.

Free text

Guidance on reporting and monitoring requirements
can be found in the full application guidance document.
This will outline the frequency and types of information
required.
For example, we would expect details of a named
individual who will carry out this task or how you will
discharge these obligations if you are on-investing.
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ADDITIONAL QUESTIONS FOR EXISITING HEAT NETWORKS/HEAT NETWORKS INITIATED THROUGH PLANNING
If your existing heat network incorporates CHP
has this achieved CHPQA compliance?

Drop down - Y/N

https://www.gov.uk/guidance/combinedheat-power-quality-assurance-programme

Please select from the list any technical or
commercial features you are applying for funding for.
Tick all that apply.

Expansion, refurbishment or interconnection;
Network future-proofed for later expansion or
interconnection; Deploying best practice
identified in CIBSE ADE Code of Practice
CP1:2015;
Thermal store and modular approach to heat
sources including the ability to provide
electricity system balancing;
Customer service innovation (including smart
customer meters and controls) and smart
system management with robust monitoring
strategy;
Low carbon and renewable systems that will
exceed the minimum requirements of HNIP:
i.e. Heat network generating more than 50%
renewable heat, 50% waste heat, 75% CHP
or 50% of a combination of renewable, waste
and cogenerated heat;
Lower temperature primary heat networks;
N/A

Further guidance on additional features can
be found in the full application guidance as
well as information on evidence required for
additional features that are not listed.

If not in the list, please specify what this additional
feature is and provide evidence that this is not
commonly happening already and how this meets
one of the HNIP aims.

Free Text

Further guidance on additional features can
be found in the full application guidance as
well as information on evidence required for
additional features that are not listed.

Please provide certificate via upload.
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Annex F: Indicative Reporting
Requirements
During commercialisation, design and build phases
• Project name
•

Project location

•

Contact details

•

Narrative on risks / issues that have arisen, any design changes made / required
that would impact on timings, costs and/or benefits

•

Project RAG status

•

Project expenditure against projections

•

Forecast key milestone completion dates, including:
o End commercialisation / design freeze
o Contract let dates for main contractual items
o Construction complete of major items – energy centre, pipe network,
connections etc.
o Commissioning complete
o Heat supply dates for different customers

During operational phase
• Project name
•

Project location

•

Contact details

•

Narrative on risks / issues that have arisen, any design changes made / required
that might impact on tariffs, costs and/or benefits
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•

Information on financial performance of the project

•

System performance reports
o Heat losses
o Efficiency of heat generation
o Tariffs and Consumer bills
o Volume of heat delivered
o Volume of coolth delivered (if applicable)
o Volume of electricity generated (if applicable)
o Number of Domestic Customers
o Number and type of Non-Domestic Customers
o New connections
o Actual carbon savings from HNIP-supported heat networks based on initial mix
of heat sources
o Potential additional future carbon savings (option value) should heat networks
expand or switch to a lower carbon heat source in the future
o Service availability and satisfaction of customers connected to HNIP supported
projects
o Grid scale energy system benefits (balancing, demand side reduction, storage)
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