AW

:" N % Universiteit Utrecht

N

‘Municipal decision making in the heat transrtron 2
Why go publrc if] drstrrct heatrng? |

g W il , " Sara Herreras
Robert Harmsen Maruke I\/Ienkveld Gert Jan Kramer Andre Faalj. i

A \ TR A 7 I\/Iarch 2023

innovation w AR M I N G U P Universiteit Utrecht

fOI’ Ilfe Innovatief Duurzaam Warmtecollectief

Copernicus Institute of Sustainable Development



N
% ] f:‘;é Universiteit Utrecht
N

PhD: Decision-making of municipalities
during heat planning and implementation

2020

End 2023

Techno-economic
analysis of potential
decarbonization
pathways at the local
level

(Herreras et al., 2021)
Link publication

Techno-economic model for heat

planning

*  What are the strengths and
shortcomings of current techno-
economic assessments at the local
level?

C )

Municipal strategies
during heat planning
and implementation and
main challenges

- )

(Herreras et al., 2022)
Link publication

Urban planning and implementation

*  Which choices (systems and areas)
and under which criteria?

*  Which are main challenges and policy
recommendations?

C )

Governance and
organization

- )

(in preparation)

Governance and organization district

heating networks (today’s focus)

* Which are public models?

*  Why municipalities desire to safeguard
public values in the roll out of district
heating networks and what are critical
views?

Challenges for the roll-out of citizen’s

cooperatives in the heat transition

* Which barriers encounter Dutch
cooperatives?

» What best practices from Denmark and
Germany can be applied to the Dutch
context?
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Why go public? — Motivation and research design

Previous research (2021):

Some municipalities unsatisfied with private models: seeking more control, several public companies
being created

Discussions around public ownership during development new Heat Act (warmtewet)

Proposal Production Transport Share public e
central and in transport 4
government Distribution and : ey,
distribution ~5
Fully public X X X 100% Zam:;r-’ﬁ-.ur_rrerm o
Haangm-.ﬁg?ragfaal:‘n -&mnt&(
PPP X X X 251% R gt s
PPP X 100% A el
PPP X 251% N ey
Research questions Research design:
1. Whlch_governgncg mpdels are foungl in existing and . 16 (semi)public projects
emerging public district heating projects? . . . . .
2. What are the underlying reasons for public ownership in ~ * 37 interviews (74% public, 26%
these projects? private)
3. What are the views of public and private stakeholders . Document analysis

regarding public ownership of district heating projects?

. Analysis: D ti ' ti di
Reflect on findings and draw policy recommendations nalysis: Deductive and inductive coding
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Five (semi)public models
Model 1 Model 2 Model 3 Model 4 / Model S
Fully public PPP PPP PPP PPP (public ownership,
Vertically integrated Partialunbundling Unbundling Full unbundling DBFMO contracts)
(production unbundled) of transport from Vertically integrated
SVP, HVC, WarmteStad, distribution network Zaanstad, Montferland
Eindhoven Westpoort and generation. (under development in Dukenburg, (under development in Karwijk)
Distribution and Deventer, Haarlem, Apeldoorn,
supply integrated Lingewaard, GWIB model)
Indigo, WhR
5
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Ky 4
) quﬁ & HHHE ﬁﬂﬁﬁ @ HHEE ) HHEE

HS: Heat source D: Distribution network Privats Toint venture Publ
T: Transport network S: Supply to customers Tvate public-private 1c
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Total public interviewees (23) v
Total private interviewees (8) a 1
B Nr. public interviewees raising argument a ‘
® Nr. private interviewees raising argument k
& ) Affordability Increase speed Responsible division of
Lack of public control heat transition heat sources. Control of
in current concession Heat as vital source strategy.
contracts service
Cherry-picking Energy
profitable areas poverty
Mistrust and ' ) ) Connecting
Mistrust an Public role_: n different
PIEvIOus experiences WHY GO PUBLIC? sliEgTeniing possible areas
with private models DRIVERS AND public values
Lack of transparency MOTIVATIONS FOR Improve customer
of incurred costs and PUBLIC PARTICIPATION support/perception
level of profits made \
) Economic performance ' Leading, initiator and

as leadmg priority coordinating role of

Ciidllls 10 ' Fair distribution of
\ municipalities in the costs among customers Role in transport and
heat transition distribution networks
(model 4) to safeguard

Publi ibility t ¢ ‘ Democratic representation of & public values

ublic responsibility to suppor s .

economicallyI;hallenging pro;:eléts and Meeting local and national pUbl“f mt-e rests and ro.le " ;
minimise demand risks climate ambitions coordinating local projects

and holistic planning
' 7

P>
) S
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Total public interviewees (23)
No guarantee for increasing Total private interviewees (8) Shared responsibility to ensure f
the speed (some public models ® Nr. public interviewees raising argument affordability, sustainability,
difficult to replicate in the short- a ® Nr. private interviewees raising argument security of SUpply, and meet &
term, complexity model 4, rnisks goals ,

private investments on hold) Cherry picking to build

\ / scale and CO, reductions
No guara.ntee & TRl (PRl Alternative argu_ments Profits in prlvatf_: projects
for lowering i i on safeguarding — are used for social benefits
» public ownership )
the costs public values and further development
/ | WHY GO PUBLIC? of DHNs
L 1 , CRITICAL VIEWS AND .
Lmlllt;.ﬂemi)lillty, tential \ ARGUMENTS Public values can be
excluding other potentia _ ; 0 ed i L #
and workable models saleguarded In we

S,

designed concession

Existing and emerging contracts and regulation

public models raise
Problems of (existing) public models: / critical questions

\ Problems of unbundled models (model 4): f

Lack of municipal capacity and expertise ‘ *  Costly, complex, insufficiently demonstrated \

=
" Inadequate decision-making ‘ * Influence role network operators (DSO) and f
«a their public/private character
* Ideologically-influenced decision-making 9
\ ¢ Unattractive business model for some f
. L private parties

Poor financial performance of some public companies
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Final reflection

Disparities in views among public/private parties how to move forward, e.g.,
- Cherry-picking is a major issue or a good first strategy?
Public ownership or outsourcing with public co-financing (subsidies)?

Unbundling (public ownership in transport and distribution) a good
model or not?

- Costs transparency versus commercial confidentiality
Reduce rates of return or cover risks sufficiently?
-> Potential organisation challenges in PPP

But also, key points of agreement:

«  Both public and private acknowledge the importance of each other’s role
- PPP needed (shared responsibility)

«  Mandating public ownership may limit the flexibility of other workable
models
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h Why go public? policy implications

Public role is key, but we'd like to challenge the notion of using public ownership
as an instrument to solve current challenges:

1. Developing a shared vision, and successful cooperation between public and
private actors might take time to develop fully, being essential to approach
this process with patience. Could we expect full cooperation in the short-
term from private parties? (minority voting rights)

2. A one-size-fits-all solution may hamper natural re-organisations and prevent
the benefits of other models (e.g., Westpoort, Rotterdam, municipalities that
prefer outsourcing)

3.\ The timely establishment of reqgulatory changes that safeguard public values
may be more critical at this stage than prescribing nationwide public
ownership = no other country with ownership prescription
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