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District heating in the Netherlands can move from standstill to investable if the right actions are taken 
soon.

In 2025, c. 6.7m of the 8.3m Dutch dwellings relied on a gas boiler, while c. 0.6m were on district heating1. 
Electric heating, mostly heat pumps, more than doubled its share, from 4.5% of dwellings in 2022 to 10.0% in 2025, and 
now heats more dwellings than district heating1,2. However, electrification adds to the pressure on an already 
congested power grid3 and reinforcing that grid comes at a cost to society. District heating therefore remains an 
essential part of the ambition to move away from gas and to decarbonise heating and, in some areas, it could also be 
the lower-cost option.

Investment in district heating has nevertheless stalled, and 
the Dutch Collective Heat Act (Wet collectieve warmte, 
Wcw) is a principal reason. The Wcw, expected to enter into 
force on 1 January 20274,5,6, makes two structural changes. First, it 
requires that the local municipality designates one heat company 
for each defined area (“warmtekavel” or “system”) as the only party 
allowed to transport and supply heat within its systemi). New 
designations can only go to a publicly controlled body or a heat 
community; existing operators keep their systems under a 
transitional designation of 14 to 30 years7,8. Second, it replaces the 
current gas-indexed tariff cap with cost-based revenue regulation 
phased in over three stages9. These changes set a direction, but 
the core valuation and return parameters remain unresolved. Key 
operators, Eneco and Vattenfall, are reviewing ownership, while 
Ennatuurlijk has stopped building new networks10,11,12,13. Only 
c. 12,500 net new connections were realised in 202414, which is not 
enough to support the already lowered government ambitions of 
200,000 new connections by 203015,16. This target is getting out of 
sight. 

The sector is not earning its allowed returns. Therefore, 
consumers are likely to face higher bills due to the Wcw.
Heat suppliers earned an average return of 3.9% on invested 
capital between 2013 and 2024, compared to a current ACM-
allowed return of 7.3%17,18. A move from the current regulation to a 
cost-plus based method could significantly increase tariffs for 
consumers, although the impact may vary by system and 
depends on how ACM regulation plays out.

District Heating 
in the Netherlands

Notes: i) small collective heat systems may be granted an exemption to operate without a designation, and as such without the public-majority 
requirement7. Refer to pages 11–12 for more details.



Executive summary (2/2)

Eight Advisory is a member of 

05.

Our recommendations. To get things moving, we advise that the regulator, government, sector and other 
stakeholders get to an agreement on the RAB methodology, long-term WACC (Weighted Average Cost of Capital) 
and a clear benchmarking framework sooner rather than later. Without these regulatory parameters being set, it will 
be practically difficult to agree on valuations for the transfer of assets from private investors to public related entities,
unless compensation mechanisms are implemented. Greater regulatory clarity will be critical to enabling the transition 
and supporting further market development.

Even after the transfer, mobilising private capital will remain important to finance the expansion required, especially at 
a time of pressure on public finances and government debt. Private capital participation requires clear valuation 
frameworks, minority protections for private shareholders and clear transition paths, alongside the regulatory 
parameters discussed above.

To reach 2.6m connections by 205019, another c. €36.8bn of investment is required at today’s price 
level20,21. The government (or taxpayers) could need to fund up to c. €20bn, if private capital does not 
participate in equity funding. New investments are usually financed 30% by connection contributions, 20% by 
subsidies provided by the government and the remaining 50% between debt and equity in a 60:40 split. Without 
private equity being invested, we estimate that in total 40% of the €36.8bn will have to be financed by the government 
or taxpayers20,21 (subsidies and equity investments). This roughly translates to €15bn. Another €2–5bn is estimated 
for the transfer of current assets to public entities22,23. In total, the public capital requirement could reach up to c. 
€20bn22 for the government to fund.

Not all is doom and gloom. We see plenty of activity in small collective heat systems (up to 1,500 connected 
users), including the recent acquisitions of Eteck by Partners Group and Equans Energy Solutions by Essent 
(E.ON)24,25. Small collective heat systems can be granted an exemption from the designation requirement, and 
therefore without the public-majority rule, making them attractive for buy-and-build strategies.

District Heating 
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Dutch dwellings are gradually shifting away from gas, 
while electrification accelerates
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Heating solution How it works

Individual gas boiler Boiler inside the dwelling; space heating and usually domestic hot water

All-electric heat 
pump

Air-to-water or ground-source heat pump in the dwelling. The ground/water source may 
be the dwelling's own loop, or a shared low-temperature loop (collective ZLT).

Hybrid heat pump Electric heat pump alongside a gas boiler carrying peak load and domestic hot water

Block heating One collective installation serving a single building: either its own boiler, usually gas-fired, 
or a connection to an external heat network metered at the building

District heating Hot water distributed to multiple buildings through insulated pipes; a delivery set in the 
dwelling replaces the boiler

The Dutch heating sector comprises several different heating technologies, including both individual solutions for a
single dwelling and collective solutions serving a larger building, a neighbourhood, or an entire town. This diversity
makes the sector inherently difficult to regulate.

