The impact of the new Dutch government

on climate & energy policy
The role of nuclear power in energy independence

July 2024

PERSPECTIVES

WWw.accuracy.com




‘ ‘ Analysing.

Questioning.
Deciphering.

Discover our Perspectives on trends,
industries, technologies and so much more. ’ ’

Energy & Renewables



Introduction

On 2 July 2024, the new right-wing coalition government in the Netherlands — composed of the election winner the PVV
party, the VVD party, and newcomers the Farmer—Citizen Movement (BBB) and New Social Contract (NSC) — was installed.
The coalition unveiled its key policy plans for the next four years in its ‘Hoofdlijnenakkoord” or ‘Outline Agreement’, of which a
crucial topic is climate and energy, one that will remain a focal point for the years to come.

Main climate and energy policies

The new government has set a target to reduce the level of net greenhouse gas emissions in 2030 by 55% compared with
the level in 1990. This goal is in line with EU regulations, but it is less ambitious than the goal of the previous government,
which included a buffer to ensure targets for 2050 would be reached. This is not the only difference in climate and energy
policies between the former and current governments, as set out below:

e Alignment with European standards: Dutch climate policy will strictly adhere to European agreements, no longer
aiming to exceed them as under the previous government. For instance, the phase-out of fossil fuel subsidies, a priority
of former Climate and Energy Minister Jetten at COP28, will now follow the European framework. While aligning with Euro-
pean agreements ensures compliance with broader regional goals, this reduced ambition compared with previous national
targets may slow environmental progress and innovation.

e Energy poverty: The coalition ams to prevent energy poverty by assisting citizens and small entrepreneurs with sus-
tainability efforts, with special attention to those facing high energy bills due to district heating connections. This focus is
expected to create a more inclusive and equitable energy transition.

e Housing and energy regulations: Homeowners will no longer be required to improve their energy labels. The new
government has reversed the previous mandate by outgoing Housing and Spatial Planning Minister de Jonge, which
required installing heat pumps and replacing all traditional boilers by 2026. \While this provides immediate economic relief
and reduces the regulatory burden, it may pose challenges in terms of broader environmental and financial implications.

e Promotion of electric vehicles (EVs): Subsidies for EVs will end in 2025, while the weight correction for electric cars in
motor vehicle tax (MRB) will remain. The coalition will explore delaying the establishment of zero-emission zones, empha-
sising that these decisions will remain at city level. Balancing these changes will be crucial for continued progress towards
sustainability and emission reduction goals, while addressing economic and social equity concerns.

¢ Phasing out solar panel subsidies: The Outline Agreement is silent on abolishing the solar panel net metering scheme,
which former Minister Jetten aimed to bring to an end. However, the budget appendix indicates the scheme will be dis-
continued from January 2027, despite votes against its abolition by the PVV and BBB parties in the senate earlier this year.
This change is expected to affect solar power adoption rates and free up funds for innovation, requiring a careful balance to
ensure continued progress in renewable energy adoption and broader sustainability and climate change mitigation goals.

e Climate adaptation: The coalition intends to prioritise climate adaptation. The strategy will be updated to address the
impacts of drought on food production and building foundations, as well as the availability of fresh water. A reassessment
of the High Water Protection Programme is included to ensure future dyke security.

In addition, the Outline Agreement has a strong focus on energy independence. The coalition believes the Netherlands
should not rely on energy imports from ‘unreliable’ countries like Russia and should strive to generate its own energy where
possible. To accomplish this, the strategy includes investing in North Sea gas extraction and green hydrogen technology;
however, the main focus is on nuclear energy.
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Delving into the government’s nuclear energy plans:
from one to five nuclear plants

The coalition has great ambitions for nuclear energy. This source of power, generated by splitting uranium atoms in reac-
tors, is CO2-free, but it produces radioactive waste. As a result, it has always been a topic of some controversy: supporters
highlight its capacity and stability; critics worry about waste storage and costs. Despite this, a growing percentage of adults
in the Netherlands support the call for more nuclear energy: 36% in 2023, up from 25% in 2020, according to CBS, the
Netherlands’ national statistics office.

The former government had already agreed to keep the current nuclear plant in Borssele operational, and now the new gov-

ermment has agreed to build four more. Yet significant obstacles remain — take, for example, the crowded power grid and high
costs to build — and the Outline Agreement does not offer sufficient reassurance on these issues.

Figure 1 Nuclear power capacity additions and retirements by region (GW)
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Source: IEA, https://www.iea.org/data-and-statistics/charts/nuclear-power-capacity-additions-and-retirements-in-selected-countries-and-
regions-by-decade-in-the-net-zero-scenario

Note

Investment in nuclear energy is crucial to achieve the International Energy Agency’s Net Zero Scenario by 2050. This involves extending the life
of current plants and building new ones to bolster energy security and address climate objectives.
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Challenges and costs in Dutch nuclear expansion

The four coalition parties want the government to contribute to the construction of nuclear power plants ‘through public-pri-
vate partnership and knowledge development’. According to the budgetary appendix, a total of €9.5 billion is reserved for this
purpose until 2035. In the previous coalition agreement, €5 billion had already been ringfenced for the construction of two
new nuclear power plants, so the total reserved amount now stands at €14.5 billion.

The exact cost of construction for these plants cannot be specified, but we can turn to the two nuclear power plants currently
being built in the United Kingdom for an idea. The costs of these plants at Hinkley Point in Somerset were originally estimated
at £18 billion (approximately €21 billion). However, due to cost overruns and inflation, developers now estimate the costs could
rise to £46 billion (approximately €53 billion).

Furthermore, the appendix of the coalition agreement indicates that government investments will not begin before 2027 due to
the years of preparation required before construction starts, pushing a substantial financial burden onto future governments.

