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1. Introduction
Introduction to Värmevärden
 Värmevärden (Calefactio Investments AB, the “Company”)

and reserve capacity. The Company also incinerates waste at
the Avesta and Nynäshamn operating areas.

is one of the leading district heating (“DH”) companies in
Sweden, providing environmentally and financially
sustainable DH to local communities

Värmevärden is constantly working to provide
sustainable energy

 Headquartered in Örebro, Värmevärden operates 17

Värmevärden delivers sustainability in a number of aspects,
including (i) recycled and renewable energy, (ii) efficient
cooperation with industry, (iii) providing a compelling offering,
and (iv) tangible society benefits

networks in ten municipalities in central Sweden. The
Company owns 100% of eight DH businesses and has
majority interests in two DH businesses alongside local
municipalities

 Värmevärden extracts more than 108,000,000 kWh of flue

 The Company has a well-invested and environmentally

gases per year (energy that would otherwise would
dissipate in the air), enough to heat 5,500 houses each
year

sustainable asset base, with c. 96% of production based on
renewable and recycled fuel
Swedish district heating is one of the main reasons for Sweden
having succeeded in reducing carbon dioxide emissions and
reaching the climate goals from the Kyoto protocol. Through
the industry’s transformation into renewable fuels, more
efficient energy use, cogeneration, waste heat recovery and
heat from waste incineration, Sweden’s total emissions have
decreased by one-fifth in two decades.
District heating is located and distributed centrally, satisfying
residential and commercial heating needs such as hot water
and space heating. The heat was traditionally generated via
fossil fuel plants, but increasingly these are being replaced by
‘greener’ methods, such as biomass boilers and waste
incinerators. The benefits of district energy plants is that they
have the ability to provide more efficient heating and better
control of pollution when compared to local boilers.
Värmevärden seeks to act as a responsible and sustainable
operator on the energy market. The interests of stakeholders
from customers and employees to the society at large are
considered in the Company’s strategic planning which, in
practice, means an emphasis on good business ethics and
environmental values. In addition, Värmevärden focuses on
having effective management control systems in place, as well
as providing its employees with a safe work environment.
The Company has an environmentally sustainable and highly
cost efficient production profile. The Company’s production is
almost exclusively based on highly cost competitive renewable
energy sources, with biomass, recycled fuels, waste and waste
heat together accounting for c. 96% of the fuel mix. The 4%
balance accounts only for the coldest day(s) of the year, where
boilers are operating at peak load and additional fuel sources
are required to meet heating demand. Värmevärden’s
production assets are also highly fuel flexible, enabling a
significant degree of fuel mix optimisation between different
types of biomass.
Similar to all DH companies in Sweden, Värmevärden’s
production was historically oil-based. During the 1990s and
early 2000s, significant investments were made to shift the
base capacity in the DH market towards biomass. This
conversion was done as a response to the changing market
dynamics, both in an increased awareness of the carbon
footprint of fossil fuels and the introduction of new climate
policies such as the CO2 tax. Following the investments in
biomass boilers, the Company switched its oil boilers to peak

 96% of district heating from Värmevärden is renewable
and recycled fuels

 About 50% of Värmevärden's fuels consist of locally
produced biofuels

 Industrial cooperation means that Värmevärden makes use
of approximately 330,000,000 kWh of waste heat annually,
which is enough to heat the entire Hudiksvall area

 In Grums the district is heated by about 90% waste heat
from Gruvöns use, that otherwise would dissipate into the
air or the environment

 The district heating system and the cooperation with the
Nynäshamn refinery means that Värmevärden reduce CO2
emissions by more than 100,000 tonnes / year, which is
equivalent to the emissions from a modern car (127 g CO2
/ km) going around the world 14,000 times

Värmevärden’s Safety, Health and Environmental
Policy
Värmevärden is committed to the highest possible safety,
health and environment (“SHE”) performance. The Company
aims in this respect are:






No injuries
No deviations
No SHE violations
Effective reporting and follow-up

In support of these aims, the Company policy is to establish,
maintain and monitor these to ensure an effectively working
SHE system. In addition, the Company is committed to a policy
of:

 Compliance with all relevant SHE legislation –
Värmevärden is ISO 14001 certified

 Continuous assessment of all areas of the business to
ascertain their impact on the SHE of staff, contractors and
visitors

 Implementation of all necessary policies, procedures and
control measures

 The setting of annual objectives and targets designed to
ensure continual improvement of SHE performance
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1. Introduction (Continued)
Värmevärden’s Safety, Health and Environmental
Policy (Continued)

 Using the best available techniques in processes
 Effective monitoring and control of environmental
emissions, waste and energy efficiency to minimise the
environmental impact of the Company activities

stakeholders:

1. Lowering of greenhouse gas emissions, pollution and fossil
fuel dependence
sustainable

to

make

energy

consumption

2. Maximising energy efficiency of the network
3. Effecting responsible and sustainable water and waste
management process

Värmevärden’s sustainability governance structure,
guidelines and policies
Sustainability is integral to Värmevärden’s corporate
governance. The core of Värmevärden’s strategy is founded on
four long term business objectives set by the Company and its
shareholders and represents the foundations for
Värmevärden’s business plan. Being a responsible operator in
the energy market is one of the four objectives which shape
the overall framework of Värmevärden’s operations, which
includes maintaining clear environmental values and business
ethics, and carrying out continuous improvements related to
safety and environment.
Värmevärden compares favourably to its peers, scoring 64 on
the GRESB model, which is the ESG benchmark for real assets,
against a peer average of 54.

Our environmental agenda is aligned with Green
Bond Principles
Värmevärden’s environmental agenda focuses on the
following aspects material to the company and key

{1} The DH sector is largely based on renewable energy
sources and is considered to be a highly sustainable form of
heating, leading to widespread political support and a
nationally important role as core infrastructure. Biomass is
abundantly available in Sweden, and following extensive
investment all of Värmevärden’s plants operate their base
load using renewable energy, with biomass accounting for c.
50% of the energy mix.

{2} Improving the energy efficiency of its networks is a key
component of Värmevärden’s long term business plan. In
addition, Värmevärden helps its customers to be more
energy aware by advising on cost optimisation to reduce
peak demand volumes which are fuelled by fossil fuels. Known
across the Swedish market for its industrial solutions,
Värmevärden is often consulted regarding the utilisation of
waste heat and other energy efficiency measures.
{3} Increasing the capacity and capability to expand the use of
waste fuel in its fuel mix is a key component of Värmevärden’s
business strategy going forward. (Continued overleaf)

Selected examples of past and upcoming compliant Värmevärden projects
Operating
area

Year Description

Grums

2013 Investment to increase the volumes of waste heat available

Kristinehamn 2014 Reconstruction of a bio boiler for improved efficiency

Investment
(SEKk)

Company
focus point

9,600

1, 2, 3

950

2

Nynäshamn

2015

Installation of larger compressors to increase availability to run on normal
capacity rather than near maximum

400

2

Hällefors

2016

New flue gas cleaning with the replacement of cyclone to meet plant’s dust
requirement

600

1, 2

Torsby

2017 Investment to be able to burn fuel with higher moisture content

2,500

1, 2

Avesta

2017 Increased fuel storage capacity (2017 & 2019)

10,000

2

Nynäshamn

2018

Investment in a new water treatment plant designed together with Nynas
leading to more efficient energy usage and lower energy costs for customers

30,000

2, 3

Hudiksvall

2019

Investment in a heat accumulator to decrease fuel and maintenance costs
through increased availability

25,000

2
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1. Introduction (Continued)
{3} (Continued) The Company currently incinerates waste at
Avesta and to some degree in Nynäshamn operating areas,
with the incineration of municipal and industrial waste
currently accounting for c.20% of the total fuel mix across all
operations and another c.15% sourced from waste wood from
the construction industry.

This Green Financing Framework is based on and aligned with
the 2018 version of the Green Bond Principles (GBP) published
by the International Capital Markets Association (ICMA). To
confirm such alignment, Värmevärden has commissioned
Sustainalytics as an external reviewer to provide a secondparty opinion on this framework.

