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By Mathieu Richard (Enercoop)

Implementing a new renewable energy cooperative can often seem an overwhelming task. All renewable energy (RES) projects
are rife with obstacles, and the available literature is replete with discussions of barriers to these long-term, highly capital-inten-
sive investments, heavily dependent on imperfect and unstable legal frameworks and on the availability of funding. However,
to these barriers common to all RES projects, REScoops add their own constraints, linked to the difficulty of seeding capital from
many individual investors, to institutional barriers on the access to equity, to the lack of trust or support of the traditional bank-

ing sector, or to the (typically small) size and decentralized nature of the projects themselves.

Breaking down these difficulties and addressing them one by one is the only way to overcome them. Many of these barriers
have to do with the context in which REScoops operate, but nearly all can be methodically addressed by determined RESCoop

organizations.

Specific instruments successful in one context can often be replicated or adapted in other regions. A more unified RESCoop
movement can both mutualise tools and expand the visibility, legitimacy and support for the cooperative model. Moreover, by
highlighting good practices already successfully developed in some countries, REScoop 20-20-20 can eventually contribute to

sketch a roadmap for an ambitious, albeit progressive, improvement of the regulatory frameworks themselves.

This report concentrates on the obstacles facing the financing of the different phases of a REScoop project. Perhaps surprisingly
in this post-credit-crunch era, it argues that the availability of funds is not the main problem. In a slightly provocative statement,
the report asserts that the main barriers to financing REScoop projects are not primarily financial in nature. Many non-financial
factors (image, technical capacity, and the regulatory traps) indeed affect the financing of projects and combine to prevent or
delay the growth of the cooperative model. But this growth is visible and can rely on powerful assets: the motivation and in-
volvement of citizens, the support of public authorities (often at local level), the development of the social enterprise and ethical

banking sectors.

Still, a new REScoop project will need funding, in different amounts and forms, from the pre-planning stage through the de-
velopment, investment and operation phases. Overcoming the financial barriers requires a mix of innovative approaches and
dissemination of existing instruments, such as development seed funds or loan guarantee mechanisms. Most of all, it requires an

understanding of the specificities of RESCoop projects (starting with their size and including their governance).

Clearly, mainstream banks are not in most cases well equipped or willing to dedicate resources to such projects. This may eventu-
ally change, but in the meantime, the creation of targeted instruments that can respond to different types of citizen investment
while offering high standards of rigor and security to investors is one part of the solution. The other is a wider collaboration with
(and parallel reinforcement of) the ethical and alternative banks, whose DNA makes them more receptive to RESCoop values
and constraints. They are, for one thing, more readily available to follow and support smaller projects. The next step is for them

to keep developing alongside the REScoops, so that progressively more (and larger) projects can be successfully implemented.

Despite already registering hundreds of cooperatives across Europe, the REScoop movement is still in its infancy. Initiatives like
the REScoop 20-20-20 project provide an invaluable help for a change in scale: by gathering experience from many cooperatives
in several countries, the project collected a considerable wealth of information on the obstacles faced by such projects, and the
solutions found in specific situations. Not all these solutions will be readily available everywhere, but the existing know-how can
help jumpstart new cooperatives through the difficult initial phases of implementation; through cooperation, avoiding pitfalls

may thus become, if not exactly child’s play, at least a less daunting endeavour altogether.
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Executive Summary

This report aims at addressing the financial market barriers that threaten citizen RES-projects in different EU countries and at
revealing the different solutions that already exist and could work to finance RES-e generation projects in areas where they
did not yet take off.

RES European legal framework: a common objective with diverging efforts

The European Directive 2009/28/EC setting a European target of 20% gross energy consumption from renewable energy
sources by 2020, has reached its first phase of application in the period between 2010/2011. This first phase of the RES Di-
rective illustrates an unequal effort towards RES development in the Member States and while the first interim targets are

reached by many Member States, it appears that the future effort towards the next targets will have to be more vigorous.

