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Corporate profile 
Vitens N.V. (“Vitens”) is the largest supplier for drinking water in the Netherlands. With 
2.6 million connections serving 5.8 million customers, Vitens supplies most of the 
central and northern part of the Netherlands through 93 production plants in the 
provinces of Flevoland, Friesland, Gelderland, Utrecht and Overijssel. With a share of 
32 % of total connections in the Netherlands, Vitens is by far the largest of ten publicly 
owned supply companies, followed by Braband Water (15 %), Evides (13 %) and PWN 
(10 %). At the end of 2021, Vitens employed 1,527 people and had generated annual 
revenues totalling EUR 396.1m (2020: EUR 390.4m). 

Key metrics 

  Scope estimates 

Scope credit ratios 2020 2021 2022E 2023E 

Scope-adjusted EBITDA 
(SaEBITDA)/interest cover 5.3x 5.3x 5.1x 5.4x 

Scope-adjusted debt 
(SaD)/SaEBITDA 6.6x 7.3x 7.1x 7.1x 

Funds from operations/SaD 12% 11% 11% 12% 

Free operating cash flow/SaD -4% -3% -5% -6% 

Liquidity  53% >100% >100% >100% 

Rating rationale 
Scope Hamburg GmbH (Scope) has downgraded the issuer rating of Vitens N.V. to 
A-/Stable from A+/under review for changes in methodologies. Simultaneously, 
Scope Hamburg has assigned a S-1 short-term debt rating and a senior unsecured 
debt rating of A-. 

The downgrade reflects a change in how Scope Hamburg assesses government related 
entities under the methodology introduced on 2 May 2022. 

Vitens’ business risk profile, assessed at A+, mainly benefits from the sector’s inherent 
stability through state-regulated operations and Vitens’ regional monopoly position as the 
largest drinking water distributor in the Netherlands. Vitens enjoys an overall low demand 
volatility within its supply area, strong visibility in revenues and sustainable cash flows 
backed by the Dutch Drinking Water Supply Act which allows Vitens to recover all 
operating and investment costs incurred via regulated tariffs. Overall, Scope thinks that 
Vitens pursues a low-risk strategy which adequately takes account of statutory 
regulations and responsibilities set out in the Dutch drinking water regulations, while 
ensuring that the company keeps its leading benchmark position in maintaining the 
lowest drinking water tariffs and operating costs across the Dutch drinking water sector 
(also considered positive ESG rating driver).  
 
Vitens’ much weaker financial risk profile, assessed at BB-, constrains the standalone 
credit quality (BBB), and is mainly driven by the consistently high (and currently rising) 
debt levels and generally weak credit metrics as a result of high infrastructure funding 
needs and restricted profit margins (WACC regulation). Along with slightly increasing 
operating costs and rising investment volumes, Scope’s expectation is that Vitens’ credit  
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metrics will slightly come under pressure over the medium-term, as a growing part of the 
planned rise in capex will need to be covered by additional financial debt, with Scope-
adjusted-debt/EBITDA likely to exceed 7.0x sustainably. Nevertheless, for the regulatory 
period 2022-24 the regulator has agreed to lift the allowable WACC rate from 2.75% to 
2.95% and fixed it for three years in order to break the falling trend of recent years. 

Liquidity is increasingly affected by external funding needs but remains adequate in 
Scope’s view. While the combination of unutilised committed credit lines and expected 
operating cash flow is just about to cover expected capex and upcoming debt maturities, 
Scope deems Vitens’ liquidity to stay adequate as debt maturities are likely to be 
refinanced through new debt issues. 

Vitens’ issuer rating incorporates a two-notch uplift on its standalone credit quality. This is 
based on Scope’s assessment of the ‘high capacity’ and ‘high willingness’ of the group of 
Dutch municipalities as Vitens’ sole owner to provide support if needed. While the group 
of municipalities have provided no implicit guarantees to bail out Vitens or cover its debt 
obligations if needed, Scope believes it would be highly willing to do so given Vitens’ high 
socio-economic importance (also considered positive ESG rating driver). The effect on the 
rating remains substantial as the company’s public shareholder structure is protected by 
law against privatisation, making a change highly unlikely, also with view to the high 
reputational risks. 