Figure 1: Dutch dwellings by main heating installations (%)

Categories reflect CBS’s classification of the main heating installation. Mainly electric refers to a 
dwelling where electricity is identified as the primary heating source, including some dwellings that 
may also be connected to a heat network
*2025 provisional (CBS)

Source: CBS, Eight Advisory analysis

Table 1: Overview of the most common heating solutions on the Dutch market

2025*

2024

2023

2022

10.07.45.175.6

8.77.05.377.3

6.76.85.579.2

4.56.55.681.6

2.0

1.7

1.7

1.8

Electrification of heat is not a long-term solution 
due to the already congested power grid. District 
heating is a cheaper and better alternative in 
most places.

Martijn van Heugten, Partner Eight Advisory

Most Dutch dwellings still run 
on gas, and the ones leaving it 
are going electric. The Dutch 
government has ambitious 
targets for the roll-out of district 
heating connections, but district 
heating's market share has 
grown by less than a percentage 
point since 20221,2. Electrically 
heated dwellings, mostly with 
heat pumps, already outnumber 
those on district heating1,26.

Electric heating is adding to a 
grid that is already full. Every 
dwelling that switches from gas 
to electric uses more electricity 
all year, and much of the Dutch 
power grid is already at 
capacity3. On the coldest days, 
the effect is more severe: a 
dwelling with an all-electric heat 
pump adds about two-thirds 
more to simultaneous peak 
demand than a hybrid one27. 

Individual gas boiler Block heating District heating Mainly electric Unknown

District Heating 
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District heating networks emit materially less CO2 than 
the gas boilers they replace
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Beating a gas boiler is no longer the test. Most district heating networks already emit less than 58.5 kg CO2 per
gigajoule, the Dutch benchmark for a home heated by its own gas boiler28. New regulation is due to take effect in
January 2027, which caps each system at 25 kg CO2 per gigajoule from 2030 onwards29. The cap then falls each
year thereafter, in line with the national target of climate neutrality by 2050. A feasibility study commissioned by the
government found the 2030 cap achievable for a large share of networks, although only if investment starts today30.

Figure 2: Carbon intensity of the 22 largest Dutch heat networks, 2024 (kg CO2 / GJ)
These 22 networks supply 85% of all heat delivered by licensed Dutch heat suppliers

The cleanest networks are the ones connected to heat that would
otherwise be wasted. Dordrech, at 5.4 kg CO2 / GJ, takes residual heat from a
sewage sludge treatment plant, with Arnhem and Duiven both drawing on the same
waste incinerator east of Arnhem31,32. The weakest results come from
networks that had to fall back on gas. Rotterdam Zuid, at 61.7 kg CO2 / GJ, lost
its main heat source (a waste incinerator) in September 2023, and c. 70% of its heat
continued to come from gas in 202411,14. Helmond is the highest at 94.8 kg CO2 / GJ,
having reported all its 2024 heat as coming from gas-fired boilers rather than its
combined heat and power plant. Ennatuurlijk is now modernising that plant, with
work close to its scheduled completion. It has also tested iron fuel and is in talks with
a compost producer, but a full switch away from gas is still some way off14,33,34.

Gas boilers have high 
emissions, and the grid 
has limited room to 
electrify. The opportunity 
for district heating sits in 
dense areas with low grid 
capacity for heat pumps, 
and a clean heat source.

Source: RVO, Eight Advisory analysis

District Heating 
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Power grid congestion is already a reality, and going 
all-electric is likely to cost the country more
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Case study – Den Haag City

A 2024 Berenschot study for the municipality of Den Haag, cited in the 
Algemene Rekenkamer's 2025 audit, compared the national additional cost 
of a heat network with all-electric heat pumps for the dwellings in the city’s 
heat-network plan area.

The all-electric heat pump option was estimated to cost approximately €105m, 
of which a large part relates to the additional power-grid reinforcement required. 
An equivalent heat network was estimated to cost approximately €75m, almost 
30% less37.

One city doesn't prove the case for the entire country. However, it does show 
that district heating is the cheaper option for at least part of the Dutch building 
stock and puts a concrete number on what we already flagged. Delay doesn't 
just cost the heating sector; it can bring additional costs to the country.

As noted on the previous pages, additional heat pumps would add load to an already congested power 
grid. That congestion isn't a future risk, it’s happening today. TenneT's national waiting list for withdrawal 
capacity stood at 38 GW across 212 parties as of late 202535. In December 2024, a large part of TenneT's high-voltage 
grid in Zuid-Holland reached maximum capacity for large grid users, while the regional grids of Stedin and Liander had 
already been congested for some time before that36.

Figure 3: National cost of Den Haag's heating options (€m)
National-cost accounting, single-municipality case.

09.