Moreover, the first national interim targets are only the “starting point” of the application of the directive which “[trajectory gets
steeper toward 2020]”. This will implicate to increase the efforts towards RES development for each Member State so as not to

fail reaching their objectives (European Commission, 2013, p7).

Itis in this context, when the promotion of innovative and effective solutions for developing RES projects development is of
key importance on both European and local scales, that the REScoop 20-20-20 project has been launched. Its main objective is
to help speed up local renewable energy projects in order to contribute to the achievement of the European 20-20-20 energy

goals by increasing the involvement of citizens through REScoop projects.
Financing a REScoop project

REScoop is short for Renewable Energy Sources Cooperative. A REScoop is a group of citizens that cooperate in the field of
renewable energy, developing new production, selling renewable energy or providing services to new initiatives. This coop-
eration can take many forms, nevertheless, the ability to raise capital through local citizens investing in a project is particularly
pertinent for REScoops because it allows to directly engage with the local community: not only consult with the citizens or

inform them, but to give them the option of being the actual owners of the project.

The notion of ownership strengthens the ties and the responsibility of the local community towards the project’s success as
well as the issues at stake for the energy transition. Including the citizens in the cooperative as members also helps securing
part of the economical benefits of the projects in the local community. The nature of a REScoop and one of its main assets
compared to other actors of the renewable energy sector is precisely the fact that it gives local citizens the option to take part
in the decision making process and benefit directly from the success of the project and therefore it increases the general ac-

ceptance and enthusiasm for RES development.

The particularity of financing RES projects is that the costs of producing electricity from renewable sources (or levelized costs)
are for the major part constituted of initial investment costs, the operating and maintenance costs representing a rather low
percentage of the levelized cost of electricity (except for biomass and biogas plants). Therefore the REScoops have to be able
to foster large amounts of capital almost from the start of the project, when the production revenues are not guaranteed on
the short term. This represents a difficulty because investors have to be ready to take the risk in advance, before the project

can produce its first kWh.




Citizen investment in renewable energy, a key lever for the energy transition on a local scale

However, a range of funding options is available for RES projects in most countries of the EU. The Equity investment is there-
fore a key step in a REScoop financing both because it is part of the characteristic of a REScoop to have citizen funding sources
but also because financial operators do not fund 100% of a REScoop project through loans. Having a percentage of citizen

investment is essential in the financing plan of a REScoop project.

Several possibilities exist in Europe to include the financial participation of citizens in REScoop projects through:
- the buying of shares for equity (through a share offer);
- the direct investment as a private loan into the project;
- a financial guarantee so that the REScoop project can have access to a bank loan;

- a membership fee (annual fees paid by the members of a cooperative).

It has been clearly demonstrated that citizens can have their part to play in financing the energy transition on the local level.
But compared to ethical and solidarity-based funding, REScoops must explain that they require investments in equity - whose
citizens projects need to develop- which is different from bank savings. They must promote direct citizen engagement in
projects and solicitation of public authorities, insisting in the powerful concept of economic democracy. Finally they have to
show their difference thanks to the direct-visibility of projects funded - “short-circuit” between investors and the project. A lot
of citizens, disappointed by the lack of transparency of the mainstream financial circuits are very interested in being part of

such “short-circuits”, even if the risk is a little bit higher.

The barriers to financing REScoop projects are not directly linked to financing instruments

Itisimportant to underline the fact that the main issues hindering the financing of REScoop projects are not primarily linked to
financial factors. Financial operators interviewed for this report stressed that the lack of adequate financial tools is not, in their
opinion, the main obstacle to finance REScoop projects but that political, administrative, legal and economical factors are the
primary bottlenecks affecting the validation of a REScoop project’s financing plan. Although these barriers are not exclusively
financial in nature, they do have a direct or indirect consequence for the financing of these projects. In most cases the main

barriers for financing projects arise well before the implementation of a financing scheme and have been identified as follows:

