
Report to: Environment Committee, 21st July 2020

Report of: Deputy Director - Corporate Policy and Strategy
______________________________________________________________

Subject: WORCESTER CITY HEAT NETWORK FEASIBILITY STUDY

1. Recommendation

That the Committee agrees to: 

1.1 Approve the submission of a bid to the Heat Networks Delivery Unit for 
funding for a heat network feasibility and energy masterplan for a 
Worcester City Heat Network;

1.2 Approve a budget of up to £10k, subject to contributions from relevant 
partners, as match funding to support the bid; and

1.3 To delegate authority to the Corporate Director, Finance and Resources to 
prepare the bid in consultation with the Chair and Vice-chair of the 
Committee.

2. Background

2.1 A heat network (also known as a district heating scheme) supplies heat in the form 
of hot water from a central source to a number of consumers (business or domestic). 
The hot water is carried via a network of underground pipes. Heat networks can be 
small, supplying a few buildings, or much larger, covering an entire city. Often the 
heat source for the network is based on renewable energy, meaning networks can 
reduce carbon emissions as well as fuel bills, which is the often the main driver for 
heat networks.1 (See background paper ‘What is a Heat Network’ for more 
information). 

2.2 There are many potential benefits to a heat network, including significant carbon 
savings (between 1/3 and 2/3 compared with existing individual heating systems). 
The Government see heat networks as a key way in which heating provision will be 
‘decarbonised’ in this country. Already, there are over 14,000 heat networks in the 
UK. A heat network in Worcester could be a significant step forward in our efforts to 
become a carbon neutral city. 

2.3 A recent Government consultation notes that heat networks are “a proven, cost-
effective way of providing reliable low carbon heat at a fair price to consumers, while 
supporting local regeneration”2. 

2.4 Other benefits of a heat network may include:        

1 Information taken from the Association for Decentralised Energy’s Heat Networks: Code of Practice for the UK 
2 https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/878072/heat-networks-
building-market-framework-condoc.pdf

https://www.theade.co.uk/assets/docs/resources/Code_of_Practice_for_Heat_Networks_-_A_guide_for_owners_and_developers.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/878072/heat-networks-building-market-framework-condoc.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/878072/heat-networks-building-market-framework-condoc.pdf


 Reduction in consumer energy costs (5% savings on estimated existing 
costs has been modelled)  which can help with addressing fuel poverty in 
the city when domestic properties are included

 Operational benefits for property owners/operators, including reduced plant 
liability and releasing property floor space 

 Ability to deliver deep and sustained carbon reduction for the town through 
further expansion and incorporating other lower carbon technologies in 
future.  

 Inward investment into the town of between £15.5m to £20m (construction 
costs) with consequent short term employment of construction staff 

 Training and the educational support opportunities for development staff 
and students, e.g. University of Worcester and HOW college 

 Development of a local energy generation / supply entity which could be 
fully or partially publicly owned.  The entity would develop and operate the 
heat network, employing staff, returning business rates and support new 
energy ventures 

 Reputation benefits for the town, local authority and other stakeholders
 Encourage commercial/residential tenant retention in the town (due to the 

consumer and reputation benefits)

2.5 In 2016, a Worcestershire Heat Mapping and Energy Masterplan study was carried 
out. This study explored heat network opportunities for the whole county, and 
explored a number of potential options for Worcester. This was followed by a seismic 
study evaluating the geothermal potential in more detail. Worcester City Council 
contributed £1,500 match funding towards this work, along with the County Council 
and other South Worcestershire district councils. 

2.6 This study recommended further investigation into these opportunities with a 
feasibility study, having identified two areas of Worcester as promising for a heat 
network. There have been further proposals discussed more recently for a heat 
network in Worcester, such as the potential to use low grade heat from the River 
Severn (this was not previously assessed). Other opportunities include the use of 
geothermal heat with a network for the University and a wider city centre network 
taking in the commercial and industrial areas of the city. 

2.7 To build on the previous work and take this forward, the Worcestershire LEP has 
proposed procurement of a holistic city-wide heat network feasibility study and 
detailed energy masterplan to assess the various opportunities. This work would also 
take account of the latest changes in Worcester (for example the expansion of the 
University). 

2.8 Funding for such studies, and the subsequent project stages if a successful project is 
identified, is available through the Government’s Heat Networks Delivery Unit 
(HNDU) (part of Business, Energy and Industrial Strategy). This fund provides up to 
67% funding for each stage of a project.  Only local authorities can apply for this 
funding. 

2.9 A HNDU funding round opened in May, and closes at the end of the year but is first 
come first served. There is no guarantee of funding left towards the end of the 
round. 



2.10 A similar study undertaken for Bromsgrove District Council recently cost in the 
region of £35,000. This study has led to the Council progressing with the next stage 
with a techno-economic feasibility study into their preferred option. Based on the 
Bromsgrove cost and other similar studies costing around £40,000, the match 
funding required for a Worcester study is likely to be between £11,000 and £13,000 
split between stakeholders.

2.11 The University of Worcester, with a key interest in the opportunity of a geothermal 
based heat network as part of their Severn Campus, has indicated their willingness 
to provide a proportion of the match required. Initial discussions have been had with 
other interested stakeholders including local social housing providers. 

2.12 Work will take place to further discuss this proposal and the gain commitment of 
match funding with potential contributors from the private and public sectors. The 
provision of match funding from the Council will not be agreed until this funding is 
secured. 

2.13 This project would significantly contribute towards the Local Enterprise Partnership 
Energy Strategy, which includes a target of trebling the amount of renewable energy 
generation within the county. This in turn feeds into the targets for growth within the 
education sector brought out from the Local Industrial Strategy.

