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Question What are the policy-related
and practical hurdles that need to be
overcome in order to meet climate
targets in the Netherlands?

Some of the leading
solar parks completed
in the past year or
currently under
construction
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Climate targets serve to accelerate the growth of a new asset
class: solar parks. For many years, politicians, citizens and
businesses have been talking about ways of making our energy
supply more sustainable and eliminating fossil fuels.
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Size of Dutch solar parks in 2020

There has been an explosive growth in solar production in the Netherlands in recent years.
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The Netherlands needs to stop using gas and we need
to switch to driving electric vehicles. In recent years,
these plans have gradually begun to take shape and
ever more ambitious targets are being set. The Dutch
Climate Accord published in the summer of 2019
provides a specific plan for making the Dutch energy
supply more sustainable. By 2030, CO2 emissions
need to be at half the level of emissions in 1990.
In addition, 70% of electricity must be sustainably
generated and by 2050 sustainably generated
electricity should be the only source of energy.
Currently, renewable energy sources yield only
8.6% of the Netherlands’ total energy production:
a very modest share compared to other European
countries such as France (16%), Germany (16%) and
the United Kingdom (11%). These countries also lead
the way in the production of solar energy, thanks to
previously introduced incentive policies, complete
with associated subsidies. Meanwhile, southern
European countries have higher insolation, which
enables them to generate more energy. Increasing
numbers of investors are seeing the growth potential
savills.nl/research

of solar energy, because the return on this type of
investment is relatively predictable while the risks are
manageable. Despite this economic factor, to date
the Dutch market has seen relatively few investors
compared to countries such as the United Kingdom,
France and Germany. Even so, the Dutch market has
grown considerably in terms of the number of solar
parks and level of capital invested, the main reason
for this being the SDE+ subsidies. The growth of
solar parks is expected to continue in the coming
years, mainly as a result of the energy targets set
by the Dutch government and the subsidies already
mentioned. However, a number of significant
challenges still need to be overcome in order to meet
the ambitious targets set by the government.
This raises an important question: what are the
policy-related and practical hurdles that need to be
overcome in order to meet climate targets in the
Netherlands? And what is the investment potential of
solar parks as a new asset class? Before zooming in on
these points, the current market for solar parks in the
Netherlands will be discussed.
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In 2012, solar represented a mere
0.16% of total energy production in
the Netherlands, and only 1.5% of
the share of sustainably generated
energy. By 2019, this had risen
to 4.23% and 23.7%, respectively.
In the same period, the share of
wind-generated electricity almost
doubled. The share of electricity
generated from biomass fell in
both relative and absolute terms
during this period (58% in 2012 to
26.2% in 2019).
The production of solar energy can
be divided into three categories:
commercial solar parks, solar
panels on commercial buildings
and solar panels on private
buildings. This report focuses
on the first two categories,
because they have the potential to
contribute to the energy transition
on a larger scale and could be
interesting investment objects

both at asset level and as part of a
portfolio.
Real progress is being made in
the development of solar parks.
The explosive growth that took
place in 2018 continued into 2019.
In addition to overall growth in
this market, the record for the
largest solar park, both in terms
of capacity and number of solar
panels, has been successively
broken almost every year. This
illustrates the increase in scale
that the sector is experiencing,
as well as technological
improvements, but these advances
are mainly due to SDE subsidies,
which will be discussed later on.
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The explosive growth of
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Geographic differences in the Netherlands
Not all locations are suitable for the construction of solar parks.
The following factors contribute to the
differences observed in solar energy
production between regions in the
Netherlands.
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Land price

Distance to electricity
connection

Figure The north-eastern Netherlands is the hotspot for solar parks

As indicated above, the availability of subsidies has been
an important driver for the growth of the sector.