Cultural and political factors

+ Lack of knowledge concerning the cooperative model

« Lack of legitimacy as a real market player and low trust in the cooperative model as an effective economic alternative

« Level of political support to RES plays an important part in the development of REScoops + political support to citizen-led

initiatives

Economic and management factors
+ Pre-planning stage barriers
+ Lack of guarantees

« Size of REScoop projects

Legal and administrative factors
+ Public offering regulation (access to equity capital)
« Administrative barriers: cost and access to the grid

« Unstable regulation (especially public support schemes for RES)




General introduction to the report

REScoop 20-20-20 project

REScoop is an acronym for Renewable Energy Sources Cooperative. We consider a REScoop to be any group of citizens that
cooperate in the field of renewable energy. It includes developing new production, selling and supplying renewable energy or
providing energy related services. The REScoop 20-20-20 project intends to support all such groups of citizens, if they respect

the principles set out in the charter of our project, which you can find on our website.

The REScoop 20-20-20 project was launched in 2012 and is sponsored by the Intelligent Energy Europe program of the Euro-
pean Commission. The goal of the REScoop 20-20-20 project is to accelerate installation of RES energy production capacity,

leveraging the cooperative model with local citizen involvement.

One of the work packages aims to make a top line inventory of all REScoops in Europe. These REScoops are encouraged to
provide also a more comprehensive profile, which will be openly accessible through the project’s website. This allows existing
and new REScoops to connect with each other and exchange knowledge. The database is growing every day. The database
is not only important for the exchange of information, but also because a more complete listing of REScoops in Europe will

demonstrate the social, political and economic power potential of the REScoop movement.

Complementary to the inventory of REScoops in Europe and the best practices report there is specific and more in depth
research on best practices, business models and community engagement. The research into these specific areas will result in

several reports, handbooks and a toolbox that will help citizens with these critical aspects of creating and managing REScoops.

Challenges for financing REScoops

Financing a project is one of the key steps in creating a REScoop, although many REScoops’ project developers indicate that
they are facing obstacles to finance their initiative because of different reasons. And while the financing phase is crucial to
each project, citizen initiatives are more or less successful depending on the country where they are undertaken and the tech-
nology they use. This report’s main objective is to give an overview of the barriers REScoops can face to finance their projects
and the solutions that exist to overcome these obstacles. Many factors have to be taken into account in order to assess the
issues hindering the development of REScoops and comparing the situation in the different European countries is a delicate
task. Indeed, the data needed to be able to rigorously compare the context in which REScoops are created in Europe is mani-
fold and not always useful to understand the dynamics to which citizens are confronted to set up renewable energy projects.
Therefore this report is mainly based on empirical research through the feedback of stakeholders involved in the financing of
REScoops in the different countries included in the study. The present report does not try to give an exhaustive assessment of
the barriers and solutions to financing REScoops in Europe, but to highlight the major obstacles that have been identified by

the partners and interviewees during the research.

Structure of the report

In order to comprehend the context into which the REScoop projects are created, the report will first outline the European
legal framework into which renewable energy citizen-initiatives are developed and highlight the major differences in the ap-
plication of the European regulation per country. So as to describe the specificities of financing a citizen-based initiative, the
report will sum up the main key points related to citizen investment and to the type of financing that has to be put in place for
a renewable energy project. The report will then analyze the main barriers that hinder the financing of REScoop projects and

highlight existing solutions in the countries included in the study.
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Methodological approach

The scope of the research undertaken for this report was deliberately restricted to 10 European countries including the 7
countries of the partners of the REScoop 20-20-20 project’s Consortium: Belgium, Denmark, Germany, France, Italy, the Neth-

erlands and the United Kingdom; as well as the countries in which pilot projects have been selected: Croatia, Greece, Spain.

