
Unlocking the Potential of Energy Efficiency
and Renewable Energy

UNEP in collaboration with

DISTRICT ENERGY is not 
a new idea. But it has found 
new relevance in a world 
seeking practical solutions 
to the energy transition 
and climate change. It 
can simultaneously reduce 
emissions as well as boost 
the uptake of renewables. 

For MORE INFORMATION, contact: 
des@unep.org 

Djaheezah Subratty 
Ag. Head Policy Unit, Energy Branch

djaheezah.subratty@unep.org

Lily Riahi
Advisor, Policy Unit, Energy Branch 

lily.riahi@unep.org

www.unep.org/energy/des 

For MORE INFORMATION, contact: 
des@unep.org 

Djaheezah Subratty 
Ag. Head Policy Unit, Energy Branch

djaheezah.subratty@unep.org

Lily Riahi
Advisor, Policy Unit, Energy Branch 

lily.riahi@unep.org

www.unep.org/energy/des 

 

To facil itate the transition to such systems, the United Nations Environ-
ment Programme (UNEP) is coordinating a new initiative on District 
Energy in Cities, as the implementing mechanism for the Sustainable 
Energy for All (SE4ALL) District Energy Accelerator. 

The Global District Energy in Cities Initiative is a multi-stakeholder 
partnership working with a wide range of partners to support local and 
national governments mobil ise the policy and finance support needed to 
spur the uptake of modern district energy systems in developing coun-
tries and emerging economies. It includes 8 private sector partners, 6 
industry associations including Euroheat and Power, the International 
District Energy Association (C2E2) as well as renewable energy associa-
tions, 6 national and international entities such as ICLEI – Local Govern-
ments for Sustainabil ity, UN-Habitat, the US Department of Energy, IEA, 
and 22 cities spanning from Warsaw, Poland to Anshan, China; Paris, 
France to Seoul, South Korea. The Government of Denmark is supporting 
the initial phase of this new initiative.

A transition to modern district energy systems could contribute 
to 60 per cent of required energy sector emissions reductions by 
2050, reduce primary energy consumption in heating and cooling 
by up to 50 per cent, and enable cities and countries to achieve 
100 per cent renewable energy or carbon neutral targets. District 
Energy Systems (DES) provide smart and intelligent energy 
infrastructure, making it possible to integrate and utilise all 
sources of energy for heating and cooling - highly efficiently.



ASSESS EXISTING ENERGY AND 
CLIMATE POLICY OBJECTIVES, 
STRATEGIES AND TARGETS, 
AND IDENTIFY CATALYSTS 
An energy strategy’s long-term 
vision can reassure investors, 
making possible longer-term in-
frastructure developments. To 
plan for future network expan-
sion, investors need to be confi-
dent of continued revenues. To 
develop an energy strategy, a city 
needs to undertake a holistic 
study of municipal energy use 
and needs, from which it can 
identify goals and pathways for 
realising specific socio-economic 
benefits, both now and into the 
future.
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The DECISION TREE highlights the decision-making considerations under 
10 key steps to support the development of a policy and investment road 
map for district energy systems.  These steps can be taken individually or 
packaged to meet specific city conditions and needs. The existing policy 
actions in a city, national frameworks and the extent of devolved authority 
and the degree of experience in developing district energy systems wil l  
inform which steps are applicable in a city. The decision tree wil l  help its 
government authority navigate the options and tools that are available, 
based on their local conditions, to address each area of action, in their 
roles as planner and regulator, facil itator, provider and consumer, coordi-
nator and advocate. 

Capacity-building is a cross-cutting area of action that is implicit within each 
step. Through the public-private partnership model of the District Energy in 
Cities Initiative, tailored support using the 10 key steps is intended to be provi-
ded to the cities/countries. Twinning between cities – matching mentor ones 
with learning ones – wil l  be one of the key components of the new district 
energy initiative to transfer and scale up lessons learned and best practices.

INTEGRATE DISTRICT ENERGY INTO NATIONAL AND/OR 
LOCAL ENERGY STRATEGY AND PLANNING 03
Successful integrated planning requires collaboration among 
the diverse local government organisations that are affected 
by land-use planning – such as energy, waste, buildings, 
transport, etc. Early collaboration helps to ensure that the 
energy plan is incorporated effectively into other planning 
documents and reduces the risks that can arise from 
permitting, rights of way, and lack of public awareness and 
support.

DETERMINE RELEVANT POLICY DESIGN CONSIDERATIONS. 05Are policies in place that wil l  encourage the development 
of district energy, such as by ensuring that revenues for 
district energy development are sufficient, e.g. by levell ing 
the playing field with other technologies and ensuring that 
load wil l  stay connected. Are there policies that could en-
courage district energy development such as require-
ments to connect waste heat, or connection policies such 
as mandatory connection in specific areas?

Cities can use mapping to facil itate stakehol-
der engagement and some cities use map-
ping as a tool to build public-private 
partnerships, which helps the city share the 
task of data collection, scenario analysis and 
the development of new business models.