3. Preferred Option

3.1 This proposal is to submit an HNDU funding application and provide match funding to 
procure a feasibility study to assess the viability (financial, social and carbon saving) 
of a heat network in the city of Worcester. This specific Worcester study would 
provide greater detail into the viability of the options for the City and provide a 
masterplan for further investigation. 

3.2 Following this study, the next stage would be a more detailed techno-economic 
feasibility proposal into the chosen option(s).  

3.3 More information on likely costs to the local authority of the techno-economic 
feasibility proposal, and the following stages of project development, must be 
provided before the Chair and Vice Chair will consider approving the funding for this 
work. 

3.4 The study will assess the demand for heat across the city and the suitability of heat 
from the River Severn, geothermal heat from beneath the city and waste heat from 
business and industry to meet this demand. It will also consider provision of cooling 
as part of a strategy of ‘climate change adaptation’, recognising that in the future, 
buildings may need to be cooled as well as heated, as the climate changes. 

3.5 The report will detail the benefits in carbon saving, air quality, revenue and fuel 
poverty alleviation as a minimum, and will be undertaken in association with the 
University of Worcester and other partners such as large employers and local 
housing associations. This study will show a clear pathway to the next phases of the 
project.



3.6 In line with the similar work carried out in Bromsgrove, the consultant’s report 
should address the following:

 Identify and quantify commercial and residential space heating, hot water 
and cooling loads, including the fuel poor.

 Identify the lowest carbon mix of heat sources including but not limited to, 
geothermal, waste heat, River Severn, CHP and heat pumps. 

 Evaluate various options in terms of carbon saved, fuel poor helped, air 
quality & value for money

 Provide an initial financial case for any options identified including but not 
limited to Capital Cost, Net Present Value, Return on Investment, 
Operational expense, inflation, grants available

 Evaluate connection options for heat sources and heat users and map 
route options for connections. Detail any plant rooms and their locations.

4. Alternatives Considered 

4.1 One alternative is to carry out multiple smaller studies into the four or five different 
opportunities rather than a city-wide study. However, it may be harder to get HNDU 
funding for these, and would likely be more expensive overall. This approach may 
also be less effective than taking a city-wide holistic view. 

4.2 Another alternative is to delay doing this work. This could impact if the HNDU 
funding is no longer available and delays moving forward with the next stage of the 
work should a feasible option be identified and if partners wish to progress. 

4.3 The ‘Do Nothing’ option here would mean that the feasibility study is very unlikely to 
progress, and as an essential stage in the development of a heat network, would 
compromise the future of a heat network in Worcester. With no City Council match 
or approval of the bid to the Heat Networks Delivery Unit, the opportunity to receive 
the Government match funding into this feasibility work would also be missed. 

5. Implications 

5.1 Financial and Budgetary Implications 
At its meeting of 28 January 2020, the Committee recommended an allocation of 
£100,000 from the City Plan Fund, which was subsequently approved by Council, as 
an enabling budget in order to initiate work on delivering the agreed strategy during 
2020/21, with proposals expected which would fund “Activity to promote 
sustainability and carbon reduction across the City, working with partners to 
influence and encourage the public and businesses to reduce their impact on the 
environment.” 

As a partnership project which may enable and support many local organisations and 
businesses to reduce their carbon emissions, this project is fully in line with the 
intentions for the enabling budget. Of the £100,000 agreed, none has been allocated 
to date, giving sufficient funds to cover the expected cost of the proposal in this 
report.

The potential carbon savings from a heat network are very significant. Whilst we do 
not yet have other proposals drawn up for the enabling budget, it is likely that the 
potential carbon savings from a heat network are much larger than other proposals 
which may be brought forward. The funding available from the HNDU makes this a 
cost effective proposal for the potential carbon savings. 



Funding from the enabling budget is dependent upon the visibility of the costs to the 
local authority of the following stages of project development. 

5.2 Legal and Governance Implications

The procurement of the consultants would be carried out in a fair and transparent 
way in line with the Council’s procurement policy. 

5.3 Risk Implications

There is no commitment to a heat network at this stage, only the investigation and 
energy master-planning for the city. 

There is a risk that the HNDU may not grant the funding expected, meaning that to 
proceed the council and other stakeholders would need to fund 100% of the cost. As 
this project is in line with the stated aims of the HNDU and the project is receiving 
support and guidance from the LEP Energy Officer, part of the Midlands Energy Hub, 
this risk is thought to be low. If the funding was not granted, the project could be 
stopped. 

5.4 Corporate/Policy Implications

An application for external funding from the HNDU to fund a consultants report on 
heat network feasibility and energy masterplanning for the city, and provision of 
match funding for this work, is in line with the Council’s draft Environmental 
Sustainability Strategy, which was approved by the Environment Committee in 
January 2020. 

5.5 Equality Implications

If a heat network is proposed by the study which would provide heating to domestic 
households, then there may be equality implications to assess at this point. A heat 
network should reduce cost and improve resilience.  

5.6 Human Resources Implications

There are no human resources implications which have been identified. 

5.7 Health and Safety Implications

There are no health and safety implications which have been identified. 

5.8 Social, Environmental and Economic Implications

This proposal would fund a study which could lead to a project to make a significant 
difference to the city’s carbon emissions. Making use of renewable and low carbon 
sources of heat such as the river Severn, geothermal heat or waste heat from 
industry would reduce carbon emissions. This would contribute towards the city’s 
pledge to become carbon neutral. 

Air quality may also benefit depending on the heating systems being replaced. 
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