The methodology used for this report is based on qualitative data gathered through preliminary reports. A preliminary report
per country included in the scope of the study was constituted through literature reviews and interviews. The ten preliminary
reports helped set up a framework with key information in order to have key context information for each national framework,
they are available in the Toolbox of the REScoop 20-20-20 project. The interviews conducted during the research were either

questionnaires or semi-structured interviews from the following categories of actors:

+ Financial operators
+ Regulatory agencies
+ REScoop project developers
Energy experts
« Experts on cooperative model
Local authorities
 Financing actors of citizen projects out of the energy scope

Non-citizen RES actors inside the energy scope

The report also draws on the results of the first study undertaken in the REScoop 20-20-20 project on REScoop Best Practices'.

' See REScoop 20-20-20 project WP2 report on Best Practices




I. Financing REScoop projects in Europe

Overview of the European legal framework

Recent European Directives that have had an impact on the RES framework

The legal framework for energy and more specifically for renewable energy growth in the European Union has changed vari-
ous times in the recent years. This European legislation has permitted quantifying the type of efforts needed to adapt the Eu-
ropean market for energy as well as encouraging more firmly the implication of each country into the energy transition. Below

is a short description of the recent European Directives that have had an impact on the RES framework on an European scale.

2001

European directive 2001/77/EC
Promotion of the production of
electricity from renewable sources

1996 2009

European directive 96/92/EC European directive 2009/28/EC
Common rules for the internal market Promotion of the use and production
in electricity of energy from renewable sources

European directive 96/92/EC - Common rules for the internal market in electricity

The Directive 1996/92/EC established a legal European framework for the internal market of electricity and had a major im-
pact on the electricity market of the Member States. The main objective of this directive was to open the electricity market to
competition, giving a new framework for the production, supply and distribution of electricity on the national scales. Opening
electricity markets to competition allowed new actors to enter the energy market more easily in countries where the concen-
tration of activity through few stakeholders was high or with a monopolistic system. It also aimed to institute a more equal

access to the Distribution and Transport grids and give a wider choice of suppliers to the consumers with transparent tariffs.

The Directive 96/92/EC was replaced by the directive 2003/54/EC and by the directive 2009/72/EC.

European directive 2001/77/EC: Common rules for the internal market in electricity

In 2001, the EU adopts the Directive 2001/77/EC, establishing national targets on the percentage of electricity produced from
renewable energy sources. This Directive, most commonly known as the RES Directive institutes non binding targets for 2010:
“If all Member States [met] their national targets, 21% of total electricity consumption in the EU [would] be produced from renewable

energy sources by 2010” (European Commission, 2007).

This Directive is one of the direct implications of the EU’s involvement taken during the Kyoto Protocol in reducing greenhouse
gas emissions. However the targets of the 2001/77/EC Directive were only indicative and not binding targets. Most of the EU
Member States did not manage to reach their indicative targets for 2010 and in 2006 the gross energy consumption from
renewable sources leveled only at 14.7%. A Renewable Energy Road Map was then published by the European Commission
in 2007 - [COM(2006) 848 final] - for a long term renewable energy policy for 2020 with national binding targets which led to
the Directive 2009/28/EC.
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European directive 2009/28/EC:Sets objectives for 2020

Therefore the Directive 2009/28/EC established a general framework for the development of energy from renewable energy
sources with national implications for each Member States: “The EU has the target of generating 20% of its energy consumption
from renewable sources by 2020. Member States each have different individual targets to allow this overall target to be met, and they
are obliged to provide detailed roadmaps describing how they will meet their legally binding target. The roadmaps contain sectoral
targets, the technology mix they expect to use and the trajectory they will follow” (European Energy Agency, 2012).

RES Directive Objectives
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The 2020 targets have been divided into several interim targets established through the energy produced with renewable
energy sources in the Member States at the time of the Directive (biennial interim targets have been set for every Member
States). These targets have also been confirmed and planned on the national level by all Member States through National
Renewable Energy Action Plans (NREAP) that are also used to compare the actual growth of energy produced from RES to the

national targets planned.

