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District Energy Vanguards Newsletter 
Issue 29 - October 2015
This month’s District Energy Vanguards Network Newsletter is called October as it gathers together news items and emerging events announced during October 2015.  
In this issue Michael King expands a little on the proposed District Energy Procurement Agency emerging in the UK following some Swedish good practice.  

We invite your thoughts for future lead articles and offers of pieces of up to 500 words.   David Somervell
Developing a DE Procurement Agency for the UK
In my last editorial column I commented on the gap between the rates of return on capital expected by investors and those identified in feasibility studies supported by HNDU and Scottish Heat Network Partnership for the growing pipeline of district energy projects.  
The emerging view is that measures like CIBSE Heat Networks: Code of Practice and the Heat Trust will increase confidence in the sector and the gap will gradually diminish whilst attracting a secondary market of longer term – and lower cost – institutional investors. 
I also continued to make the case for a risk underwriting mechanism, particularly in the light of the guarantees offered by the Chancellor to attract Chinese investment in nuclear energy.  The long awaited Spending Review will be unveiled later in November and it will be interesting to see what impacts this will have for district energy.

However, a further mechanism was referenced in the column and that is procurement. The study commissioned by DECC on ‘The Potential and Costs of District Heat Networks’ (2009) found that district heat projects cost 20% more in the UK than in mainland Europe. 

A second DECC study on the ‘Barriers to deployment of district heating networks’ (2013) found that the actual cost of conducting procurement exercises was a barrier in itself.  Additionally, it found that local authority procurement personnel needed up-skilling on the technological and market knowledge of district energy. 
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If these issues could be addressed and close the gap between UK and European price levels then it could also contribute to solving the investment conundrum referred to above.

Last year I visited Stockholm and was introduced to Värmek, a municipally-owned not-for-profit cooperative specialising in the procurement of district energy products.  They undertake two main activities: 
1. Putting together OJEU compliant frameworks of relevant technology suppliers

2. Undertaking OJEU compliant procurement activities on behalf of its members.
This second activity allows a core procurement team to develop commercial and technological expertise in district energy, driving a standardisation of processes and documentation.  Together they have exerted a downward pressure on prices and terms and upward pressure on quality.  
For example, the cost of hydraulic interface units has fallen by a third over ten years. Suppliers benefit as it reduces risk and transaction costs and provides them with a single point of contact and a competent negotiating partner.  Framework membership badges them as a ‘quality’ supplier.  Overall it balances out the negotiating power of the customers and the suppliers.  For more on Värmek see this link.  
Presenting this model to UK local authority audiences via a number of workshops garnered the support of around 40 local authorities to replicate it in the UK.  Furthermore, one large authority – with a track record of leading regional procurement collaboratives for other products – has agreed to take the lead on establishing what will be known as the District Energy Procurement Agency (DEPA).  

DEPA will be actively supported by and work in collaboration with Värmek.  Of course the Swedish model will need to be adjusted to meet UK legislative, regulatory and market conditions.  We are not likely to become Swedish!! 
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The first step is to consider options for the form of company and structures for its governance arrangements.  A paper to outline such options will be commissioned from legal advisers and this will be considered by workshop(s) for the potential member organisations which have expressed interest so far. 
Guidance will also be sought from participating local authorities on what goods and services they would wish to see procured onto frameworks.  The company will then be established and start work.  
I am very pleased to say that DECC has decided to fund this initial stage of activity and an agreement with the lead local authority has been reached in the past week.  We’ll start work shortly and hope to hold workshop(s) in the early Spring 2016.  We shall update you further on this initiative as it progresses.  
Further Expressions of Interest invited – email me at Michael.JKing[at]blueyonder.co.uk
Michael King, Editor

UK policy, regulation, consultations, guidance, funding 

Identifying the fair share: billing for district heating – new research by Changeworks says social landlords need to consider how they bill residents for heating in DH schemes.  

Policy for Heat: Transforming the System – 2nd Future Heat Series report by Carbon Connect: urges an ambitious, long-term decarbonisation strategy for the UK heat sector.
Plugged-in Switched-on Charged-up: Ensuring Scotland’s Energy Security – Holyrood Ctee urge demand reduction, energy storage & district heating as key recommendations.
Creating benchmarks for cooling demand in new residential developments – an AECOM study for GLA to reduce growing overheating problem due to solar gains / poor ventilation.
Forging Scotland's Way Ahead: Ten projects for a low carbon future – a Jacobs report for WWF-supported Low Carbon Infrastructure Task Force:  District Energy being half the transformative low carbon infrastructure projects – showing … “Scotland's way ahead.” 
Calls for Proposals for 2016 EU Horizon 2020 Energy have opened – with a €6bn budget for 2014-20: EU’s Research and Innovation grants for energy efficiency, renewable energy technologies, smart grids and smart cities … guidance for bidders. 