Two drivers in this credit rating action are considered as ESG-related factors but none of 
the two factors mentioned has a substantial impact on the overall assessment on credit 
risk. 

Outlook and rating-change drivers 
The Stable Outlook reflects Vitens’ ability to cover the high upcoming infrastructure 
funding needs without its financial risk profile deteriorating significantly, as expressed by 
Scope-adjusted-debt/EBITDA of around 7.1x sustainably over the next two years. In 
Scope’s view, Vitens’ management and shareholders, but also regulators, appear 
committed to retaining the sectors current credit quality via refined financial policies and 
profit regulations. 

A negative rating action is likely if Scope sees a deterioration of SaD/EBITDA to >7.5x or 
if EBITDA interest coverage falls to <4.0x on a sustained basis. A negative rating action 
may also be warranted if the shareholders demonstrated less willingness to provide 
support, or in the event of regulatory changes with an adverse impact on regulated profit 
margins (WACC regulation). However, as full public ownership is required by law, Scope 
deems adverse changes to the shareholder structure as highly unlikely. 

A positive rating action could be warranted if the balance sheet strengthened, or the 
capex program received a revision, resulting in an expected Scope-adjusted leverage of 
around 6.0x on a sustained basis, while EBITDA interest coverage remains solid at 
around 5.0x. In Scope’s opinion, however, a positive rating action is not in sight 
considering the large investment programme ahead. 
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Rating drivers Positive rating drivers Negative rating drivers 

 • Very high likelihood of extraordinary 
governmental support due to municipal 
ownership, very high degree of public 
importance and very high sovereign 
credit quality 

• Regulated water tariffs ensure highly 
predictable cash flows from operations 

• Largest drinking water distributor in the 
Netherlands, regional monopoly and 
protective legislation against 
privatisation 

• High financial flexibility and adequate 
near-term liquidity management based 
on low funding costs and broad 
external funding base with preferred 
and sustained access to new funding/ 
unutilized credit facilities 

• Operational benchmark leader within 
the Dutch drinking water sector (nine 
other regulated water companies) 

• Constrained credit metrics as a result 
of accelerated investment program 
induced by high / rising long-term 
infrastructure funding needs 

• Currently very low, but regulated, 
profits (WACC regulation) keep credit 
metrics in B/BB range looking forward 
 

 

Rating-change drivers Positive rating-change drivers Negative rating-change drivers 

 • SaD/Scope-adjusted EBITDA 
decreasing towards 6.0x on a 
sustained basis 

• SaD/Scope-adjusted EBITDA 
increasing towards 7.5x or interest 
coverage decreasing towards 4.0x on 
a sustained basis 

• Adverse regulatory changes with an 
impact on regulated profit margins 

• Large exposure to non-regulated 
business activities 

 



 
 

 