That way, the first interim report has been handed in for the year 2011 for each Member State and a general assessment can be
done. For instance, in the electricity sector several Member States have exceeded their interim targets for 2011/2012 including
Belgium, Germany, Italy, the Netherlands and Spain. Whereas others didn't reach their planned interim targets as illustrated in

the graph below (European Commission, 2013, p4).
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This first phase of application of the Directive 2009/28/EC illustrates an unequal effort towards RES development in the Mem-
ber States and while the first interim targets are reached by many Member States, it appears that the future effort towards the
next targets will have to be more vigorous. In the Renewable energy progress report from the Commission to the European
Parliament and the Council several remarks underline the fact that: “[If it can be concluded that overall (...) there has been a
strong initial start in EU renewables growth (...) However, as we look at their future evolution, it seems that the economic crisis is
now dffecting the renewable energy sector, particularly its cost of capital, as it has all other sectors of the economy. This, combined
with ongoing administrative barriers, delayed investment in infrastructure and disruptive changes to support schemes, means fur-

ther efforts are needed to achieve the 2020 targets.” (European Commission, 2013, p6)

Moreover, the same report also highlights the fact that the first national interim targets are the “starting point” of the applica-
tion of the directive and that “[trajectory gets steeper toward 2020]’; which will implicate to increase the efforts towards RES

development for each Member State not to fail reaching their objectives (European Commission, 2013, p7).

Renewable energy indicative trajectory

from Annex | of the Directive 2009/28/EC
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In order to fully introduce RES in the European energy market, the third energy package of Electricity and Gas needs to be
fully implemented. As shown through past experiences -above mentioned-, a new framework for 2030 should include bind-
ing targets to push forward Member States initiatives in an organized and efficient way. These binding targets will need to
be enforced by remuneration schemes helping RES through their initial phase without generating long-term dependency.
Targets should be set on energy efficiency (reduce at least a 35%), renewables (produce a minimum of 45%) and greenhouse

gas emission (reduction of a minimum of 50%).
National legal frameworks for application of the 20-20-20 objectives

Member States have not only established national targets to reach the 2020 objectives of the EU energy package, but many
have also established local or regional targets and action plans to reach these targets. Some countries have also set either a
higher objective to reach than planned in the 2009/28/EC Directive or policy plans on a longer term than what the EU legal

framework establishes.

In Denmark, the role of political support to the development of RES has been underlined as a fundamental criterion for the
efficiency of such projects. This is true on different scales but it has been particularly true on the national scale with a unani-
mous parliamentary support towards the objectives for 2020, but for 2030 and 2050 as well. The Danish targets for the long
term have been set to a very high standard compared to other Member States with 100% renewable energy in the energy and

transport sectors by 2050 (Danish Energy Agency, 2012).

In Scotland, the government policy is to aim for the equivalent of 100% of the nation’s gross annual electricity consumption to
be delivered by renewables by 2020. Moreover, they have also set an objective of reaching 500 MW of the capacity owned by
citizens? and a government loan scheme that eligible groups can access for early stage development which they only have to
repay if their project achieves consent. Another fund then provides construction loans which are subordinate to commercial

loans.

Croatia has also set up targets for RES development before becoming an official member of the EU in July 2013 through the

Energy Strategy of the Republic of Croatia adopted in 2009 (0G/130/09) which plans for the energy policy until 2020.

The political will is a key criterion for the impulse of such schemes on local and national scales; the countries included in the
study have had different approaches and different levels of implication towards the development of RES. If a policy is put in
place to foster the development of RES, it is not always followed by adequate public financial schemes to encourage its imple-
mentation. The development of RES through national policies includes the development or strengthening of financial support

toward RES — and more particularly RES production.

How to finance a REScoop?

Different types of REScoops, different financing plan (supply, production, etc.)