Solar parks measured in MWp
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The government provides a subsidy for
the generation of renewable energy:
the Stimulating Sustainable Energy
Production (SDE+) scheme, intended to
fund the unprofitable top margin that is
the difference between conventional and
sustainable methods of energy production.
This is due to the fact that it is currently
not possible to generate energy sustainably
at ‘grey’ energy prices. The SDE+ subsidy
was awarded twice a year until 2019. The
emergence of new technologies means that
an overhaul of the current subsidy system
(SDE+) is necessary and SDE+ will be
replaced by SDE++ at the end of November
2020. This new scheme is likely to be in
place until 2025.
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Sustainable Energy Generation
In the Netherlands, municipalities are the
competent authority tasked with writing
policy for sustainable energy generation. For
this reason, every municipality is expected
to employ or recruit professionals with the
required expertise. Municipalities in the
north have taken the lead in this area. To
promote the previously mentioned policy, the
government has appointed 30 energy regions
for the purpose of writing overarching policy
on which municipalities can then base their
own policy.

The new SDE++ scheme makes CO2
reduction technologies eligible for a subsidy,
in addition to renewable energy production
technologies. The aim of the SDE++ scheme
is to reduce CO2 emissions in as costefficient a way as possible. With this goal in
mind, a number of important changes will
be implemented.
Subsidy based on CO2 reduction
The SDE+ scheme gives the applicant an
amount in subsidy for every green kilowatt
hour produced. The SDE++ scheme gives
the applicant an amount for every tonne
of CO2 reduced. As with the SDE+ scheme,
subsidies will first go towards ‘cheaper’
technologies, with a view to achieving
climate targets in a cost-efficient way.

The north-east of the Netherlands is the
Dutch hotspot for solar parks. This area offers
plenty of space, relatively affordable land
prices, short distances to a grid connection
and policy incentives. However, as a result
of the fast-growing demand for solar parks,
data centres and more, this region has
limited capacity on the electricity grid. Grid
expansion takes time and is expensive, while
the government’s climate targets for a more
sustainable society will not be postponed.
As a result, the overview below offers no
guarantee of what the future geographic
distribution of solar parks in the Netherlands
will look like.

Adding categories
The current scheme focuses on the
following categories: water, wind, wind
at sea, solar, biomass and geothermal
energy. The SDE++ adds the following five
categories: the electric boiler, the electric
water pump, carbon capture, transport and
storage (CCS), industrial residual heat and
hydrogen production.
Limit to maximum amount of subsidy
The SDE++ scheme puts limits on the
maximum amount of subsidy awarded to
a specific technology or sector, thereby
preventing a situation where all of the
money goes to one sector and ensuring
that the energy transition does not become
dependent on one specific sector.
Competition
The SDE++ is not only intended for
renewable energy production but also
focuses on CO2 reduction technologies.
And since multiple technologies are eligible
for the SDE++ scheme, competition will be
more intense compared to the current SDE+
scheme.
However, the differences between SDE+
and SDE++ will not have far-reaching
implications for solar parks. But it is clear
that subsidies will fall over time, due to
continuing reductions in the cost price
of solar and wind-generated electricity.
As a result, the sector is certain to face
challenges in the future. How will policybased and practical targets be shaped at
management level?

The new SDE++ scheme makes CO2 reduction
technologies eligible for a subsidy, in addition to
renewable energy production technologies
Source Zonopkaart
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Regional Energy Strategy (RES)

Political
challenges
In addition to capacity
issues on the electricity
grid there are also
considerable political
challenges to the solar
park sector, such as
decentralised decisionmaking whereby the
specialist knowledge
needed is often not
available.

Thirty energy regions have been established in the Netherlands to investigate where
and how renewable electricity can best be generated on land (wind and solar).
This decentralised approach, known as the
Regional Energy Strategy (RES), is designed
to ensure that the Dutch government takes
local governments, areas and residents into
account. Every region gives its own personal
touch to the energy strategy, resulting in
differences in sustainable energy production
in the various regions of the Netherlands. The
RES highlights the following five themes
1

