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FEASIBILITY STUDY ON DISTRICT
HEATING AND COMBINED HEAT
AND POWER SCHEMES FOR LARGE
HEAT CONSUMERS IN TIRANA

Background
In the EU countries, District Heating (DH) gnd
Combined Heat and Power (CHP) is recognfised
to be one of the most important measures to|save
energy in the densely populated urban afeas.
These systems are highly developed in Ngrth-
ern Europe. The newest technological develop-
ment is implemented and there is demonstijated
an efficient institutional and financial set-yp,
which is important for the implementation of gn-
ergy efficient least cost DH and CHP schemes.

It is also recognised that there is a huge pgten-
tial for developing DH and CHP systems in|the
new democracies of CEEC. Although Albgnia
is situated in a warm climate zone, there afe in
fact regions with very cold climate and in dis-
tricts a densely building structure, which is a
natural market for DH and CHP. There are nmore
than 20 DH and 7 CHP systems in Albaniajand
there is according to preliminary investigatipns
a market for a further development. Howgver
the CHP and DH sector in Albania needs re¢ha-
bilitation and suitable adaptations in equipment
and operating methods in order to reduce|fur-
ther damage to heating and generating unit$ anc
to utilise the potential for efficient and reliable
heat and electricity supply. There are studies
for new thermal power (only) plants and for fthe
expansion of the existing power generating fa-
cilities. Therefore it is urgent to investigate the




potential for CHP before any binding decision is taken on
velopment of power only capacity at sites, which have n
ternative heat supply. Based on the general rule that Di
Heating (DH) is only economically feasible in buildings t
are equipped with a hot-water central heating system, DH
be a viable option in colder urban areas of Albania.

Those schemes are effective from the economical poi

view when they supply large heat consumers like student@itCarry out full feasibility study of the chosen site, wh

ies, big hospitals and new buildings blocks, which (on bas
an appropriate improved legislation) also will be heated by v
based systems. Among Albanian energy institutions, the
tional Agency of Energy (NAE) and the Albania-EU Ene
Efficiency Centre (EEC) are responsible for co-ordinating
investigating the technical and economic potential for cove
the space heating requirements and electricity through th
energy supply scheme in those parts of the country, which
the long heating season by means of District Heating and
bined Heat and Power schemes.

Nordic Funds Unit through UNOPS Copenhagen Office
financially supported a project named Feasibility Study for K
and Power, Albania. In the framework of this project w
selected two sites: Student City and University Hospital (
tre "Mother Teresa", both located in Tirana City. As forg
consultant was selected Dansk Energi Management
(DEM) of Denmark and as local consultant was selectec
Albania-EU Energy Efficiency Centre (EEC).

Objectives of the Project
The overall objective of the project is to increase securit

supply and energy efficiency of electricity and heat in Albanparts prepared upon completion of the tasks. The majo

The immediate objective of the study is to enable the Nat
Agency of Energy (NAE) to take decisions regarding po
tial pilot projects within DH and CHP, and to develop a pro|
document for a feasible pilot project in Tirana. A seconc
objective is capacity building to enable the NAE to indef
dently undertake similar studies in the future.

Activities under the Project
The specific activities are the following:
1. Evaluation of the projects impact in the light of Alban

tierough existing boilers and electrical network (indepen
psadheme); a comparison and justification of the choice of
sectluation of CHP & DH energy supply and recomme
habns for the selected site based on technical, financial,

roators.

5. Review of possible sources of funding for the implemse
tion of the demonstration project. Findings of this review ¢
nbeftaken into consideration in the choice of site.

dent
site:
hda-
indi-

nta-
buld

ich

isnafudes: financial & sensitivity analysis; investment appr

biethe project.

heeetricity imports and exports tariffs by Electricity Regt
Ctomy-Body.