Heat pumps District heating

105

75

Source: Berenschot, Eight Advisory analysis

District Heating 
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The Wet collectieve warmte makes two structural 
changes to the Dutch district heating market (1/2)

Who is allowed to supply heat. A designated heat 
company is the only party allowed to transport and 
supply heat within its system. New designations can only 
go to a company more than 50% owned by a public 
body (central government, a province, a municipality or 
another public body), a heat joint venture controlled by a 
public-majority network company, or a heat 
community7,8. Existing operators receive a transitional 
designation for the system they serve today, lasting 14 to 
30 years. Within that period there is a 10-year window in 
which they may sell a majority stake to a private party. 
After that 10-year period, any transfer of decisive control 
must go to a public body or a heat community. There is 
an exemption possible for small collective heat systems7

(see next page).

How the price is set. The Wcw phases out the Niet-
Meer-Dan-Anders rule (NMDA — which indexed end-
user heat prices to gas) over three phases, moving to 
cost-based revenue-cap regulation fully implemented in 
2034 at the earliest9. Initially, ACM sets annual maximum 
tariffs using a corrected gas reference price, transitioning 
first to per-system cost-based price caps and ultimately 
to a full revenue cap per system. Any revenue earned 
above the allowed level is offset through lower tariffs in 
future periods38. Small collective heat systems will have a 
lighter tariff regime, details of which are not yet known7.

The Wcw will change 
how prices are set and 
who can operate 
networks. Whilst 
formally there is a long 
transition period, we 
expect transaction 
activity in the next years 
but pricing will not be 
easy on the basis of 
unset regulatory 
parameters.

Niels Lummen, Partner Eight Advisory

District Heating 
in the Netherlands

11.
Eight Advisory is a member of 



The Wet collectieve warmte makes two structural 
changes to the Dutch district heating market (2/2)

Notes: i) Pre-tax WACC, 6.8% plus a conditional 0.5% surcharge for asymmetric risk, decided for 2026–202818. Future rate uncertain.

Small collective heat systems (between 20 and 1,500 connected users) must register with the municipality within 
six months of the Wcw taking effect. They can be granted an exemption to operate without a designation, and as 
such without the public-majority requirement. There will also be a lighter regulatory regime on tariffs7.

2027 to between 2041 and 2057 
(depending on operator) –
Transitional designation period 
o Every operator already serving a 

system keeps it under a transitional 
designation, granted automatically 
within a year of the Wcw taking 
effect, with no public-ownership 
requirement attached7. 

o Each transitional designation lasts 
14 to 30 years, set by the remaining 
term of any municipal concession 
or by how recently connections in 
the system were contracted7.

2041–2057 – When a transitional 
designation expires (depending on 
operator):
o A public-majority company or heat 

community receives the renewed 
designation.

o The incoming public company or 
heat community acquires the 
network assets at market value, in 
effect the ACM-set RAB7,29.

Phase 3 (2034 at the earliest)
o Individual revenue cap 

regulation for each system, 
built on the RAB, regulatory 
WACC and operational costs9.

o No implementing rules exist 
yet.

o Any gap between allowed and 
realised revenue could be 
corrected in future tariffs7. 

2037 – Private transfers of 
decisive control restricted
o Any sale of control, or transfer of 

the designation, must go to a public 
body or a heat community.

o Private companies can no longer 
receive new designations, including 
for greenfield projects7.

Phase 2 (2031 at the earliest)
o Tariffs move to ACM’s 

assessment of efficient costs 
per system.

o Exact methodology not yet 
published.

Phase 1 (2027–2030)
o Tariffs set by adjusted NMDA.
o Total return checked against 

published WACC (7.3%i)).
o ACM defines the regulatory 

asset base (RAB)39.

2027–2037 – Private sale window
o A private buyer may take over 

control (shareholding). 
o Private companies can also win 

new designations for greenfield 
projects during this period, only 
where no public-majority company 
or heat community comes forward.

Designations of existing systems Transactions / greenfield Tariffs

Figure 4: The Dutch heat market’s regulatory roadmap

2027

2057

District Heating 
in the Netherlands
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Vattenfall has announced a formal review of the 
ownership of its district heating portfolios in the 
Netherlands, described as a response to “evolving 
regulation and market conditions including the new 
Heat Act.”10,44

Annual report FY2025: “In general, the heat 
transition has experienced significant delays due to 
the decision to require majority public ownership of 
heat companies.”44

Annual report FY2025: “…the Dutch heat sector has 
had to postpone certain large investments due to 
insufficient investment certainty from the Ministry.”44

The uncertainty about future ownership rules and long-term returns has led all three major district heating 
operators to hold back on new networks. Ennatuurlijk has stopped building new networks and Vattenfall has halted 
new large-scale projects in existing buildings, while Eneco says delays and uncertainty around the new heat law have 
stalled its investments in collective heat networks10,11,12,13. All three cite the Wcw as a key reason. Eneco and Vattenfall are 
also reviewing the ownership of their district heating businesses, with Eneco looking for a public buyer10,12.

As further explored on the next page, the halted investment is making it increasingly difficult to reach the Dutch national 
targets of new heat network connections.  

The market response to the Wcw:
halted investment and ownership reviews

Ennatuurlijk restructured its strategy around the Wcw
before it takes effect. Its 2024 annual report confirmed 
the Wcw directly shaped the revision13.