A new water treatment has recently been installed in
Nynäshamn as part of a customer contract renewal, which has
been designed together with the client to lead to more
efficient usage and lower energy costs for the customer.

Green Financing of Värmevärden
Värmevärden’s long-term goal is to secure funding
partnerships with institutions that have sustainability as a
fundamental part of their agenda. Värmevärden firmly believe
the financial industry will play an integral role in the transition
to a low carbon economy and aim to influence and develop
the financial markets to ensure that sustainability becomes an
integral part of decisions and credit evaluation.
Värmevärden is looking to fully align its funding strategy with
the group’s overall strategy, and should have access to
sufficient, flexible and competitively priced funding when
needed to pursue and achieve its targets. Our focus has
therefore been to build confidence and a track record with
funders by being informative and transparent.

Photo: Källhagsverket, Avesta
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2. Use of Proceeds
Use of Proceeds
In accordance with the Värmevärden Green Financing
Framework, 100% of the proceeds from the drawn term debt
financing raised during Project Volvo (“Green Term Debt”) will
be used to capitalise Värmevärden as a sustainable company
in full and refinance its existing senior financial indebtedness.
In turn, the existing senior financial indebtedness that is being
refinanced have, over time (during 1990s, 2000s and 2010s)
supported historic capital expenditure projects that fall within
the Eligible Green Project Criteria and that have converted
Värmevärden’s assets into the sustainable projects they are
today – see relevant eligible Green Project criteria presented
below and a list with a selection of historic Eligible Projects
presented overleaf, which the Green Term Debt is refinancing.
As such, all the net proceeds of the Green Term Debt will be
fully allocated, and there will be no unallocated proceeds. No
proceeds will be used for operations that primarily run on
fossil fuels.
As referred to above, Värmevärden’s ongoing operations fall
within the following Eligible Green Project Categories:
1.

Pollution prevention and control

2.

Energy efficiency

3.

Sustainable water and wastewater management

1. Pollution prevention and control
As a leading district heating company with access to carbon
neutral biomass, waste and recycled waste heat, Värmevärden
are in a unique position to address climate change.
Värmevärden significantly enhance the energy efficiency of
communities and drive down fossil fuel use, and the Company
seek to achieve this whilst substituting fossil-based and other
non-renewable fuels with renewable fuels, such as biomass
and waste.
Biomass
According to EU regulation and thus nationally acclaimed
targets in the member states, the biomass combustion for
energy is considered to result in zero CO2 (carbon) emissions.
This is essentially an acknowledgement that the growing forest
absorbs and offsets the biomass-based combustion CO2
emissions, leaving the carbon cycle in balance. Värmevärden
procures biomass from local environmentally-sustainable
forestry suppliers, including afforestation and reforestation,
and preservation. This ensure zero CO2 emissions of its supply
chain. In addition, Värmevärden also uses waste chippings
from wood processes and therefore avoiding CO2 emissions
often associated with processing the materials before they
reach the combustion site (such as emissions from size
reduction/chipping).
Waste heat
Värmevärden has contracts with its industrial customers for
the recovery of waste heat generated in industrial processes.
Waste heat is a sustainable and cost-efficient form of energy
as the district heating plant recycles the heat that is the result
of an industrial process which otherwise would have
dissipated into the environment or the air. Värmevärden

recycles the heat produced from company with which
Värmevärden have industrial partnerships, including Ovako,
Nynas, Outokumpu, BillerudKorsnäs and Nordic Paper.
Waste
Waste is procured 12 months in advance and is typically
sourced from suppliers in Sweden, Norway, United Kingdom
and Ireland’s waste treatment companies and municipalities.
Main suppliers include Vafab, Avesta municipality, Geminor
and Konvex for biomal (animal by-products). Värmevärden
continuously seeks to increase the use of waste fuel in its fuel
mix through converting combustion technologies and
procuring contracts.
Waste wood
Waste wood generally refers to wood from construction sites
and it is usually procured 12 months in advance. The Company
has a number of suppliers within the recycling and sorting
industry including NMT, Geminor and Sörab.

