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Standard Terms of Reference for Development of Municipal Heat Plans

These Terms of Reference (ToR) outlines the minirsaape of work and tasks involved when
preparing a municipal heat plan. The ToR are iredrs a guide to the municipalities in definin
quality heat supply plan and contracting the prdpat supply planner.
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1. Background

Economic background for heat planning is a muniitys need to have a well-founded long-terr
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strategic plan for development of the municipalttsegtor (hereafter Heat Plan) that best suits the

need of the local community for space heating atddp water.

Legal background for heat planning is set by th& ba Heat, which puts mandatory requiremer
on municipalities to elaborate Heat Plans.

The Law on Heat defines a Heat Plan apecial planning document of a municipatiat sets
possible and alternative heating modes within dédiednconsumer territories (zones) and of whic
purpose is to satisfy heat demand of consumeesat tost and not exceeding permitted negati
impact on environment.

The Heat Plan shall lay down the overall frameworkhe future development of the municipal
heat sector within a 15 years period.

Heat Plans must be in compliance with the legaldwnts as follows:
« National Energy Strategy;
» Principal Directions of Heat Sector Development;
e Law on Heat;
* Law on Planning Territories;

Its

+ Law on Environment Protection;




* Law on Evaluation of Impact on Environment by Pladhiizconomic Activities;
* National Energy Efficiency Programme.

The procedures and stages of heat planning mugtlgamith the Rules of Preparation of Specig
Municipal Plans of the Heat Economy.

2. Objective

The objective of the assignment is to assist thaiMpality of ...... (hereafter Municipality) in
developing a Heat Plan meeting the requirementiseoEaw on Heat and other abovementioned
laws and documents.

3. Scope of Work

The Consultant shall assist the Municipality torgaut the following tasks:
1) Managing and coordinating the overall heat pilagprocess, involving all relevant stakeholdg
2) Mapping and Surveying the existing heat supjplyasion.

3) Determining municipal priorities and preferentasfuture development of the municipal heat
sector.

4) ldentifying and analysing various options megtime municipal priorities.
5) Setting up and analysis of a number of scen#miothe heat plan combing the various options
heat production and grouping heat consumers irltmdied territories - zones. Evaluation of the

scenarios to determine the most feasible heat plan.

6) Developing an action plan for the 15 years pilagperiod (prioritisation of investments and
projects).
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4. Working Programme

4.1. Managing and coordinating the general heat planning process

Most of planning work will be carried out withinnaunicipal planning group (hereafter Planning
Group) including the stakeholders as follows:

e Municipal authorities;
» Consultant (assisting the municipality);
» District Heating Company;

« Owners of power plants and CHP plants;




* Owners of industrial/commercial heat sources;
» Gas Distribution Company;
* Representatives of the heat consumers.

At Municipality’s request the Consultant must talkganisational leadership within Planning
Group.

4.2. Mapping and surveying the existing heat supply situation

This should comprise a proper resource, capacydemand mapping of the existing situation,
verification of already performed mapping.

The mapping should beyond a proper registratioragbus subjects clearly identify current
technical, economic, environmental and organisatiproblems.

Consumers’ ability to pay for the existing heatawgts will be investigated as a priority problem

An energy balance should be elaborated showinguhrent consumption, transmission,
distribution, production and import of heat eneigyhe municipality as well as current supply at
availability of fuel resources.

Market Analysis
Includes the following issues:

» Classification and grouping of the various typesaisumers. Large-scale consumers
should be registered separately and be subjecttiEwviews as found appropriate and
relevant by the Consultant.

* Current demand for heat energy.

» Characteristics of the existing building stock velet to heat planning.

* Heating forms.

» Consumer comfort level.

The Consultant shall evaluate potential for saviegt energy at end-users’ level.

On the market analysis basis the Consultant shelera 15 year forecast of the heat demand ta
into account inter alia the following factors:

¢ New building construction.
* Developments in reconstruction of existing building

« Government and municipal policy and support meastowards reconstruction of existing

building stock.
* The impact from energy-saving measures plannechpdeiment in buildings.

Mapping of the Heating Supply System
This should include a registration of all existotigtrict heating systems.

Measures and data to register for each systemisbhltle:
* Production figures.

king

» Type of fuels. Main and reserve fuel. Fuel consuompt




» Sizes and utilisation of installed capacities.

* Atmosphere pollution from heat production. Flue gesning technologies (if any).
* Length and capacities of transmissions and digidbunetworks. Heat losses.

* Technical devices installed at end-users (subsisitio

» Current costs. Production and distribution costeedFrand variable costs.

Where centralised hot tap water supply systemseisase, measures and data for each system
include:

* Production figures.