It  stated that the Wcw “requires a different way of 
doing business” and “for now, due to the uncertainty 
about the Wcw, we are not laying new heat networks.” 

€91.2m invested in 2024 in total, with a focus on 
decarbonising five large networks (Enschede, 
Eindhoven, Maastricht, Leeuwarden and Helmond). In 
2025, total investment fell further to €70.9m, still 
directed at existing assets and required investments to 
replace the heat source40.

Geothermal expansion projects in Moerdijk and 
Leeuwarden were also suspended, citing Wcw
uncertainty. 

Eneco's annual reports document a progressive 
withdrawal from heat network investment driven 
explicitly by the Wcw. 

In April 2024, the company paused its Overvecht-
Noord project in Utrecht, citing “greater investment 
uncertainty in view of the possible introduction of 
the Wcw.”41

FY2024 annual report: “delays and uncertainty 
around the new heat law have stalled investments 
in collective heat networks.”42

FY2025 annual report: the CEO reported that heat 
operations “suffered from new legislation, which 
has decreased the pace of development of new 
connections and projects.”43

In October 2025, CEO Ron Wit told the Financieele
Dagblad that Eneco was seeking a public-sector 
buyer for its entire district heating portfolio, naming 
the Wcw directly12: “the law prevents minority 
shareholders from having a say in key decisions. 
That's unacceptable and irresponsible for projects 
of this size and complexity.”

14.
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Meeting the government’s 2030 target will require a 
significant acceleration in district heating connections
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New heat network connections are running well below the pace needed for the 2030 target. Across all 
networks, new connections fell from c. 22,000 in 2023 to c. 12,50014 in 2024, amid uncertainty over the 
Wcw. The government has cut its target by 60%15,16 but is still struggling to reach the revised target.

The Klimaatakkoord in 2019 set a targeti) of 500,00015,45 new district heating connections by 2030, implying a pace 
of 45,500 new connections per year over the full 11-year period15,45. Since then, new district heating connections 
have run well below the targeted pace.

As such, an increase of yearly new district heating connections was needed to reach the Klimaatakkoord target by 
2030. However, the uncertainty around the Wcw and the subsequent halt in investment made it even harder to 
reach the target15. 

In 2025, the then Minister of Climate and Green Growth noted that meeting the original target would require a five-
fold increase in the pace of new connections, to more than 50,00046 a year, and the PBL concluded that the target 
was out of reach15. The cabinet has confirmed a 60% cut in the 2030 target, from 500,000 to 200,000 new 
connections, now written into the 2027 budget15,16.

Even this revised target requires a material acceleration from the current pace.

The delayed district heating connections generate costs beyond the heating sector. As noted before, the 
alternative to district heating is either adding more heat pumps (adding extra load to an already congested power 
grid) or remaining on gas (with higher associated CO2 emissions and costs for consumers). Both of these options 
create costs that are not borne by the heating sector, but by every household and company in the Netherlands.

Notes: i) The Klimaatakkoord itself sets the target as 40 PJ of heat delivery from heat networks45. The 500,000 connections is the operationalisation of that PJ figure.

45,500 new connections per year
- yearly pace required for the 500,000 target

15.

Figure 5: Net increase in district heating network connections (2017-2024)

Source: RVO, Eight Advisory analysis

*From 2021 onwards, RVO publishes the connections of small and medium networks next to large-scale networks. The 2022 increase in small and medium 
networks is significantly larger than the other years, and as such we deem it unreliable and have excluded it. Hence, their increase is only shown from 2023 
onwards. It is unclear if these small and medium sized networks form part of the target set by the government.
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Small collective heat systems are already attracting 
private capital and are expected to consolidate
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As already noted, small collective heat systems (up to 1,500 connected users) can operate under an 
exemption from the designation requirement, and so without the public-majority requirement7. This is 
the segment where investment is continuing, and where the private market model is demonstrably 
working. This segment includes:

The Wcw introduces heavier reporting requirements even for smaller operators. ACM’s technical briefing identifies 
more than 500 small collective heat systems, many operated by single-asset companies without the compliance 
infrastructure to absorb new requirements47. We expect a consolidation opportunity in this segment as the 
framework takes effect, creating a buy-and-build thesis for operators and investors with scale.

Two recent transactions confirm this segment is investable today.

• Provides low-carbon energy infrastructure for the residential and 
commercial real estate sectors

• 100,000+ connections across the Netherlands
• 350+ projects
• Partners Group press release: “[Eteck] benefits from resilient and 

predictable infrastructure characteristics, including long-term 
contracts of up to 30 years, high barriers to entry, and a supportive 
regulatory framework.”24

2024

Buyer

Target

• A leading player in WKO installations, focused on sustainable end-
to-end heating and cooling solutions for households and 
businesses in the Netherlands.