Figure 2 Nuclear power capacity per region in the Net Zero Scenario (GW), 1990-2030
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Note

A global trend exists towards nuclear expansion, which underlines nuclear energy’s crucial role in achieving net-zero goals. The International
Energy Agency (IEA) projects that achieving its Net Zero Scenario will require a 32% rise in global nuclear power capacity to reach 545 GW by
2030

5 July 2024 Energy & Renewables



Grid investments

Besides the investments required for the construction of new plants, there are other considerations. Borssele is currently
favoured as the primary site for the new facilities, with the Maasvlakte (near Rotterdam) also under consideration. The final
decision will depend on studies regarding environmental impact, the electricity grid and local support.

Earlier this year, grid operator Tennel conducted a study on the integration possibilities within the current grid. The study
revealed that neither Borssele nor the Maasvlakte could accommodate two new plants with the existing infrastructure, let
alone four. Therefore, an expansion would only be possible if the new government finds capital for significant investments in
the grid. The Outline Agreement states that addressing these issues will be a priority.

Timing is everything

While building additional nuclear power plants can contribute to increasing the Netherlands’ energy independence and sup-
port meeting climate goals, this solution alone will not suffice to achieve the government’s climate and energy ambitions; the
investment challenges and timeframes involved are too great. Even once construction begins, it will take at least ten years
before new nuclear power plants can start generating electricity, which will be too late to meet the 2030 climate goals. A more
comprehensive energy strategy is therefore of the essence for a sustainable and resilient energy future, one that includes
nuclear power, renewable energy, energy efficiency measures and technological innovation.
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Opportunities for small modular reactors

On the way to a climate-neutral Netherlands by 2050, the government aims to make electricity production in our country
CO2-neutral by 2035 at the latest. Nuclear power should make a significant contribution to this goal, not only through large
reactors but also potentially through small modular reactors (SMRs).

Indeed, the government sees considerable potential in the emerging technology of SMRs. Although still in development, they
will be built more quickly than large reactors thanks to their modular design, say experts. Their smaller size will also allow them
o be deployed in multiple locations, including remote areas and off-grid settings, in the near future (see our earlier research
report ‘Powering tomorrow — The evolution of nuclear technologies and small modular reactors’.

With a power capacity equal to roughly one-third of traditional nuclear plants, SMRs offer cost-effectiveness and adaptability
for various energy needs. However, it will take time before they become more cost-effective.

SMR positioning compared with large scale
reactors

Cost per
installed kW

SMRs

SMR economic levers

Large scale
reactors

Scale effect

MWe

SMRs offer numerous economic levers

Simple design
The simpler design thanks to a smaller size facili-
tates design, manufacturing and maintenance.

Modularity

The modular design of SMRs significantly reduces
construction time and the risks associated with
on-site work, enabling faster commissioning.

Series effect

A high degree of standardisation enables series
production, both in factory and on site. This stand-
ardisation generates economies of scale, improves
quality and reliability, and reduces manufacturing
and assembly times.

Safety benefits

SMRs incorporate passive safety devices limiting
human intervention, thereby reducing failure risks
and enhancing overall safety.

e SMRs enable significant economies of scale through high degrees of standardisation and modular design.
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Opportunities for small modular reactors [...]

Market players are showing interest and a wilingness to invest. This will be crucial to advance the technology from develop-
ment to deployment. Approximately 15 different designs are currently in development across Europe, suggesting a notable
shift towards modular, scalable nuclear solutions. However, the new government has a critical role in ensuring the right market
conditions for this.

Figure 3  The SMR market is segmented into six technologies, and 15 Small Modular Reactors are
currently under development in Europe’
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Note

Current outlook of the SMR market, BWR = Boiling Water Reactor; PWR = Power Water Reactor; LFR = Liquid Metal Cooled Fast Neutron
Reactor; MSR = Molten Salt Reactor; GCR = Gas Cooled Reactor; VHTR = Very High Temperature Reactor, (1) Europe includes Russia,
17 SMRs are under development in Russia.

Conclusion

Overall, the Outline Agreement addresses several short-term economic concerns; however, balancing them with long-term
sustainability goals will be crucial for the Dutch government.

The plans for nuclear power and SMRs are ambitious and could provide a solution for greater independence in the future, as
well as achieving the 2080 target levels. However, the government must create an attractive investment climate and corre-
sponding market conditions to boost these plans. The contribution of specialised and experienced market players is critical in
overcoming challenges related to grid capacity and high costs. Though the government aims to bolster energy security while
adhering to EU regulations, achieving these goals will require navigating technical, financial and environmental challenges in
the years to come.
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What Accuracy Does

At Accuracy, we understand the importance of having a multidisciplinary and collaborative team to tackle complex challenges
in the financial services industry. That is why our project team is composed of experts in business consulting, software engi-
neering and data science. The team works seamlessly together to provide powerful solutions.

Our business consultants have a deep understanding of risk management, stress testing and regulatory compliance, as
well as experience working with financial institutions around the world. They work closely with our clients to understand their
unigue needs and requirements and to develop customised solutions that are aligned with their business objectives.

Our software engineers are experienced in developing cutting-edge technology solutions that are scalable, secure and easy
to use. They work closely with our business consultants to design and implement risk management systems, stress testing
platforms and other solutions that meet the specific needs of our clients.

Finally, our data scientists are experts in data analysis, machine learning and statistical modelling. They are responsible for
developing models and algorithms that power our technology solutions and work closely with our business consultants and
software engineers to ensure that our solutions are based on sound data analytics and modelling techniques.

By bringing together business consultants, software engineers and data scientists, we are in a unique position to help our
clients. This multidisciplinary and collaborative approach allows us to deliver effective and efficient solutions that help our
clients address their most pressing challenges in the financial services industry.
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Senior Manager
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