2. Energy efficiency
District heating is an efficient solution to residential and
commercial heating needs, and Värmevärden is constantly
looking for ways to improve asset efficiency further. Many of
the Company’s assets utilise heat outputs from industry for
efficient energy recycling.
Asset efficiency is a key indicator for Värmevärden to monitor
environmental and asset performance. The efficiency of a DH
network ultimately depends on the total energy loss during
the production and distribution of DH. Värmevärden has an
excellent track record of high efficiency with 92% total
efficiency across all of its plants during 2017.
All of Värmevärden’s operating areas aspire to a high base
capacity boiler efficiency, measured as the ratio between
energy output and energy input. Production efficiency is
dependent on the size of the plant, the fuels used and the
operational capabilities of the DH company. Värmevärden has
sophisticated production processes paired with a deep
expertise in fuel management, which are important given that
biomass generally requires higher operational expertise than
traditional fossil fuels to reach high levels of efficiency,
especially with a dynamic fuel mix.

3. Sustainable water and waste management
This category pertains to supporting the funding of equipment
and management systems involved in the process of reducing,
recycling, and managing waste and residuals from
Värmevärden’s operations.
Värmevärden will look to procure new equipment that is
primarily geared towards the reduction of waste, wastewater,
residuals and air emissions (e.g. air feed systems in boilers,
selective non-catalytic reduction (SNCR) technology,
evaporators, automation equipment to monitor emissions,
electrostatic precipitators, filtration devices, gas collection
systems, non-condensable gas systems to reduce emissions).
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2. Use of Proceeds (Continued)
Eligible Projects
As mentioned on page 6, the proceeds from the Green Term
Debt will refinance a selection of Värmevärden Eligible
Projects that aligns with the Eligible Green Project Categories.
A selection of such projects are presented below and have
historically have been supported by debt and equity funding.

Selection of historic Eligible Green Financing Projects, to be refinanced with proceeds from the Green Term Debt

Selection of historic assets & investment
Network

Year

Amount,
2018 value(1),
SEKm

Eligible
Criteria

1,921

Estimated present value of DH network investments

1,921

Nynäshamn

1, 2

357

CHP, DH network & waste heat

2003

272

1

New water treatment plant and other smaller improvement projects

2018

40

2, 3

Ösmo: investment in bio boilers

2003

24

1

Flue gas condenser investment

2007

19

2

Investment to be able to burn fuel with higher moisture content

2017

3

2

Hudiksvall

215

CHP investment

1992

170

1

Iggesund waste heat cooperation with mill

2005

23

1, 3

Bio boiler

2003

14

1

Sörforsa bio boiler

1998

4

1

Hudiksvall bio oil to replace fossil oil

2005

4

1

Avesta

176

Avesta boiler no 3 investment

2006

139

1, 2

Restructuring DH system

2009

27

1

Increased fuel storage capacity

2017

10

2

Säffle
2 pellet boilers

19

2010

Grums

19

1

18

Investment to increase the volumes of waste heat available

2013

10

1, 2, 3

Transfer pipes and heat exchangers

2010

8

2

Kristinehamn
Reconstruction of bio boiler for improved efficiency

1

2014

Total (SEK mn)

1

2

2,707

Note: (1) Estimated present value of historic investment, inflated with Swedish official inflation figures (SCB.se)
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3. Project Selection Evaluation and
Management of Proceeds
Process for project evaluation and selection

Management of Proceeds

Strategic projects financed and/or refinanced through the
Green Financing proceeds are evaluated and selected by the
CEO and the Board and representatives other parties
nominated as subject matter experts, which form
Värmevärden’s Investment and Financial Committee. Each
subsidiary in the group are granted an annual allocation as
appropriate intended for smaller annual replacement and
development needs in relation to investments. Larger projects
are reviewed under a formal internal process, by a senior team
comprising group and subsidiary representatives and headed
by the CFO. Detailed feasibility studies are undertaken for
large investments.

Financing is administered by the management team and the
CFO, although the Company governance model comprises
experts from across the company to ensure alignment to the
Company’s overall green strategy.

Värmevärden’s Business Principles apply minimum
environmental and social requirements and all applicable EU
and national environmental and social regulation for all its
activities, including those financed with the proceeds of the
Green Financing.