• Resi Becker, CEO Essent: “We are convinced that, by combining 
Essent and Equans Energy Solutions, we can further accelerate the 
energy transition together with our people and our customers.”25

2023

Buyer

Target
Energy Solutions

WKO installations (warmte-koudeopslag): 
open and closed aquifer thermal energy 

storage, ground-source heat

Decentralised heat-and-cold networks 
serving individual buildings or small clusters

16.
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Financing needed to 
realise the Dutch district 
heating ambitions
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The government's share of the total costs could reach up 
to €20bn (1/2)
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The Netherlands has already built roughly 0.6m connections to district 
heating14,17. Reaching the government's 2050 target of 2.6m connections 
requires building an additional 2.0m19. In today’s prices, this is estimated to cost 
€36.8bn, or €18,425 per connection20,21. The cost of the infrastructure build-out 
will be split between:

1) Connection contributions account for €11.1bn. This represents 30%
of gross investment, generally collected when connections are made.

2) State subsidy: €7.4bn. Up to a further 20% is covered by public 
subsidies. 

3) Banks and other lenders provide €11.1bn of debt. Debt is expected to 
cover 60% of the remaining €18.4bn, subject to project bankability and any 
required guarantees.

4) A further €7.4bn of equity is required, of which public entities 
would need to provide at least €3.8bn. Private investors could provide 
the remaining €3.6bn, subject to making the investment sufficiently 
appealing (refer to pages 25–26); if they do not participate, the full €7.4bn 
equity requirement must be borne by public entities.

Figure 6: Who provides the upfront funding for the €36.8bn roll-out? (in €bn)

Connections = €11.1bn
Government = €11.1–14.7bn
Private sector = €11.1–14.7bn

18.

Subject to investability

Source: RVO, Greenvis, CBS, Eight Advisory analysis
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The government's share of the total costs could reach up 
to €20bn (2/2)
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A further €2–5bn may be needed to acquire existing systems from private operators. In January 2025, the 
government-appointed adviser reportedly put the cost of buying out Vattenfall, Eneco, and part of Ennatuurlijk at 
€2–3bn; in response, Eneco suggested c. €4bn22,23. In the Eerste Kamer, Senator Holterhues cited €3–5bn. The then 
Minister of Climate and Green Growth declined to give a figure, citing the State's negotiating position22. This comes on 
top of the €11.1–14.7bn of government funding required for new investment, raising the total public capital requirement 
to as much as €20bn.

The Dutch government already faces a stretched public investment agenda. At the NATO Hague Summit in 
June 2025, the Netherlands committed to lifting defence and security spending to 5% of GDP by 203548, up from c. 
2.5% today49 (an additional c. €30bn per annum based on 2025 GDP of €1.2trn49). On top of this, c. €212bn of net 
investment is needed in the Dutch electricity grid over 2026–2040, largely by government related entities (regional 
DSOs and TenneT) which will likely require further equity funding to support these investments50,51,52,53. De 
Nederlandsche Bank already projects that the combined public spending commitments will push public debt above 
the EU's 60% of GDP reference threshold from 2034 onwards54. Against this backdrop, the investment required to 
deliver the district heating transition arrives on top of an already constrained fiscal situation, highlighting the need for 
private capital contributions and efficient financing structures for the district heating investments. 

19.
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At an estimated investment of 
€37bn, making the sector 
attractive for public-private 
partnerships is key.

Martijn van Heugten, Partner Eight Advisory



Implications of the Wet 
collectieve warmte on 
tariffs and operators
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Sector returns have averaged 3.9% since 2013, below 
today's 7.3% allowed return. A cost-plus regulation 
could therefore increase consumer bills significantly
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In short, cost-plus regulation means a system's allowed revenue should cover its costs plus a reasonable return. When a 
system's actual return falls short of the allowed WACC, tariffs may move up to close the gap; when it exceeds the 
WACC, tariffs should move down. The exact parameters of the Wcw's cost-based revenue regulation have not yet 
been finalised, but in principle a cost-plus mechanism works as follows. 

Allowed Revenue = opex + (RAB × WACC) + depreciation of RAB

ACM has set the allowed return for Dutch heat suppliers at 7.3%18 for 2026–2028i). ACM's rendementsmonitoring,
however, shows an average sector ROIC of just 3.9%ii) over 2013–202417,55. This indicates a gap of more than 3 
percentage points that a cost-plus mechanism would allow district heating operators to close through tariff increases. 

This could mean a significant increase in average consumer tariffs.

Furthermore, how that additional cost is shared across consumers depends on how far each operator's current return 
already sits from the 7.3% benchmark. The ROIC varies significantly between heating operators today (from –56% to 
+15%), indicating that a cost-plus model would affect consumers very differently depending on their operator17. As a 
quantification, an analysis by ACM economists shows that tariffs could vary by a factor of five between the cheapest 
and most expensive network under a cost-plus regulation, and that roughly half of consumers could face higher bills 
than under the current NMDA cap56.

Notes: i) Pre-tax WACC, 6.8% plus a conditional 0.5% surcharge for asymmetric risk18. ii) ACM's rendementsmonitorcalculates ROIC on book asset value net of capitalised 
customer contributions, not on RAB. This may not align exactly with how RAB is set under the Wcw17.