8. Carry out the training of Albanian specialists both log
and outside Albania. Local training will be on job train
lthging the implementation of the project. A number of A

isal;

yargolementation planning and budgeting; economic evalugation

gy Definition of methodology for division of fuel cost for elgc-
andal and thermal energy generated by CHP. Developing of
ringthodology for tariff system including electricity and heat
p tmsterning CHP and DH. Approval of electricity tariffs and

la-

ally

ng
ba-

Haatn specialists, from NAE, Ministry of Public Economy and

dPeivatisation, Albanian Power Corporation, and Electri
C&egulatory Body, will be trained in Denmark by the Dal

AfBe and include methodology for setting up tariffs for alll

| dihéuel; thermal energy and electricity; institucional regulal
framework for CHP and DH schemes.
9. Methodology and summary report of energy survey|
audit for each site. The methodology and results of all a

ysaf shall be described in the pre-feasibility and feasibilit

cleaib and basic parameters and calculations leading to the
leri-the site shall be presented.

ddi. Arrangement of a workshop to present the project re
jaoydecision-makers and energy players in Albania.

en-

Final Remarks

For the involved Albanian institutions, this project repres
the first experience in DH and CHP schemes designing

deasibility study will quantify the level of the investme

National Strategy of Energy. Review of the regional in

S
tional framework, the general local energy data, and relal

City
ish

igonsultant. Such training will be based on western experi-

nds
ion

and
haly-

re-
I cri-
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) anc

implementation. As afirst experience, the preparation of this

Nts

itneeded for DH and CHP sectors development, whicl are
le@ry important for improving the security of energy supply,

ship between local energy auto-producers and main eféhngyenergy efficiency and to attract foreign investmenis in

utilities.

2. Meetings with the representatives of local authorities
existing local energy enterprises. Collection of the gern
data related to the sites such as maps, layouts, networks
ber and type of the buildings, etc.

3. Conduction of detailed energy surveys and audits of the
proposed sites, including preparation of pre-feasibility stu
of the two selected sites, with technical, financial, econd
and environmental evaluations. The study includes: site
scription; audits of fuel, electricity, heat and cold water ¢
sumption; audits of boiler plant houses; electricity distribu

dicé and the rich experience of Dansk Energi Manage
&k#b are important for the successful preparation of this f
bility- study. To obtain full benefit from it, it is necessary
succeed in attracting financing for implementation of a
p braect in the chosen site, which will be a real demonstr
dozsject and will help in training the Albanian experts in im
mentation, monitoring and supervision of such projects.

network; different energy efficiency measures to be im
mented in the sites; etc.
4. Conduction of pre-feasibility analysis for both sites.

study includes: evaluation of the existing energy supply schen;
evaluation of costs for thermal energy and electricity sugp &

Dr. Eng. Edmond HIDO
Director
Energy Efficiency Centre

f

Albania. The precious support of UNOPS Copenhage Of-

ment
Pasi-
to
real
htion
Dle-




ALBANIA POWER SECTOR REFORM -
A PROJECT FINANCED BY USAID

Strategic Action Plan

The power sector is one of the most important componer
the infrastructure in our country and electricity remains
main energetic resource to fulfil the growing demand of
industrial consumers, service sector and population. The
rate growth of electricity consumption (8-10 % per year) i
economic sectors, especially the tremendous growth of
sumption of this energy source in the residential sector, i
dition of lack of new generating capacities in last 15 ye
have put in serious difficulties our electroenergetic syste
provide a normal electricity supply to consumers, leading
crisis during the year 2000.

The experience of the last years proved that the crisis

agement does not solve the problems; instead the preparatemeliminate the economic distortions caused by subsi
selectricity prices. Subsidized electricity prices have over-stimu-

of long-term strategies for the development of the power
tor is necessary. During its efforts to solve the crisis, the

istry of Public economy and Privatization met the US Age
for International Development (USAID) support. USAID
plied positively to a request for assistance, and it was ag
in principle to provide assistance to develop a long term-
action plan and strategy for the Albanian electricity se
The Minister appointed a special Task Force to develop a
prehensive strategy to reform the power sector.

The Strategic Action Plan developed by the Albania Pg
Sector Reform Task Force (the "Plan™) sets forth a serig
steps that will transform the Albanian electricity sector
result in a strong, commercially-viable power supply ma
that will deliver power reliably at affordable costs. The th
of the Plan is to initiate institutional reforms that will mq
clearly define the policy-making and regulatory roles of
ous government entities and create a market structurg
will strengthen commercial operations through privatization
attract needed private investment.