As highlighted on page 7, Värmevärden intends to allocate the
proceeds from the Green Financing towards its historic
investments that has converted all of its existing assets to
what today is an Eligible Green Project Portfolio.
Going forward, Värmevärden will seek to select projects in
accordance with the use of proceeds criteria and the
evaluation and selection process presented above. If any net
Green Financing proceeds were to remain unallocated,
Värmevärden will hold the proceeds in cash and/or invest in
other short-term liquid instruments.
Any Green Financing raised for use towards financing or
refinancing of eligible projects is reflected and tracked in
Värmevärden’s internal financing systems. Internal
budget/accounting systems or invoices are used to identify
costs of projects, which are then marked against funds of the
Green Term Debt, held in the system. Värmevärden will strive
to maintain the activities of the company and its assets as
Eligible Activities according to the Green Bond Principles.

Photo: Inside the Huddiksvall plant
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4. Reporting and Impact
Impact reporting

Reporting

 For allocated and Eligible Projects, the actual impact will be

In accordance with the Green Bond Principles, Värmevärden
will provide an annual update on the activities related to its
Green Financing.

reported when relevant according to the proposed metrics
outlined in the below table.
The Värmevärden Green Financing KPIs demonstrate the
Company continuous commitment to sustainability. For future
relevant projects, Värmevärden will seek to develop the
relevant KPIs for Eligible Activities depending on projects and
as the market and standards develop. Such KPIs are proposed
in the table below but may change over time subject to
providing a relevant understanding of the impact. For Eligible
Activities where KPIs cannot be systematically measured and
reported on Värmevärden will seek to provide information on
the goals, assumed positive environmental impact, and results
of the activities financed.

In such updates Värmevärden will seek to be transparent and
provide information on the allocation of the use of proceeds
as well as relevant impact metrics.
The information will be made available to investors and
lenders on confidential basis according to the provisions in the
financing documents and provided electronically, and-or by
way of presentations.
The relevant information provided will include:
Use of Proceeds

 A breakdown of proceeds in accordance with the areas
highlighted under Use of Proceeds, in accordance to the
table on page 7 (including for any future projects)

 The amount of unallocated proceeds or undrawn
commitments

 A description of some of the activities financed
Proposed Green Financing KPIs for Värmevärden’s Green Financing
Eligibility
Criteria
Area

Energy volumes

1

Dimension

Metric

Energy Produced

Volumes of energy produced at each of Värmevärden DH plants in
MWh

Total Värmevärden system
energy efficiency

Energy efficiency of energy produced as percentage of heat
energy delivered (%)

Biomass

Volumes of fuel used by energy production volume (MWh)

Waste

Volumes of fuel used by energy production volume (MWh)

Waste heat

Volumes of fuel used by energy production volume (MWh)

Waste wood

Volumes of fuel used by energy production volume (MWh)

Oil

Volumes of fuel used by energy production volume (MWh)

Electricity

Volumes of fuel used by energy production volume (MWh)

Consolidated Fuel breakdown

Proportion of each fuel used as percentage of total energy
produced (%)

Renewable & recycled fuels
proportion

Percentage of fuels from renewable & recycled sources

Renewable Energy

Avoided or reduced CO2-e emissions

Fuels

2, 3

[Project
improvements] Energy Efficiency

Annual energy saving (heat, electricity)

(1)

Waste Management

Amount of waste and residual reduced

Note: (1) Värmevärden will seek to develop the relevant KPIs for Eligible Activities depending on projects. For Eligible Activities where KPIs cannot be
systematically measured and reported on Värmevärden will seek to provide information on the goals, assumed positive environmental impact, and
results of the activities financed.
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A. Appendix
Supporting materials
http://www.varmevarden.se/assets/DMPROD-309532-v2-Miljo_o_Arbetsmiljopolicy_Varmevarden.pdf

Environment and Work Environment Policy
https://www.varmevarden.se/om-varmevarden/miljoarbete/miljorapporter/
Environmental reports
https://www.varmevarden.se/om-varmevarden/hallbarhet/gron-finansiering/
Värmevärden Framework and Sustainalytics Second Party Opinion
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