Figure 7: Average yearly ROIC (%) for Netherlands heating operators from 2013-2024

ACM regulatory 
WACC 2026–2028

Average ROIC 
2013–2024

21.

Source: ACM, Eight Advisory analysis

*From 2024, ACM separately reports regulated (≤100 kW) and unregulated (>100 kW) segments under new Regulatory Accounting Rules; the blended –0.3% 
reflects +3.7% regulated vs. –8.6% unregulated17. Prior years (2013–2023) used different cost-allocation rules and aren't directly comparable.

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

7.7

2.1 2.2

4.8

5.5

6.4

5.5

4.2

5.0

2.7

1.0

-0.3

District Heating 
in the Netherlands



ACM’s regulatory choices on the RAB and WACC will be 
important for investors as well as consumers as this is a 
balancing act between affordability and investor returns 
(1/2)
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As set out on the previous page, the cost-plus regulation is expected to result in increased heat tariffs. 
The regulatory design choices ahead (and especially ACM’s definition of the RAB and WACC) determine 
to what extent these tariff increases will materialise, or whether the district heating operators will have to 
accept lower returns instead.

If the RAB is set close to asset book values, operators can in principle reach the 7.3% allowed return, but consumers 
pay for it through higher tariffs, as shown on the previous page. If the RAB is set below book values, consumers are 
protected from tariff increases, but operators earn less than the 7.3% allowed returni), and would likely have to sell any 
future stake at a pricebelow what they invested. ACM's draft start-RAB method, published in September 2026, sets 
book value as the ceiling: the RAB starts from book value and can mainly be adjusted downwards, for past 
revaluations, poor technical condition or lower-than-planned customer numbers39. As such, ACM’s final decision on 
these adjustments (expected early 2027), as well as other regulatory parameters, will largely decide who pays for the 
gap between the industry’s actual returns and the allowed returns.

22.

Figure 8: Implications of RABii) definition under the ACM draft

RABis set at asset book values RAB is set below asset book values

When it applies 
under ACM draft

o Systems with no past revaluations, in 

good technical condition, with 

customer numbers in line with plan

o Systems with past revaluations, poor technical 

condition, or customer numbers below plan

Operator return
o Can reach ROIC in line with regulatory 

WACC

o Invested capital not recovered through tariffs 

leading to potential write-downs on previous 

investments

Consumer 
impact

o Roughly half of consumers pay more 

than under NMDA

o Tariff spread up to a factor of five 

across networks56

o Consumers broadly protected from tariff 

increases (depending on how big the 

difference between RAB and book value is)

o Tariff spread between systems still expected

Implications 
for future 
transactions

o Sellers exit at or near invested capital, 

buyers acquire at book valueiii)

o Sellers exit below invested capitaliii)

o Buyers acquire at a discount that can offset 

the inherited below-WACC return.

Source: Eight Advisory analysis
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Notes: i) Refers to the return for the current regulatory period, which may not be reflective of the future allowed return. ii) RAB is assumed here to approximate the 
fixed asset base, not full invested capital. iii) Assuming the transaction price equals RAB and regulatory allowed return in line with market return; however, real-
world multiples vary.



ACM’s regulatory choices on the RAB and WACC will be 
important for investors as well as consumers as this is a 
balancing act between affordability and investor returns 
(2/2)
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Apart from where the RAB is set, the Ministry can make separate decisions that soften the transition (where many 
consumers could otherwise pay more than under the current cap, as set out on the previous page) into a cost-plus 
regulation and shift who ultimately pays; for example:
• Cost equalisation - consumers on cheaper systems cross-subsidise more expensive ones 
• Price guarantees - move cost from consumers to operators or the public sector by capping tariff rises.

No legislative text on their design is available today, and which approach the Ministry takes is still open.

23.
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The energy transition cannot wait for every regulatory detail to be finalised. 
While uncertainty around the Wcw and constrained project financing have 
slowed investment across the sector, the need for sustainable heat 
infrastructure continues to grow. We believe the main players in this market will 
be those with the operational track record, technical expertise, regulatory 
preparedness, and financial strength to invest through uncertainty. Eteck is 
already operating at scale today, and we intend to further strengthen this 
position by playing a leading role in consolidating and professionalizing the 
Dutch heat market for the long term.

Ton Louwers, CFO, Eteck
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Greater visibility on key regulatory decisions is needed to 
make the Dutch heating market investable (1/2)
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RAB (Regulated Asset Base) methodology 

ACM sets the rules for how RAB is calculated. RAB is a central parameter for 
both revenue regulation (allowed revenue is built on RAB × WACC) and for 
transaction value, since it typically anchors what a seller receives when a 
system is sold. It won’t be the only factor deciding the transaction price, as 
competition, growth and buyer expectations often push deal values above 
RAB, but it sets the starting point. ACM published a draft start-RAB method in 
September 2026 and expects to finalise it in early 20275,39. However, the 
start-RAB for individual systems will only be known once ACM takes its first 
individual decisions, expected in 2027–20289. Until then, uncertainty will 
remain.

01. 