Vitens N.V. 
Netherlands, Utilities 

30 May 2022 4/9 

Financial overview 

 Scope estimates 

Scope credit ratios 2019 2020 2021 2022E 2023E 2024E 

SaEBITDA/interest cover 4.4x 5.3x 5.3x 5.1x 5.4x 5.7x 

SaD/SaEBITDA 7.0x 6.6x 7.3x 7.1x 7.1x 7.1x 

Funds from operations/SaD 11% 12% 11% 11% 12% 12% 

Free operating cash flow/SaD -1% -4% -3% -5% -6% -6% 

  Scope-adjusted EBITDA in EUR m       

Reported EBITDA 137.5 153.5 144.9 155.7 166.3 175.1 

Adjustments - - - - - - 

Scope-adjusted EBITDA 137.5 153.5 144.9 155.7 166.3 175.1 

Funds from operations in EUR m       

Scope-adjusted EBITDA 137.5 153.5 144.9 155.7 166.3 175.1 

less: (net) cash interest paid -31.5 -28.9 -27.6 -30.5 -30.8 -30.9 

less: cash tax paid as per cash flow statement - - - - - - 

Funds from operations 106.0 124.6 117.3 125.2 135.5 144.2 

Free operating cash flow in EUR m       

Operating Cash Flow 132.6 120.4 143.8 145.2 155.5 164.2 

less: capital expenditure (net) -140.8 -157.8 -167.0 -200.0 -220.0 -240.0 

less: lease payments as per cash flow statement -5.2 -5.1 -5.2 -5.2 -5.2 -5.2 

Free operating cash flow -13.4 -42.5 -28.4 -60.0 -69.7 -81.0 

Net cash interest paid in EUR m       

Net cash interest as per cash flow statement 31.5 28.9 27.6 30.5 30.8 30.9 

Adjustments - - - - - - 

Net cash interest paid 31.5 28.9 27.6 30.5 30.8 30.9 

Scope-adjusted debt in EUR m       

Gross financial debt (incl. lease liabilities) 967.1 1,011.3 1,056.9 1,111.7 1,176.2 1,251.9 

less: cash and cash equivalents - - - - - - 

Scope-adjusted debt 967.1 1,011.3 1,056.9 1,111.7 1,176.2 1,251.9 

Liquidity in EUR m       

Operating cash flow less capex (t) -8.2 -37.4 -23.2 -54.8 -64.5 -75.8 

Unrestricted cash and cash equivalents (t-1) - - - - - - 

Committed undrawn credit lines (t-1) 133.2 71.3 203.0 168.7 161.2 159.6 

Short-term debt (t-1) 116.0 64.0 105.5 110.2 88.8 100.1 
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Business risk profile: A+ 
Vitens’ business risk profile is mainly shaped by the inherently low sector-specific risks 
among regulated utility companies. The drinking water sector is inherently subject to 
literally no cyclicality and no substitution risk due to the largely residential customer base, 
usually constant water consumption rates per connection and the indispensable nature of 
drinking water as a basic human need. The business model of Dutch drinking water 
companies rests on highly regulated, protected, government-licensed activities 
remunerated by regulated drinking water tariffs, and is characterised by extraordinary 
high market entry barriers. 

With a share of 32 % of total connections (2.6m connections / 5.8m customers) Vitens is 
by far the largest of ten publicly owned water supply companies in the Netherlands, 
supplying most of the central and northern part of the Netherlands which are subject to a 
positive demographic trend. Scope notes that the Dutch Drinking Water Act prevents any 
privately owned company from providing drinking water services to the public. Potential 
mergers between public water companies/supply areas need to be approved or 
mandated by the government. Historically, the Dutch water sector has already completed 
a process of consolidation from 111 public water companies in 1975 to currently ten. The 
water companies own the infrastructure for the production and distribution of drinking 
water outright and are legally obliged to maintain, replace and extend it where necessary. 
Due to the strict regulation and advanced sector consolidation, Scope assesses the 
likelihood for the entrance of new market participants as highly unlikely. 

Apart from low geographical diversification (assigned service territory), Vitens’ business 
model is generally subject to a favourable segmentation profile and low concentration 
risks. Scope values, that Vitens’ only business segment (drinking water supply) is subject 
to non-cyclical and highly visible regulated operating cashflows, without any further 
exposure to other (potentially loss-making or cash-volatile) non-regulated activities. 
Another positive rating driver is the high degree of vertical integration, as Vitens owns, 
maintains and operates all 93 production plants, supply infrastructure and end consumer 
connections in it’s supply territory. Also the whole billing process is with Vitens, where 
more than 80% of trade receivables are collected via direct debit. Due to the highly 
diversified customer base (2.6m separately invoiced connections representing 5.8m 
consumers), and the fact that less than one percent of the average household budget is 
spent on drinking water (Source: Vewin NL), Scope does not anticipate any material 
payment collection risks nor concentration risks. While groundwater levels correlate with 
rainfall, Scope anticipates no material supply dependencies due to the fact that drinking 
water is extracted from >90 different groundwater supply sources through extraction 
plants owned and operated by Vitens (no surface water utilisation). 