As mentioned in the definition of a REScoop in the introduction to this report, several types of REScoop models of activity ex-
ist:“It includes developing new production, selling and supplying renewable energy or providing energy related services”. We
can identify 3 main types of activities for the purpose of this report:

+ Producing energy

+ Supplying energy

« Providing energy related services



http://www.scotland.gov.uk/Topics/Built-Environment/planning/National-Planning-Policy/themes/renewables

These three examples are the main activities that REScoops in Europe usually do, they entail different types of financing plan

but they can be combined in order to provide a wider source of revenues or a different scale for a project. For instance a RES-

coop which transports or supplies energy has a different business model than a REScoop solely focused on producing energy

because the activity of supplying energy is a source of revenue for the project as well as producing the electricity. It is the case

for instance of the Belgian REScoop Ecopower, which combines production and supply of electricity or of the Italian REScoop

E-Werk Prad which produces energy and owns the local grid.

Nevertheless, one of the characteristics of citizen-led projects is often that they start with a rather specific objective for their

first project and later develop a larger model. It is especially the case with REScoop projects which produce energy. The pro-

duction model of REScoop are probably the most frequent type of REScoops encountered in Europe, given that the appropria-

tion of energy production is often a primary motive for citizens to get involved in REScoop projects. Therefore this report will

mainly focus on the production model of REScoops and most particularly the REScoops generating electricity.

Key steps for setting up a REScoop project

The key phases for the development of a REScoop project can be identified as follows:

1. The pre-planning phase

The development phase

2
3. The construction phase
4

The operating and maintenance phase

And each of these 4 phases can be divided into different steps. Each of these phases demands a different type of financing,

because of their different nature, but also because of the nature of the financing that corresponds to the level of risk taken by

the investors.

Phase

Description

Type of financing

Challenges/level of risk

1. Pre-planning

Project planning
Identification of site/
type of RES

« Grants
- Softloans

+ Self financing

2. Development

Feasibility study
Business plan
Permitting procedure

Grid access permit

+ Equity investment
« Grants
+ Loans

+ Seed capital

First phase of the project, most risky part of
the project to fund, investors are not often
willing to risk investing in the early stages
of a project

Financial guarantees needed by financial
institutions in case the energy production
does not repay the interest costs of the loan

Patrimonial guarantees requested by banks

3. Construction

Construction

Connection to the grid

- Loans
« Grants

» Venture capital

Construction risks: financial operators
are willing to take on construction risk
often subject to their appointment of an

independent consultant to undertake due

diligence on the contracts, business models,

etc (has to be taken in charge by the RES-

coop).

4.0&M

Production

Maintenance

+ Revenues from en-
ergy production
+ Public support

schemes for RES

Revenues

Regulatory risks on public support schemes
Financial viability of the installer and the
manufacturer and credibility of their war-

ranty

0
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Capital intensive activity of REScoops

The costs of generating electricity from a renewable source in a production project are mainly linked to the investment costs

and the operating and maintenance costs, given that the fuel costs are in most cases non-existent (apart from biomass).

As illustrated in the graph below from the IPCC report on RES and Climate Change mitigation (IPCC, 2011, p12), compared to
non-renewable sources the range of levelized cost of energy for renewable energy technologies is still higher for certain types
of RES, such as technologies related to ocean power sources (wave, tidal, etc.). However it is important to underline the fact

that RES technologies are becoming more accessible and competitive with non-renewable source technologies.

The medium values per type of technologies indicated on the graph refer to different type of technologies, for instance the
lowest medium value for wind electricity is for onshore wind turbines and the highest is for offshore wind (for more informa-

tion on the different medium values per type of technology please refer to the IPCC summary for policy makers).

Moreover, the graph does not detail the different types of levelized cost for producing electricity from non-renewable sources
but recent technological orientations in the building process of certain types of technologies, like nuclear based EPR for in-
stance, show that the cost of new non-renewable energy installations could lead to a higher levelized cost for electricity from

non-renewable sources than in the past.
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The cost of certain types of technologies has drastically lowered in recent years such as PV modules and wind turbines as

shows the following graph:
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Therefore the REScoops have to be able to foster large amounts of capital almost from the start of the project, when the pro-
duction revenues are not guaranteed on the short term. This represents a difficulty because investors have to be ready to take
the risk in advance, before the project can produce its first kWh.

