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Executive Summary

We give some comments on the properties of heating project, analysis heat metering
reform, and the relationship between heating and air pollution, and put forward some
recommendations in the report.

First, the heating projects are utility, supply quasi-public goods

Heating projects are one of urban and rural public municipal infrastructure, related to
the well-being of residents and living qualities, energy consumption and efficiency,
emissions and so on.

Heating is for the people, in fact to heating "house", production and life for the
residents to create an "appropriate temperature" space environment.

From an economic point of view, the heating project has the nature of quasi-public
goods, because the heating project construction has exclusive characteristics, and
heating projects are expected to be used as much as possible, that is non-exclusive
utility.

From the demand point of view, the thermal supply is survival demand for the
residents in the cold zones; and the other is improvement needs of quality of life as air
conditioning in the summer in southern China, and in winter cross climate transition
zone.

From the management point of view, the heating involved in those authorities in the
central, provincial, municipal and county government, and heating enterprises, so that
is local or urban affairs. The authorities of the central, provincial and municipal
governments shall carry out macro-management, and the county and/or district
governmental sectors shall directly manage the thermal supply.

From the heating mode, China's cities and towns experienced three stages: a small
coal-fired heating, central heating, electric heating, plumbing, and water pump heating
coexist.

Second, the green low-carbon heating is the trend

The trend of the thermal supply development can describe as follows:

Safety. It is basic requirements for the government and enterprises to provide the
quasi-public goods to ensure the safety of heating; and the heating pipe rupture and
poisoning of the residents by toxic gas such as CO should be avoided.

Comfortable. Central heating has obvious advantages in solving the survival demand,
but not for the improving demand of the quality of life, which is difficult to meet the
needs of the residents comfortable, personalized needs.

Green. It 1s should emphasis to reduce the use of coal, especially coal used in
individuals, so as to reduce emissions and/or pollutants of heating, and to increase the
number of "clear sky".

Low carbonization. The focus is to improve the energy efficiency of heating, increase
the use of low-carbon energy, and promote the utilization of renewable energy, such
as biomass, solar and wind.

Intelligent. It covers thermal sources, process optimization and energy efficiency and
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emission management. According to the user status information, indoor and outdoor
temperature and climate factors such as automatic completion of indoor temperature
control, energy-saving, emission reduction to promote the heating industry.

Third, the heat metering reform should be addressed

Many years has gone since heating metering reform in China. But, Government
departments and heating enterprises have different understanding for that reform of
heating meter, the results of energy efficiency, pricing of heating.

The central authorities focus on promoting the new building metering and charging by
the meter, and coordination between energy-saving transformation, old building
improvement and use of renewables; but deviation accused in the implementation of
the policy of reform, resulting in financial loss seriously for heating enterprises, which
not willing to participate in the reform initiative.

It should be said, heat metering reform is the refinement of management requirements,
but also the direction of reform. Promote the heating metering reform, need to do the
following work.

Improve the measurement fee. For residential housing, can be taken sub-measurement,
household allocation, according to the user's housing area of the assessed method (two
heating prices).

Appropriate subsidies should give to poor, old building house with high-energy
consumption, and as a priority energy-saving improvement project. For the
subsistence allowances, the subsidy for the reduction or exemption of heat supply for
the poor families and/or households shall be included in the social credit records for
the users who refuse to pay the fees and raise the collection rate of heating costs.
Formulate long-term reform plan and annual plan. Through tax incentives, financial
and loan interest subsidies and other incentives to guide the heating enterprises
involved in the implementation of heating system transformation and metering fees.
Reward and punishment. Sum up good examples and give rewards, set up credit
"blacklist" and to the public for whose install the meter unqualified, criticism those
not meet the requirements or delay the reform of urban and heating providers.

Fourth, haze pollution related coal-heating during the heating period

Haze pollution during the heating period is obviously heavier than the non-heating
period through comparison of the monitoring data. Topography, meteorological
conditions and the pollutants emissions, constitute the three factors of haze pollution.
Basin-like topography, inverse temperature or inversion layer, will occur multiple
haze weather. Governance haze is essentially to reduce pollutants discharge.
Countermeasures of heating pollution control as follows:

Clean coal for heating sources. Promote the use of clean coal. Control the use of
low-calorific value for heating, high sulfur, high-ash low-quality coal. Accelerate the
transformation of coal-fired boilers, stoves, to reduce the use of scattered coal-fired
small boilers, as central heating as possible as much.

Energy contract management and PPP model, vigorously develop the cogeneration
and heating projects, utilization of geothermal resources, recycling low-grade heat,
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waste incineration, landfill gas and other heat source. Encourage the mode of "coal to
electricity" or "solar + electricity" and other forms, and promote diversification of
heating sources.

Interconnection of heating pipe network. Strengthen the interconnection of small
heating pipe network and urban central heating pipe network, and promote the
extension of the heating pipe network to the community users.

Set up with the backwater temperature linked to the heat pricing settlement, heating
companies to encourage the implementation of heating metering and benefit from.
Promote the merger and reorganization of heating units to enhance the industry
concentration. Enhance the environmental access threshold, strengthen the integration
of small and medium heating units, and effectively reduce the emission intensity.

Fifth, promote the heating system reform and recommendations

Five recommendations are been put to speed up the institutional reform:

Integrate green development concept into heating system reform. Ensure intelligence
for heating industrial chain management. Meet the demands of residents for green
heating; improve the heating industry to make full use of big data, cloud computing,
mobile Internet and other information technology.

Formulate heating laws and regulations. Establish and improve the relevant laws and
regulations of heating, green heating into the safety regulatory system. In accordance
with the "Law of Energy Saving" to amend the existing designs standards. Improve
the heating metering requirements, making the heating metering in the design of the
formation of CLA.

Innovation of green heating technology. Formulate and improve the green heating
industry standards, according to national design, production, quality and other related
areas of standards and requirements, develop enterprise standards to ensure product
safety, design and reasonable.

Improve the development of green heating related to support policies. Give subsidies
to green heating of electricity. Increase the government green heating services to buy,
support for green heating SME development. The establishment of green heating
knowledge and information sharing platform, improve the green heating industry
certification and accreditation services.

Strengthen the supervision of new buildings and heating energy consumption and
efficiency. It is accelerated that establishment of a quantitative management of
heating and energy-saving, monitoring and evaluation methods, and into the
assessment of the local government to promote heating industry development with
energy-saving and low emissions.
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