Due to regulated tariff structures and a neglectable demand volatility, Vitens’ profitability 
(EBITDA-margin 2021: 36.6%) is subject to highly predictable and sustainable patterns 
from integrated activities such as water extraction and water distribution. The tariff system 
allows for timely pass-through of increases in operating costs and capital expenditures 
via regulated returns (WACC regulation) on Vitens’ regulated asset base (RAB). 
Nevertheless, due to persistently low market rates the regulated WACC fell constantly 
from 6.0 % (2011-2013) to currently 2.95 % (2022-2024), which makes it increasingly 
difficult to balance the sector-wide increasing long-term infrastructure funding needs in 
Scope’s view. In this context, Vitens’ may benefit from its dominant lobbyist-role and its 
long track record as benchmark leader in operational efficiency among the ten Dutch 
drinking water companies (Source: Vewin NL), as the sector faces massive replacement 
works of (outdated) underground infrastructure such as pipelines or extraction equipment 
with the need for a steadily refined WACC methodology. 

Low sector-specific risks 

Dominant market position  
due to regulated monopoly 

Favourable segmentation and 
low concentration risks 

Very stable profitability patterns 
and above-average operational 
efficiency 
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Figure 1:  Vitens revenues in EUR m   Figure 2: Vitens EBITDA in EUR m 

 

 

Sources: Vitens, Scope estimates Sources: Vitens, Scope estimates 

 

Financial risk profile: BB- 
Vitens’ much weaker financial risk profile constrains the standalone credit quality, and is 
mainly driven by the consistently high (and currently rising) debt levels and generally 
weak credit metrics as a result of high infrastructure funding needs and restricted profit 
margins (WACC regulation). Up to and including 2017 recurring annual gross 
investments of around EUR 100m had barely exceeded depreciation levels which led to 
only little increases in the regulated asset base and a largely unaltered WACC calculation 
base. From 2018 (EUR 122m), and esp. for the upcoming investment period 2022-2031, 
CAPEX were increased significantly (2019: EUR 143m; 2020: EUR 158m; 2021: EUR 
177m). For the three years ahead, Vitens intends to realise gross investments of more 
than EUR 200m per year primarily allocated to infrastructure replacements and 
expansion respectively (> 80%). The growing capex volumes are a consequence of a 
rising demand for new connections and pipelines but also due to identified past 
shortcomings with respect to remediation efforts and generally higher technical, 
environmental and health standards in compliance with the Dutch water act. 

As of 31.12.2021 Vitens was funded by nine banks, and Scope adjusted debt (including 
lease liabilities) had increased to EUR 1,057m (31.12.2020: EUR 1,011m) mainly through 
additions to the long-term loan portfolio (capex). Until 2024 we expect a further expansion 
in interest bearing liabilities to a level of up to EUR 1,250m (+18%). This situation is likely 
to trigger marginal covenant breaks in Scope’s view, which already required Vitens’ to 
refine its internal financial policy (solvency targets) and to obtain waiver-agreements with 
banks. Especially with view to net debt/EBITDA (EIB covenant) the threshold was lifted to 
7.5x to provide more headroom for the future. Moreover, Scope notes that the prolonged 
low interest rate environment in the euro area curtails Vitens’ regulated earning power by 
keeping the regulatory WACC guidance at rather low levels. As a consequence, credit 
metrics will stay impaired compared with past levels, and this state is likely to remain due 
to the prevailing mismatch between rising CAPEX levels on the one hand and the limited 
internal funding potential (WACC limit) on the other hand. For the current regulatory 
period 2022-24 Scope expects SaD/EBITDA to remain above 7.0x on a sustained basis. 

Despite increasing leverage and historically low regulated WACC limits, EBITDA/interest 
cover stays overall good with ratios exceeding 5.0x as Vitens keeps benefitting from the 
prevailing low interest rate environment and, even more important, comparatively low risk 
spreads payable to the providers of debt (current account: 0.25% p.a., new LT loans 
(2021: EUR 100m): 0.73% - 0.94% p.a. for maturities of 10 to 20 years). In Scope’s view, 
interest rate risk is adequately managed as rates were fixed for 78% (2020: 79%) of long-
term interest-bearing liabilities by the end of FY 2021. 