The initial steps should be implemented during the first 3 y
of the reform process in a number of phases. The Go
ment is ex-pected to recommend, and Parliament enact, g
prehensive energy law to provide a framework for secto

1. Energy Policy and Legislation
The Government of Albania ("GOA") needs to adopt a ¢
prehensive energy strategy. Under the Plan GOA will pro
energy legislation that will clearly define the policymaking, p
ning and regulatory roles of government institutions
promote energy efficiency policies. Investment plans of K
tarefto be based upon least cost planning principles in or
thesure Albanian consumers that their electricity supply n
e met with a minimum financial burden on them.
high
@l Regulation and Tariffs
ddnder the implemented Strategic Action Plan, the Alba
hEléctricity Regulatory Authority (the "ERE") will be streng
aaed so that it can play its proper role under applicable 4
hmian law and implement energy policy, balancing the inte
tofeelectricity suppliers and consumers. The ERE shou
solely responsible for reviewing and approving electric ta
protecting consumers, and for general oversight of KESH
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hther electricity market participants. The Government must

Miated electricity demand, particularly for space heating,
naigcouraged the use of alternative energy sources. The
dul use of electricity for heating has substantially contributg
jraeaklectricity supply shortage and diverted this valuabl
aource from commercial and industrial uses that would ¢
tjobs and contribute to economic growth.

Com-

3. KESH's Commercial Operations

Under the implemented Strategic Action Plan, KESH 1
wentinue the efforts to improve its commercial operation
pemguring reliable electricity supply, increasing collection

Hize(
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dto
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Andpaid bills and reducing electricity theft. The failure to ac
uet electricity service, including payments by the Govern

gitire financial resources needed to maintain the existing
tii@ty infrastructure or for new investments that are ne
aaly to meet current and future electricity demand.

4. Market Development and Regional Issues
ellne Government should take all the necessary steps
gatep an internal electricity market structure that will al
etigible consumers to choose their electricity supplier on a

form. The law should identify new legal and institutional stjuestablishing electricity market liberalisation and opening o

tures that will govern the power sector. Under the Plar
Government would begin to implement the necessary lega
regulatory reforms, strengthen the electricity regulator
ensure that KESH maintains its efforts to improve collect
and reduce losses. An unbundling of electrical service
generation, transmission and distribution functions woul
implemented, the number of separate distribution units
solidated, transmission tariffs rationalized and market rule
tablished. Finally an experienced international investmen
visor would be retained to advise the Government on
privatisation of the electricity distribution function.

The Actions of the Strategic Action Plan are giveninas
marized way for each of five areas treated in the Plan.

hember Countries and the Thessalonica Agreement, Vi
larmyides for the establishment of a Balkan electricity m3
and2006. The internal market should be designed to a
qursvate investment and to be consistent with the develop
iof@ regional power market. In fact, such an internal elect
rharket structure is a prerequisite to Albania's ability to pa
cpate in a regional power market and obtain the advan
Ssthat go with such participation.

It ad-

tBe Privatization and Investments
Albania needs to attract private investment to fund the
bilitation, expansion and modernization of electricity ge

electricity sector would create more opportunities to imp
the market operations in this sector. The Plan defines the s

'leetd enforce basic norms of behaviour with respect to p’fying

n
Lo, transmission and distribution facilities. PrivatizatiorLe

lopt

ent

r@nd its budgetary institutions, means that KESH will not have
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time of privatisation for all electricity subsectors, generation, tr
mission and distribution. While the manner and form
privatization will be defined by a special law as provided fo
the Law on Privatization of Strategic Sectors.

The approval of this Strategic Action Plan would serve as a g
line for the policies that Albanian Government will apply for
electricity sector development. In the same time this appf

would represent an important step towards a transformatigmegfional administrations in particular, resource optimisg

this vital sector.
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REGIONAL ENERGY PLANNING
- A NEW CHALLENGE FOR NATIONAL AGENCY
OF ENERGY

Zija KAMBERI
Local Consultant
Pierce Atwood

The National Agency of Energy (NAE) is an institution under
auspices of the Minister responsible for energy matters.