Benchmarking methodology 

From Phase 2, ACM plans to compare each operator's costs against 
a sector-wide efficiency benchmark, and only allow costs within that 
benchmark to be recovered through tariffs9. The detailed rules have not been 
published, so it's unclear how above-benchmark operators would be treated, 
or whether more efficient ones could earn more. Benchmarking will likely 
matter less than the RAB or WACC decisions, but full implementation is 
unlikely before 20349. We recommend that ACM publishes its initial thinking 
now as an easy way to clear up a source of uncertainty early, especially given 
the complexity of the heating sector and varying degrees of 
financial performance.

03. 

ACM decisions on asset valuation, benchmarking and the long-term return commitment shape 
everything else. We recommend all three are published sooner rather than later, so investors can price 
deals and commit to long-term investments with confidence.

Long-term WACC

ACM has set the allowed return at 7.3% for 2026–202818 but has not yet 
committed to a WACC methodology or review period beyond that date. 
For electricity and gas grids, ACM publishes multi-year decisions 
(methodebesluiten) giving operators and investors visibility over the full 
regulatory period. We recommend that ACM applies the same approach to 
the heat sector, so investors and public companies can plan against a known 
long-term benchmark rather than just the current 7.3%. This is as important 
as the RAB methodology itself.

02. 

Resolved by

25.
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Greater visibility on key regulatory decisions is needed to 
make the Dutch heating market investable (2/2)
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05. 

06. 

Whether the Wcw leads to real transactions now depends on government and private parties agreeing 
next steps. We recommend that the following three items are clarified by the Ministry: how ownership 
transfers are priced, how consumers are protected, and what rights private investors get. 

Valuation framework for ownership transfers

The Wcw requires a private-to-public transfer once the transitional designation 
ends. However, asset transfers should preferably start earlier and not be 
postponed until the transitional designation ends7,29. This would require a clear 
valuation mechanism. 

We suggest anchoring the transaction price to the RAB, or a multiple of it, with a 
compensation mechanism (paid in either direction where the final RAB differs 
from the assumed RAB). This would give sellers certainty and protect public 
buyers from overpaying. At the same time, this would mean transaction
processes can get realised sooner, such that investments can restart.

Transition rules

Cost equalisation or price guarantees are the two tools likely needed to manage 
the tariff differences described earlier, where many households could otherwise 
pay more than under the current cap. Which tool the Ministry picks, and how far 
it goes, is still open. We recommend the Ministry decide its approach soon, since 
this choice will largely determine which Dutch district heating assets are 
attractive to private investors under the new regime.

Minority shareholder rights framework

The Wcw requires public-majority ownership but doesn't say what rights a 
private minority shareholder (up to 49%) can hold, potentially making investors 
hesitant to invest as minority shareholders7,57.

We recommend publishing a clear governance framework, taking into account 
minority shareholder protection that would keep private capital as a funding 
source, reducing the financing burden that would otherwise fall on state-owned 
companies. Three categories need clarity: (1) voting and veto rights over material 
decisions, (2) fair board representation, and (3) exit mechanisms enabling a 
secondary market. 

With dozens of private heat companies and many municipalities set to negotiate 
public-majority structures, often on the same issues, negotiating each 
shareholder agreement from scratch would be slow and could lead to 
inconsistencies14. We recommend the Ministry, municipalities and the private 
sector agree on a model shareholder agreement, covering these protections, 
so each transfer can move faster.

+
Private and 

public parties

26.
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Conclusion
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The Dutch district heating sector is not structurally broken. 
Private capital hasn't left; it's waiting for the regulatory parameters 
covered in this paper to be set and clear guidance on its future role 
as a minority investor. Once these are established, real 
opportunities will be available: ownership transfers, new public-
majority vehicles looking for private co-investment, and further 
consolidation among small collective heat systems. The investors 
who use the current pause to build their view on where regulation is 
heading will be the ones positioned to move first and capture the 
best terms, once the market opens. 

27.
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Regulatory financial 
modelling and 
scenario analysis

Transaction 
advisory

Minority 
shareholder rights 
framework

We make sure you know your numbers before the market moves. We model how
tariffs, cashflows and asset values would look under each regulatory scenario,
system by system, so you can price a deal, respond to ACM, communicate with your
customers, or get an investment committee to say yes, before your competitors can.

Eight Advisory supports investors, operators and municipalities to anticipate regulatory developments and prepare
for the opportunities that they will bring:

We help private operators structure and price an exit ahead of the 2037 deadline,
and help municipalities and public-majority buyers on the other side of the table with
due diligence, deal structure and governance after the transaction closes.

Strategic options 
and scenario 
analysis

We help you navigate the Wcw's ownership requirement, so your decisions fit your
own goals and long-term strategy:

o For private operators, we help decide whether to hold, exit or restructure, model
what each option means financially under different regulatory scenarios, and
advise on timing against the 2037 deadline, including the risk of write-downs
where returns fall structurally short of the allowed return.

o For municipalities, we advise on what taking on a transitional designation actually
costs, including whether to take on the system through a wholly municipal heat
company or a public-majority vehicle with private co-investors, and what funding
that choice commits you to.

o For state-owned companies buying in as the public-majority partner, we help
structure the acquisition, the mix of equity and debt behind it, and room for private
minority investors.