Debt metrics increasingly 
constrained by CAPEX 

SaD/EBITDA likely to remain 
above 7.0x sustainably 

Interest coverage to remain 
above 5.0x sustainably 
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CAPEX coverage as a measure for the internal financing capacity has weakened as a 
result of sharply increased capex volumes. During the years before and including 2018 
annual net investments were always fully covered by operating cash flow, while leaving 
adequate free operating cash flows to cover regular dividend payments and moderate 
debt reductions. In compliance with the internal financial policy, Vitens has suspended its 
dividend distributions since 2020 (equity ratio < 30%), and no further distributions are 
expected in the near future. Furthermore, investment activity was agreed to pick up with 
net investments exceeding EUR 200m per year from 2022. This creates a situation where 
net investments are only partly covered by internal funds and will be clearly exceeding 
the operating cash flow across the forthcoming investment cycle, calling for additional 
(external) funding. 

While the combination of unutilised committed credit lines and expected operating cash 
flow is just about to cover expected capex and upcoming debt maturities, Scope deems 
Vitens’ liquidity to stay adequate as debt maturities are likely to be refinanced through 
new debt issues. Until 2029, Vitens has to constantly redeem loans of around EUR 90m 
annually, while continuously expanding the loan portfolio to fund the growing investment 
activities. Vitens handles these liquidity risks well by maintaining a broad funding base 
(currently nine funding parties) and by seeking opportunities for increasing the duration 
and smoothen the maturity profile of the existing loan portfolio. Given existing long-term 
facilities with EIB/NWB of € 200m (EUR 145m unutilised FYE 2021), overdraft facilities 
with BNG/ING of € 65m (EUR 24m unutilised FYE 2021), uncommitted cash facilities with 
BNG/Rabo of € 55m as well as the sustained access to various funding partners, 
including municipalities, Scope thinks that Vitens handles short-term liquidity risks well, 
commensurate with a S-1 short-term debt rating. 

Figure 3: Scope-adjusted debt/Scope-adjusted EBITDA Figure 4: Scope-adjusted FFO/Scope-adjusted debt  

 

 

Sources: Vitens, Scope estimates Sources: Vitens, Scope estimates 

Supplementary rating drivers  
Vitens’ issuer rating incorporates a two-notch uplift on its standalone credit quality. This is 
based on Scope’s assessment of the ‘high capacity’ and ‘high willingness’ of the group of 
Dutch municipalities as Vitens’ sole owner to provide support if needed. While the group 
of municipalities have provided no implicit guarantees to bail out Vitens or cover its debt 
obligations if needed, Scope believes it would be highly willing to do so given Vitens’ high 
socio-economic importance (also considered positive ESG rating driver) as the provision 
of drinking water related services concern critically important areas such as public safety, 
public health, security of supply, affordability, disaster control or key environmental 
responsibilities. The willingness to support Vitens has been demonstrated in the past 
through the provision of municipal shareholder loans, dividend cuts and the signal to help 
providing further support over the next few years to bolster the upcoming infrastructure 
funding needs. The effect on the rating remains substantial as the company’s public 
shareholder structure is protected by law against privatisation, making a change highly 
unlikely, also with view to the high reputational risks. 

CAPEX not fully covered by 
internal operating cash flows 

Adequate liquidity profile 
bolstered by diversified 
funding portfolio 

Two-notch uplift for shareholder 
structure 
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Given the consistently high leverage and negative free operating and discretionary cash 
flows, we believe the company gears its financial policy towards preserving strong 
creditworthiness. This is evidenced by: i) no dividend distributions unless solvency ratio 
above 30%; ii) the commitment to a credit rating in the A category; and iii) a targeted 
long-term solvency ratio (according to Vitens’ definition) of at least 35%. Moreover, Vitens 
has shown a willingness to keep leverage under control in its use of shareholder loans 
and equity increases. We believe that this financial strategy is sufficiently incorporated in 
our assessment of the FRP and liquidity. 

Long-term and short-term debt ratings 
The assigned S-1 short-term rating reflects the adequate overall liquidity and strong 
access to external funding through capital markets and bank debt, signalled by the 
frequent rollover of term loans, revolving credit facilities and the utilisation of other 
(private) debt instruments, but also the insufficient funds from internal sources to fully 
cover capex, which requires ongoing external funding looking forward. 

Senior unsecured debt issued by Vitens N.V. has been rated A-, the same level as the 
issuer rating. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Financial policy aimed at rating 
preservation 

Short-term debt rated S-1 

Senior unsecured debt rated A- 
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