Atise utilisation of regional energy sources. The Staff of |
bihis gained a great experience in evaluation of poten
bygional energy sources as well as selection of the
feasible areas.

Iidesource optimisation within energy, water and other
hmaterials will become of increasing importance in the {

will be of great importance within the fields of energy,
ter, waste and environment, since energy and environ
are two of the major responsibilities of regions. As it
appointed above, much is done from the staff of NAE
optimisation of energy sources in national level, but a
and very important field of work is open: optimisation
promotion of regional energy sources having as the
goal the increased energy security of supply at national
reducing energy budget at families and activities for ¢
service and protecting regional environment. This reg
energy planning will be applicable for individual houses

enterprises inside the regions.
nia. The heating degree-days for this region are 2

tiehich is almost one of the highest values in Albania. A
NIBEEhis region there are many rainfalls, snow, low temp

advises the Minister responsible for energy, the Governme

other Ministries on energy matters. NAE performs analyseg #@ds in some parts of the region. According to some
evaluations of developments in the energy sector, makes ag§gygary calculations, this region has consumed 6.5-8

ments, prepares forecasts for Albania’'s energy demand,

tHas that some times are lower than -26 °C and s

&gy primary energy sources of Albania. This is ang

oicatome, to the individual citisen, as well as to regiong.
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dividual services, public buildings, small, medium and large

The Region of Korca is one of the coldest regions of Alba-

190
Iso,
era-
rong
pre-
Do Of
ther

sources (oil and natural gas, coal, hydroenergy, fuel wood), drég@son that we decided to start to work in Korca af re-

energy action plans, and performs follow-up work on such plagignal level. Korca Region includes this administrative

Mu-

NAE is responsible for overall planning of electricity and heicipalities: Korca, Devoll, Pogradec and Kolonja. Accord-

supply in Albania. Since the household sector is the biggegtiggito the administrative division, Korca Region has 6 ¢
ergy and electri-city consumer, NAE co-ordinates an investig&d 347 villages. The total area of this region is 3,7¥1
tion of the technical and economic potential for covering the spKk@sca Region's population is 355,317. Korca has 9
heating requirements, in those parts of the country which hgtal population of Albania, and is the fourth region in
the longest and most severe heating season, by means of ¢liksficgfter Tirana 19 %, Fier and Elbasan 11 %. The g
heating, based upon the use of fuels or local energy sourceq & population for Korca Region is 40 % in the cities an
bined with the introduction of central heating i.e. water bgs¥dn the villages.

systems for hot water and space heating in the residentidl and
service sectors. Based in NAE survey, the percentage of households

ing access to electricity supply for Korca Region is 9¢

In addition, NAE co-ordinates an investigation of the technjddt during the last years, due to electricity supply probl
and economic potential for covering parts of the energy reqff@ number of households which are supplyed tempo
ments for hot water by means of solar energy and biomass thfauighelectricity has achieved 61.3 %. The households s
central and district heating systems in those regions of the ¢dsirene of the important energy consuming sub-sect
try where the solar radia-tion is most favourable. NAE is| #¢orca Region. Its importance is highlighted by the
sponsible for the development, implementation and monitorindltst it consumes large quantities of electricity and fuel w
systematic energy management in public institutions. NAE i YWich has contributed to the country's current sever
only Albanian energy institution, which is responsible of dataly&§8y crisis. As a result, there was an over-cutting of
energy production, import, export, as well as for consumgtiand overloading of the electricity distribution system. E
side in national level and regional level. NAE has been supppitédty is supplied to the Region by a 110 kV transmis
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by the European and American assistance with objective lthe that is far away from the power plants bringing huge

preparation of Albanian Energy Strategy. From this assistai@gses in the lines.
the Staff of NAE has increased its capacity to undertake| dif- (
ferent projecs for energy planning. During the preparatign of
the Strategy, the staff of NAE used and become familiar with the
best software in energy and environmental planning, named JEAP
(Long Alternative Energy Planning) and that has also in its focus

Dr. Eng. Besim ISLAM
Vice Chairman
National Agency of Energy