Map Some regions have made strides in their energy strategy
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In the UK, the decision
was taken to remedy this
problem by centralising
policy obligations
and exercising more
control at national level.
This has resulted in
greater uniformity and
has made it easier for
the market to locate
developments more
strategically. This would
also help accelerate
the development of the
sector in the Netherlands
and lead to qualitative
improvements.
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The above themes are tools to be used in the
development of the strategy for the energy
transition. The RES represents a balance
between the above-mentioned themes, in
which cost-efficiency and quality must also
be evaluated. The deadline for submitting a
draft version of the RES was June 2020, but
at present only half of the regions have done
so. The deadline for the final version is 1 July
2021. Some regions have made strides in the
finalisation of their policy but others still
have a long way to go and this situation is
clearly visible on the map below. The darker
the region, the closer it is to finalising its
plans. This may impact the speed at which
municipalities want to construct their solar
parks. However, this only applies to the short
term and not the long term as the RES regions
will achieve the goals outlined in their
strategies by the summer of 2021.
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Grid capacity is reaching its limits
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grid capacity is tight in the Netherlands and a number of areas have little
or very limited scope for supplying generated power back to the grid.
The expectation is that by 2030, grid capacity will be too
low at two out of three electricity substations (high and
intermediate). The capacity of the existing substations will
be increased and new substations will also be added to the
network. In total, 35 terawatt hours will have to be sustainably
generated by 2030 in order to meet the targets set. The RES
drafts include plans for approximately 50 terawatt hours that
are currently not expected to be entirely feasible.

Zuid-Limburg

The RES regions have also been asked to
perform a ‘grid impact analysis’, an estimate
of the connectivity options in the region.
The grid capacity of the current network is
reaching its limits, and this is an obstacle to
achieving the energy targets.

There are a range of possible solutions for this
connectivity issue:
•
Capping the peak load for solar;
•
Combining network cables for solar and wind;
•
Linking local use to locally generated electricity;
•
Opening back-up grid for resupplying energy;
•
Storage of the energy generated
(batteries and hydrogen power).

Source RES
savills.nl/research
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Despite the practical
and policy-related
challenges, the near
future for solar parks in
the Netherlands looks
bright. Solar parks have
a shorter realisation
period than wind farms,
and are therefore
expected to move
towards viability without
subsidies more quickly.
The first subsidy-free
parks already exist
abroad. For example,
the UK opened its first
subsidy-free park in
2017, driven mainly by
necessity since subsidies
had been taken out of
the equation. Southern
European countries
(including Spain, France,
Italy and Portugal) are
leading the way in this
area. But for the time
being, SDE++ subsidies
are necessary for the
viability of solar parks in
the Netherlands.
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Solar Parks

a new alternative asset class in the making
Obviously the sector faces some challenges. But even though many countries still require subsidies
to make solar parks viable, an increase in interest can be observed among institutional investors.
Take Union, Nordcap and Aguilla for example, who have recently set up
a ‘renewable energy fund’ to diversify their portfolios with the aim of
benefiting from favourable alternative risk-return profiles in times of low
interest rates. This raises the question of what the risk-return profile of
a solar park looks like, in comparison to real estate for example. The rise
in investor interest is therefore not surprising, as solar parks have a nonstandard investment profile. A comparison based on various components
provides an insight into the profile of solar park investments.
Development risk
The development of a solar park comes with relatively high costs before
development can commence, the environmental permit being the biggest
obstacle. The planning issues surrounding solar parks are more complex
than urban development. Wind turbines and solar parks are generally not
welcomed by local residents. The NIMBY effect (not in my backyard) can be
observed throughout the Netherlands. The costs associated with the permit
process are borne by the developer.

Maintenance risk
The operating costs of solar parks are relatively low. Costs consist mainly
of installation, followed by green and technical maintenance, all of which
are manageable. Compare this to the maintenance costs of buildings which
can be relatively high, such as long-term maintenance, tenant risks and any
renovations.
Income risk
Once the SDE++ has been granted, central government provides the subsidy
for a period of 15 years. The subsidy gives the solar park a guaranteed source
of income, with an additional source being the sale of electricity. The cash
flow of a solar park is therefore stable and on average less volatile than
real estate, because its long-term operation is not affected by risks such as
vacancy.
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Graph
Indication of average risk-return profile spread of assets: low yield
spread and clear risks characterise the profile of solar parks
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HOW MATURE IS THE CURRENT
INVESTMENT MARKET?
Initially, parties invested in the development of
solar parks, which were then held in a portfolio;
partly due to a lack of investors in this type of
product, we are now seeing the first sales of
developments and completed solar parks to
investors in the Dutch market. The main reason for
more traditional investors to enter the market is
the certainty about the viability of solar parks, the
scale-up of the solar parks and the government’s
incentive policy. In addition, this is leading to a run
on suitable land, where the aim is to install tens
of thousands of solar panels at once. All of the
above is indicative of a maturing market, largely
driven by the effects of irreversible and ambitious
sustainability targets. Solar park investments are
becoming an alternative asset class.
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Marketability

The above analysis shows that a solar park
is characterised by a relatively low risk and
stable return compared to other real estate
sectors. A long period of operation of no less
than 15 years, in which there are almost no
fluctuations in the cash flow, underscores
the stability of a solar park as an investment
category.