» Sizes and utilisation of installed capacities.

* Length and capacities of distribution networks. kit water losses.

* Technical devices installed at end-users.

» Current costs. Production and distribution cositeedrand variable costs.

The registration should also include a mappindghefgotential utilisation of industrial surplus hei

Mapping of local biomass and other indigenous segirc

This should include a mapping of the availabilibdahe prices of local biomass and other
indigenous sources. with regard to possibly esthinig future biomass supply to local heating
plants.

Identification of problems
The Consultant will give an overall characteristiche current heat economy and identify the m
technical and economical problems with relatiothe current status of the existing heat supply
system.

4.3. Deter mining municipal priorities

The Consultant shall assist the Municipality innloitating municipal priorities. These should intg

alia include heating cost affordable to pay byltdoal community and some overall development

objectives related to the existing technical, ecoicaand environmental problems and obstacles
defined in the mapping of the existing situatioheTobjectives should be in accordance with the
National Energy Strategy and government Directimfnideat Sector Development.

In relation to these development objectives sonaditgtive as well as quantitative targets for the
development of the local heating sector in gerandl for specific elements in particular should t
set up.

4.4. | dentifying and analysing various options and scenarios meeting the municipal priorities

This should include identification and analysisrafious options and scenarios meeting the
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municipal priorities and objectives. Here the opti@re understood as basic technical or economic

elements, which can be combined into concertedeggdes — scenarios. Various scenarios shot
be assessed, indicating the costs, investments sitmedule, technical and economic feasibility,
barriers and obstacles associated with each scenari

The measures associated with various scenariosdshewivided into urgent (to be implemented i

uld

1 year), short term (from 1 to 5 years) and lommtémore than 5 years).




The scenarios should be reviewed in relation to teéevance for:
» State policies;
* Municipal priorities and preferences;
» Legislative and fiscal framework;
» Local conditions, i.e. market conditions, fuel dakility etc.

4.5. Scenario analysis

The scenarios should be analysed in terms of teehm@conomic, financial, environmental and

social consequences. Each scenario should be cedthpgainst the reference scenario, in which the

existing situation is maintained for unlimited pazstive.

Technically the scenarios should be evaluated tiraechnical efficiency and compliance of
applied technical solutions to modern technologies.

Economically each scenario will be evaluated usicgnomic analysis. The outcome of econom
analysis will be characterised by Net Present Vaha Economic Rate of Return.

Financially each scenario will be evaluated from ploint of view of 1) district heating company
and 2) heat consumers. Financial (cash flow) arsalys#l be used. The outcome of financial
analysis will be characterised by Net Present Vaha Financial Rate of Return. This will
determine the financial viability of the analysegsario.
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In the financial analysis, the level of affordatdeffs for heat consumers cannot be exceeded. An

affordability threshold determined in previous plany stages should be used for this purpose.
may set a limit to the scope of the investment maogne.

The environmental assessment should include cailonlaf emissions and overall impact on loca

environment by implementing a scenario in questidre Consultant will prove that overall level
emissions in this case will not exceed permittedts of pollutants in atmosphere.
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Social evaluation of each scenario will be caroeatlby analysing consequences of implementation

of the scenario on the poorest consumer groupsifamezessary, proposing special measures to

mitigate financial burden on these consumers.

The sensitivity of the scenarios will be investaghtvith respect to possible changes in fuel prices,

tariffs for consumers and investment costs. Otis&srand barriers associated with each scenarjo

should be carefully described and assessed too.

All assumptions used in scenario analysis shouliistexl beforehand, so that it would be possible

to judge on what grounds the evaluation result beesed.

The Consultant shall use economic parameters aadadaexed to this Terms of Reference in the
form of Heat Planning Catalogue, except cases wi@e precise data can be obtained from the

actual situation.

Each scenario should describe inter alia delingitatif the overall consumer area into zones wit
uniform or preferred heating modes (zones).




Based on the comparison with the reference scetteimost feasible scenario should be
recommended for implementation.

4.6 Developing an action plan for 15 years

The Consultant will together with the Planning Qvalevelop a 15-year action plan as a constituent
part of the Heat Plan to implement the best scenahis plan should include a staged schedule|for
implementation of recommended technical, economitaganisational options.

The action plan should describe:

» Specific actions and measures to undertake in wagtages of implementation of the Heat
Plan.

e Timing.

* Investments needed and anticipated sources ofdimgn

* Necessary preconditions to implement specific astior measures.

* Role of various stakeholders and the division spomsibilities between them in relation to
implementation of these actions or measures.

Institutional/organisational means foreseen to ennt in the municipal heat economy
management structures with regard to these aabiomeasures.