Getting governance right upfront avoids disputes later. We advise private investors
and state-owned companies on what protections belong in the shareholder
agreements (such as joint-control rights, veto rights on major decisions, and agreed
ways to exit) and support both sides through the negotiation.

This part of the market doesn't have to wait. Small collective heat systems can
operate under an exemption from the designation requirement, and so outside the
public-ownership rules, and are already consolidating. We help investors find targets,
build a platform strategy, and get deals financed, now, regardless of how the larger
regulatory questions are resolved.

Buy-and-build 
advisory in small 
collective heat 
systems

How we can help
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Contact our experts 
and see how we can help you
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Term Explanation

ACM (Autoriteit Consument & 
Markt)

The Netherlands Authority for Consumers and Markets, an independent 
regulator responsible for competition and consumer protection.

Algemene Rekenkamer
The independent general audit office of the Netherlands, which examines 
central-government spending, management and policy.

Allowed return (redelijk 
rendement)

ACM's reasonable return for heat suppliers: the return a system's allowed 
revenue should cover on top of its costs.

Besluit collectieve warmte (Bcw)
The Collective Heat Decree, which sets detailed implementing rules under 
the Wcw.

Collective heat (collectieve 
warmte)

Heat produced, transported or supplied through shared infrastructure for 
multiple users, rather than an individual installation.

Designated heat company 
(aangewezen warmtebedrijf)

An operator designated by a municipality to be the only party allowed to 
transport and supply heat within a system (see warmtekavel).

Eerste Kamer
The Senate, the upper house of the Dutch Parliament, which reviews and 
votes on legislation.

Efficient costs
Costs considered reasonable and efficient for providing a service, and 
therefore potentially recoverable through regulated tariffs.

GAW (gestandaardiseerde 
activawaarde)

Standardised asset value: the regulator’s assessed value of assets used to 
provide heat.

Grid congestion (netcongestie)
A condition in which electricity-network capacity is insufficient to 
accommodate additional demand or connections.

Heat community 
(warmtegemeenschap)

A qualifying community or cooperative legal entity without a profit objective 
that can operate a collective heat system.

Heat network (warmtenet)
The physical pipes, installations and associated assets that transport heat 
from a source to users.

Individual revenue cap A regulatory ceiling on the revenue a heat-system operator may earn.

Klimaatakkoord (2019 Climate 
Agreement)

The Netherlands’ national agreement setting measures and targets to 
reduce greenhouse-gas emissions and support the energy transition.

Large district-heating system 
(RVO category)

A heat network delivering more than 150 TJ of heat annually.

Medium district-heating system 
(RVO category)

RVO’s intermediate category between large and small networks (less than 
150 TJ but more than 500 connections).

Minister of Climate and Green 
Growth (Minister van Klimaat en 
Groene Groei)

The Dutch cabinet minister responsible for the climate and green-growth 
portfolio.
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NMDA (Niet-Meer-Dan-Anders)
“No more than otherwise”: a principle comparing the cost of heat with the 
cost of an equivalent gas-heated alternative.

RAB (Regulated Asset Base)
General term for the regulated value of heat-network assets used to 
calculate allowed cost recovery and returns; ACM’s Dutch-regime term is 
GAW.

Rendementsmonitoring
ACM’s monitoring of heat suppliers’ realised returns, published through its 
Rendementsmonitor.

Residual heat (restwarmte)
Heat from industrial processes, data centres or similar sources that can be 
recovered and used elsewhere.

ROIC

Return on Invested Capital: a measure of the operating return earned on 
invested capital. In ACM’s heat-supplier monitoring, it is calculated as heat-
activity revenue less energy costs, other operating costs and depreciation, 
divided by invested asset value less capitalised contributions.

Small collective heat systems
The Wcw category of collective heat systems serving up to 1,500 connected 
users; these systems can be granted an exemption from the designation 
requirement but remain subject to tariff regulation.

Small district-heating system 
(RVO category)

A heat network with fewer than 500 connections.

System
In this paper, the English translation of warmtekavel: the regulatory unit for 
designation, asset valuation and tariff rules, not the physical heat network.

TenneT
The transmission system operator responsible for managing the 
Netherlands’ high-voltage electricity grid.

Transitional designation
A temporary designation allowing an existing heat operator to continue 
serving its area during the transition to the new regulatory framework; the 
term may be 14–30 years.

WACC
Weighted Average Cost of Capital: the blended required return on a 
company’s debt and equity, weighted by their proportions in its financing.

Warmtekavel
A geographically defined area for heat supply. English translations include 
heat parcel and heat plot. In this paper, system is used as the English 
translation.

Wcw (Wet collectieve warmte)
The Dutch Collective Heat Act, which establishes the statutory framework for 
collective heat supply.

WKO (warmte-koudeopslag)
Aquifer thermal energy storage: systems that store heat and cold 
underground for later use.
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