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▪ Why &  When  D is t r i c t  Hea t ing?  A mac ro -perspec t i ve

▪ Where  D is t r i c t  Hea t ing?  Bas ic  na t i ona l  p lann ing  p r inc ip le

▪ How  Dis t r ic t  Heat ing? Ow nership ,  pr ices  and f inance

Outline
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I s  i t  cos t l y  fo r  soc ie ty  to  bu i l d  up  d i s t r i c t  hea t ing  i n f ras t ruc tu res?

From a  macroeconomic  pe rspec t i ve ,  we  cu r ren t l y  have

▪ Abundan t  cap i ta l ,  l ow in te res t  ra tes

▪ No shor tages  o f  l abour

▪ Impor ts  o f  fue l s

▪ A CO2 c r i s i s

Now’s  the  moment  to  deve lop  and  expand  the  d i s t r i c t  hea t ing  sec to r !

Why District Heating? A Macroeconomic 

Perspective
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▪ Nat iona l  p rocedure  fo r  i den t i f y i ng  socioeconomic  viab le  d is t r ic t  

heat ing  areas .  

▪ For  examp le ,  us ing  the  European  f ramework  fo r  comprehens ive  

assessment  o f  hea t ing  and  coo l ing  

▪ Suppor ted  by  ava i lab le  too l s  and  repor ts  ( Eg .  Hea t  Roadmap 

Europe  /  Pe ta4 ,  Ho tmaps ,  Thermos ,  and  o the rs ) .

▪ On th i s  bas i s ,  es tab l i sh  des ignated  a reas  fo r  d i s t r i c t  hea t ing  

sys tems  th rough  zon ing  po l i c ies .

Where District Heating?



What  a re  the  regu la to ry  cha l l enges?

Th is  p resen ta t i on  focuses  on  Ow nership  &  Pr ice  Regula t ion  for  a  

monopoly supply 

How district heating?
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From a  company perspect ive ,  t he  regu la t i on  o f  d i s t r i c t  hea t ing  

sys tems  mus t  address :

▪ High  up f ron t  cap i ta l  cos ts  needs  long  te rm inves tmen t  pe rspec t i ve

▪ Assoc ia ted  r i sks

▪ Access  to  cap i ta l

The regulative challenge – Company perspective
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From a  socie ta l  perspect ive ,  t he  regu la t i on  o f  d i s t r i c t  hea t ing  

sys tems  mus t  ab le  to  de l i ve r :

• Consumer  accep tance  and  p ro tec t i on

• The  ab i l i t y  to  ma in ta in  l ong  te rm s t ra teg i c  energy  p lann ing

The regulative challenge – Society’s perspective
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Three basic forms of regulative strategies



Consumer vs Investor protection
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Consumer ownership

Munic ipal  ownership

Pr ivate  commercial  ownership

Consumer prof i t

Pr ice  cap

No pr ice  regulat ion

The price-ownership matrix – framework for 

considering regulative strategies
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PRICE CAP

Us ing  s ta te  regu la t i ve  power  to  de te rm ine  a  regu la t i ve  p r i ce  tha t  

seeks  a  compromise  be tween  inves to rs  demands  fo r  re tu rn  and  the  

soc ie ty ’s  need  fo r  p r i ce  con t ro l  o f  the  monopo ly

BENEFITS

Poten t ia l l y  a t t rac ts  new inves to rs  as  a  re tu rn  i s  a l l  a l l owed

CHALLENGES

I t  i s  d i f f i cu l t  f o r  regu la to r  to  mon i to r  company cos ts  – and  the reby 

d i f f i cu l t  t o  de te rm ine / regu la te  a  ‘ f a i r  p r i ce ’

Price regulation – Price cap principle
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TRUE COST PRIC ING

Ensu res  t ha t  p ro f i t s  canno t  be  t r ans fe r red  ou t  o f  t he  company  – p ro f i t  i s  
e i t he r  r e - i nves ted  i n  t he  sys tem o r  payed  back  t o  consumers

BENEFITS

Keeps  p r i ces  l ow – t hus  p romo tes  c ons umer  ac c ep tance .

Ensu res  cap i t a l  f o r  ma in ta i n i ng  and  imp rov ing  g r i d .  

CHALLENGES

Can  be  d i f f i cu l t  t o  r egu la te  i f  t he  i n t e res ts  o f  t he  r egu la ted  a re  no t  
su f f i c i en t l y  a l i gned  w i t h  i n ten t i on  o f  t he  regu la to r.

Di f f i cu l t  and  cos t l y  f o r  r egu la to r  t o  mon i t o r  t r ue  cos t s

OW NERSHIP

Due  t o  t hese  cha l l enges  t he  owne rsh ip  s t r uc tu re  i s  an  impo r tan t  pa r t  o f  
t he  regu la t i on

Price regulation – True cost principle
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Traditional regulation in a market economy
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Traditional regulation in a market economy – The 

monopoly challenge
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Example of ownership contruction: Local public 

ownership
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Example of ownership contruction: Consumer 

ownership
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The ownership factor – Experience from Denmark
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Information obtained from Ole Odgaard, DEA



Regulatory framework – Danish Case

IRENA

18

Department of Development and Planning

AALBORG UNIVERSITY



▪ His to r i ca l  necess i t y  and  oppor tun i t y  fo r  d i s t r i c t  hea t ing

▪ Expans ions  shou ld  be  based  on  soc ioeconomic  assessments

▪ Regu la to ry  measures  shou ld  address ;

▪ Consumer  accep tance  and  p ro tec t i on

▪ Access  to  cap i ta l  &  r i sk  management

▪ Company &  ownersh ip  s t ruc tu res  tha t  enab le  l ong  te rm 

p lann ing

Summing up
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