Sustainability

Income through rent
Operating risks, such as vacancy, are much
easier to estimate for a solar park and much
more manageable than for the majority of real
estate investments, where income through
rent is often guaranteed for a shorter period.

Once the SDE++ has been granted, central government provides the
subsidy for a period of 15 years. The subsidy gives the solar park a
guaranteed source of income, with an additional source being the sale of
electricity. The cash flow of a solar park is therefore stable and on average
less volatile than real estate, because its long-term operation is not
affected by risks such as vacancy.

The permit for a solar park is usually issued for a period of 25 years and
the installation is expected to meet the sustainability requirements for
the entire duration of the permit. For real estate in general and existing
real estate in particular, continued compliance with sustainability
requirements is far more difficult to achieve. Compliance with the latest
sustainability requirements sometimes comes at a relatively high cost.

Solar parks have other non-standard
characteristics as well. A striking and unique

savills.nl/research
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feature is that location is much less important
in the determination of the risk-return
profile, as opposed to real estate investments
whereby differences between regions can
be significant. This also makes the spread
between top solar park investments and
other solar park investments smaller than
for other real estate categories. Investments
in residential real estate are an exception,
mainly due to the major housing shortage in
the Netherlands and the resulting limited risk
perception among investors looking to invest
in real estate.
Solar park investments can be valuable
additions to the portfolios of investors,
and we have observed this happening more
frequently in the market.

9

Investors are largely driven
by the effects of irreversible
and ambitious sustainability
targets
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OUTLOOK

In view of current pipeline
projects, there is little doubt
that the solar power sector will
grow in the coming years.
Climate targets serve to
accelerate the growth of the
sector. Despite this growth
outlook, there are still policyrelated and practical challenges
for the sector:

Limited
investments in the
expansion of the
electricity grid

Opposing spatial
interests in a
densely populated
country

Key findings
Climate targets serve to accelerate the growth
of a new asset class: solar parks

Lack of centralised
government
control of the
energy transition

The expected growth and
alternative aspects that
investing in solar parks offers
are leading to increased interest
from investors. A steady
increase in the number of funds
and the invested volume
therefore looks very likely. For
investors, the more concrete the
action taken to tackle the above
challenges, the more attractive
the sector will become. At the
same time, the higher the
number of investors who enter
the market, the more
professional the sector will
become and the bigger the
boost it will receive.

savills.nl/research
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The share of solar in
sustainably generated
electricity rose from
1.83% in 2012 to 23.7% in
2019. However, the level
of sustainable energy is
still too low to meet the
government’s climate
targets.

the current number of parks
is resulting in capacity
issues in the electricity grid.

3

Solar power projects
and the sector as a
whole are experiencing a
significant increase in scale,
partly due to technological
developments. These new
developments have led to a
new subsidy system: SDE++.

2

There are geographical
differences in the
number of solar parks
in the Netherlands. The
north-eastern Netherlands
is the current hotspot for
solar parks. This region has
relatively low land prices,
short distances to grid
connections and a sound
incentive policy. Yet even

23.7%

4

The key policy
challenges for the
development of solar parks
in the Netherlands include
decentralised decisionmaking and streamlining
various spatial interests in
a densely populated country.
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By 2030, grid capacity
is expected to be low for
two out of three electricity
substations (high and
intermediate). The capacity
of the existing stations
will be increased and new
substations will be added to
the network. However, this
is a time-consuming and
especially a costly process.

6

Solar parks are likely
to be viewed more as
an alternative asset class,
partly due to the favourable
risk-return profile and the
government’s ambitious
sustainability targets.

The share of solar in sustainably generated
electricity rose from 1.83% (2012) to 23.7% in 2019
10
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