The initial investment costs in most production projects have to cover for the following type of expenses:

Example of a wind power project

Expenses Rough estimate | Example (small wind project)

B Equipment + construction expertise 75-90% Wind turbines + material for construction of the plant

B Connection to the grid 1-3% Depends on the distance of the RES site to the grid
Pre construction permit development | 10-20% Includes feasibility studies and impact studies (noise,
studies environmental, etc.)

B Post construction permit studies 1-4% Includes financial and legal studies and audits

In addition to this type of expenses, the financing costs can also include dismantling costs
(which are often linked to regulatory rates) and financial costs. This example is of an onshore
wind project, however the costs for an offshore wind project are higher (especially depending
on the distance of the wind turbines to the shore). Also, it has to be pointed out that these rates

can vary depending on the size of the project, the number of wind turbines and other factors.

Example of a PV power project

Expenses Rough estimate | Example (small wind project)

m Equipment + construction expertise 70-80% PV modules + material for installation of the PV modules

m Connection to the grid 5-10% Depends on the distance of the RES site to the grid
construction expertise 10-20% Professional installation of the PV modules

In addition to the investment cots mentioned above, financial costs also have to be taken into

account (guarantees for the pv installation for instance).

For all RES types, the investment costs and operating and maintenance costs can vary, and the

lifetime of different types of installation has to be taken into account as well. The following

graphs illustrate the range of investment costs per RES type and operating and maintenance
costs per RES type (in €/kW), for more information refer to the table on costs of electricity pro-

duction from RES in the Annexes:
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Operating & Maintenance costs [€/(kWel*year)]
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Examples of investment schemes for a REScoop project

Torrs Hydro New Mills limited investment scheme — UK

Type of installation

Type of RES Small hydro power plant (63kW)
Production 240 000 kWh/year

Investment scheme

In shares 126 000 £ (around 147 000€)

In shares 70000 £ (around 81 000€)

In loans 25000 £ (around 29 000€)

Comburailles Durables investment scheme - France

Type of installation

Type of RES Photovoltaic (96kW)
Production 59 000 kWh/year
Investment scheme

In shares 10000 €

In shares 48 000 €

In loans 100 000 €

Financing instruments for RES and REScoops

Public Support Schemes

Different public support instruments exist in Europe. The main support schemes that are in place in the countries of the study
are feed-in tariffs, quota obligations, feed-in premiums, investment grants, soft loans and tax incentives. Below is an overview
of the different pubic support schemes that exist in the EU countries. State Aid rules constrain how many of these can be ap-
plied.
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Main RES-E support instruments in the EU-27
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Source: ECOFYS, FRAUNHOFER IS, TU VIENNA EEG, ERNST & YOUNG, 2011, p27: “Main RES-E support instruments in the EU-27"

Instrument

Definition

Feed-in Tariffs

A feed-in tariff is a fixed and guaranteed price paid to the eligible producers of electricity from
RES, for the power they feed into the grid.

Feed-in tariff systems have been historically and currently still are the main instruments of sup-
port in the EU.

Feed-in premium

systems

A feed-in premium system corresponds to a guaranteed premium paid in addition to the income

producers receive for the electricity from RES that is being sold on the electricity market.

Quota obligations

In countries with quota obligations, governments impose minimum shares of renewable electric-
ity on suppliers (or consumers and producers) that increase over time. If obligations are not met,
financial penalties are to be paid. Penalties are recycled back to suppliers in proportion to how
much renewable electricity they have supplied.

Obligations are combined with renewable obligation certificates (ROCs) that can be traded.
Quota obligations create a market for the renewable property of electricity. The government
creates a demand through imposing an obligation on consumers or suppliers to source a certain
percentage of their electricity from RES..