UK conferences, workshops and awards 
Energy Transitions: Mapping road ahead in a changing energy industry – 9.30 Monday 9th to 13.30 Tues 10th November, Chatham House, London.  

CIBSE are running a one-day Introduction to Heat Networks and the new Code of Practice on 10am-5pm, Wednesday 11 November, CIBSE, Balham, London.  

NORDIC Heat Master Class 9.30-5.30pm Tues, 17 Nov, Mechanics Institute, Manchester & 9.30-5.30pm Thurs 19 Nov, National Museum Scotland, Edinburgh ailsa@claspinfo.org 
Resource Efficient Scotland workshop on the Code of Practice for Heat Networks – inc. feasibility study guidance for developments supported by Scottish Government – on 12 November at ECCI, Edinburgh.  Contact Calum.Robertson@zerowastescotland.org.uk 
Heat Networks Code of Practice Certification:  CIBSE is offering two-day courses with the opportunity to take an exam leading to entry on the Heat Networks Consultant register.  They are intensive / require a high level of knowledge / two years’ experience – so check on:  Competencies / Self-assessment questions / List of required reading and preparation.
Birmingham 18-19 November 2015  
London 18-19 May 2016
London 30 Nov-1 December 2015  
Leeds 8-9 June 2016

London 6-7 July 2016
The ADE / EI HEAT 2015 Conference and ADE Awards Dinner 25 November in London. 

Next Scottish Heat Networks Partnership Practitioner Group workshop will run 10am-4pm Tues 1st Dec at the The Lighthouse, Mitchell Lane, Glasgow G1 3NU.  Register online.
Low Carbon Project Development in Scotland: Delivering energy efficient investment – Wed 9th Dec, Edinburgh, set to explore Grangemouth, Clyde Gateway etc opportunities.  
International 2016 Low Carbon Heat and Water Conference & Showcase – 23 Feb, 2016: low carbon heat & cooling and water & wastewater sectors. Free. Glasgow.
UK general news
A passionate rant against CHP / DH by Bill Watts at M&E practice Max Fordham’s on the Construction Manager website drew ripostes from others at Ramboll, BSRIA, ADE, COHEAT and CIBSE which were all good reading; plus a Carbon Limited blog.

Veolia have been appointed to run Holbrook, Sheffield’s planned 6.5MWe biomass-fired CHP/DH scheme to serve 10,000 homes using 55,000 tonnes of waste wood in EU Waste Incineration Directive compliant boilers and using ‘Organic Rankine Cycle’ technology.  
UK Green Investment Bank & Equitix will fund a similar £30m Energy from Waste scheme in Widmerpool, Nottingham – generating 6.5MWe from municipal waste.  

Energy Trends and Prices for June – August: Primary energy consumption down by 0.7%, UKCS oil production up 33% and gas up 8.6%.  Gas provided 37% of electricity generation nuclear 25% and coal at 20% with renewables at 19%.  Petrol -2.5p/litre diesel +1.0 p/litre.
Lendlease to partner with E.ON in a net zero-carbon, affordable heat and hot water hub  – for 3,000 homes and businesses regeneration project near Elephant & Castle, London.

Carbon Trust seeks London-based Decentralised Energy Manager apply by 16 Nov 2015.

Global developments [many of these from IDEA Journal Fourth quarter 2015]
Emerging European Commission heating strategy favours renewables and district heating – Heating and cooling strategy due out early 2016: a potential threat to power companies?

UK firm, ITM Power has supplied a hydrogen electrolyser to convert renewable power surplus from wind turbines / solar PV panels in RWE pilot project at Ibbenbüren, Germany.  
IDEA White Paper describes how District Energy/CHP cost-effectively cuts emissions, and supports state compliance with new US federal rule requiring higher efficiency by 2020
Register now for IDEA’s CampusEnergy2016 – 8-12 February 2016, Austin, Texas.

Columbia University, New York, steam-raising district heating system – which started out in 1896, now serving 63 buildings, has been upgraded with new trigeneration facilities. 

City of Vancouver sewage heat recovery model – determines how much & where heat can be extracted from 300 miles of trunk sewer following success of SE Creek DH scheme.
55,000 cu.m chilled water store commissioned 2013 for Malaysia’s administrative centre – reduced need for expensive new chillers and optimizes existing trigeneration system.

Case study of Veolia’s Boston and Cambridge Massachusetts district energy system – demonstrates that a developer can achieve 9 extra LEED points by connecting for DH&C.

Link to the glossary of terms and acronyms 
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This newsletter is prepared in Edinburgh with support of correspondents who alert me of useful content.  This is my third one – I hope you find it useful.  All contributions welcomed – email to David.Somervell@ed.ac.uk. 
This is a legacy of the Heat and the City project led by the team at the University of Edinburgh which continues to bring together leading practitioners promoting District Energy in the UK.  

Heat and the City has been supported by:  
District Energy Vanguards Network
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