MAP LOCAL ENERGY DEMAND AND 
EVALUATE LOCAL ENERGY RESOURCES 
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CARRY OUT 
PROJECT PRE-FEASIBILITY 

AND VIABILITY.
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The public sector is key to 
identify development op-
portunities and undertake 
or enable pre-feasibil ity 
studies, which would be 
necessary attract finance 
and investors to the city. 

There are numerous business models 
under which district energy is deve-
loped and operated and the propor-
tion of public sector ownership and 
control. The business plan may in-
clude requirements to develop district 
energy under specific- socio-econo-
mic or environmental benefits such as 
tariff structures benefiting low-inco-
me households.

DEVELOP BUSINESS PLAN.
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SET MEASURABLE, 
REPORTABLE AND 
VERIFIABLE PROJECT 
INDICATORS
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Procuring appropriate 
actors to supply, cons-
truct, operate and main-
tain district energy sys-
tems can be a difficult 
process and requires 
experience to ensure 
that the appropriate 
procurement contracts 
are developed with ex-
perienced actors. 

ANALYSE 
PROCUREMENT OPTIONS08

STRENGTHEN OR DEVELOP 
THE INSTITUTIONAL 
MULTI-STAKEHOLDER 
COORDINATION FRAMEWORK 
A dedicated district energy 
champion is essential to coor-
dinate within the city council 
and across stakeholders, and 
to scan the horizon for project 
and financing opportunities. 
Several cities have a champion 
in the form of a public util ity, 
government agency or speci-
fic council lors. Local govern-
ments can establish a coordi-
nation structure to ensure in-
tegrated, holistic planning 
and/or develop energy maps 
to visually communicate op-
portunities, bring together 
the different partners for bu-
siness development and 
inform the planning process. 
This also provides the space 
for the city to understand 
stakeholders’ positions and 
interests in order to negotiate 
common goals and activities, 
and can help build commit-
ment from partners when 
they see the benefits that 
they can gain from coopera-
tion.
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City authorities have an important role to 
play in financial ly supporting the develop-
ment of district energy, particularly in cities 
where it is a new technology or requires 
significant retrofitting. Where cities have 
l imited capacity to provide financial incen-
tives, they can stil l  drive district energy 
forward by creating favourable urban 
planning, energy regulations and local 
policies. Cities can provide debt or bond 
finance to projects, underwrite loans or 
guarantee debt, provide grants to projects 
and attract national or international funds 
for a project, initiate a revolving fund for 
development of district energy, provide 
subsidies, leverage city assets, and pilot 
test technologies or policies through 
demonstration projects.

FACILITATE FINANCE 
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Global District Energy in Cities Initiative

The initiative wil l  leverage the pool of expertise from its partners to 
provide capacity building, technical assistance and the strengthen 
the transfer of policy, finance and technical know-how in order to 
develop enabling policies, address barriers, unlock investment and 
scale up district energy in cities. For example, it wil l :

• Support cities and countries to undertake local assessments 
on benefits and feasibil ity  and inform the development of a 
tailored policies,  incentives and institutional arrangements to 
scale up investment

• Implement demonstration activities at the regional and local 
level with the first pilot demonstration to be undertaken in the 
city of Rajkot, India

• Develop and facil itate access to the best technical informa-
tion, policy tools and guidelines 

• Launch targeted communication and outreach, including 
building political momentum and awareness, at the city, 
country and international levels

Twinning between cities - matching champion ones with learning 
ones - wil l  be a key component of the new district energy initiative 
led by UNEP

From Commitment to Action: a Toolkit for Decision Makers

Following its announcement at the UN Climate Summit on 23rd 
September, 2014 in New York, UNEP and its lead partners 
UN-Habitat, ICLEI and Danfoss have launched the start phase of the 
District Energy in Cities Initiative.   

As part of the District Energy in Cities Initiative, UNEP has recently 
released a new report District Energy in Cities: Unlocking the 
Potential of Energy Efficiency and Renewable Energy, in collabora-
tion with C2E2, ICLEI and UN Habitat. Based on 45 cities case 
studies and 150 interviews with local stakeholders, the report 
provides detailed guidance on the policy and planning tools, as well 
as on new business models, that local authorities and national 
governments can util ise to address barriers, costs and risks, cata-
lyse investment and develop energy-efficient, cl imate-resil ient and 
affordable district energy systems.

UNEP has developed a policy and investment road map comprising 
10 key steps to accelerate the development, modernisation and 
scale-up of district energy in cities and a decision tree, as an 
outcome of this publication and of the exchanges with the 45 
champion cities.

The DECISION TREE is split into 4 broad areas:

WHY?  Why district energy, what is the energy demand and what 
are the next-available technology costs for district energy 
deployment? 

WHEN?  When should district energy be developed, and what are 
the catalysts that take district energy from vision to 
reality?  

WHAT?  What steps need to be taken to begin development of a 
district energy strategy in the city?  

HOW?  How can the city foster and develop district energy? How 
can incentives, policy frameworks, business models and 
tariff structures best serve district energy in the city?