Hence, ROCs provide support in addition to the electricity price and used as proof of compliance.
A ROC represents the value of renewable electricity and facilitates trade in the green property of

electricity.
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Tenders Tenders are used fo large scale projects and most commonly for offshore wind.

Fiscal incentives Including soft (or low-interest) loans that are loans with a rate below the market rate of interest
Soft-loans may also provide other concessions to borrowers, including longer repayment periods

or interest rates.

Tax exemptions Tax incentives and exemptions are often complementary to other types of renewable energy
incentives programs. They are powerful and highly flexible policy tools that can be targeted to
encourage specific renewable energy technologies and to impact selected renewable energy

market participants, especially when used in combination with other policy instruments. A wide

range of tax incentives are present in the EU.

Source: ECOFYS, FRAUNHOFER IS, TU VIENNA EEG, ERNST & YOUNG, 2011, p27: “Main RES-E support instruments in the EU-27"

General Financing structure

As explained above in the previous part, financial incentives exist on RES projects in every European country, to which RES-
coops projects can access. These financial incentives can support REScoops but anyway REScoops must find their own “busi-

ness models”to make a general financing process possible.

At the end of the 2000’s the deSOLaSOL Intelligent Energy — Europe Altener project (N° EIE/05/078) made a clear analysis on

such a process:

“(...) Financing this type of projects requires an in-depth assessment that demonstrates feasibility and capacity to manage risk. Such
risks are, sometimes, new issues for the financing industry. Thus, it is important for project developers to understand all the elements

that are part of an economic feasibility analysis of a renewable energy project. (...).

It is also essential to know the regulatory environment under which the project will be developed and how it affects the financing

process.

Assuming that the feasibility study and preliminary analyses have identified a viable opportunity, the developer should be prepared
to start investing in the project itself. The next steps entail: initiating the interconnection process with the local utility; developing
the plant layout and design; beginning the permitting application process updating financial projections; initiating power purchase

negotiations and contacting funding sources to obtain financing.

In some cases, strategic partners will also be equity investors, which may expedite project implementation. The entire process — from
conducting the resource assessment to the start-up of operations — may take two years or longer, depending on the scale and com-
plexity of the project.” (DESOLASOL, TRIODOS BANK, 2006)

As the process could be very long the general financing structure must include a strong commitment in equity (20 to 30 %
-and often more- of the total financial needs). The additional 70 to 80 % of financing could be found by bank loans from main-
stream banks (even if they are often very prudent with such projects they are not used to) or from local cooperative banks, or

from environmental/ethical banks.




The banking process is often complex, as was underlined by deSOLaSOL project:

“Finally, it is worth remembering the information typically required when applying for a loan for a PV[RES] project:

« Aresource assessment

« Aproject feasibility study (technical and economic evaluation) by a credible consultant

«  Proven expertise in managing the type of project to be financed or an agreement with a qualified third party project manager
« Zoning and site permitting approval, including environmental impact studies

« Equipment performance data

« Equipment warranties and an operations and maintenance agreement

+ A completed interconnection study

« Along-term power purchase agreement with a creditworthy utility that will purchase the electricity at specified prices®
« Abusiness, financial and risk management plan for the project including complete pro-forma financial statements

«  Commitments for all required equity”

(DESOLASOL, TRIODOS BANK, 2006)

Citizen equity

The last point identified in the previous paragraph (“Commitments for all required equity”) is particularly important in RES-

coops projects as the 20 to 30 % of needed equity comes directly from citizen investment.

A range of funding options is available for RES projects in most countries of the EU. The particularity of REScoop projects is
based on the citizen investment option that is used to finance the project and give the possibility to local citizens to own part
of the project. The Equity investment is therefore a key step in a REScoop financing both because it is part of the characteristic
of a REScoop to have citizen funding sources but also because financial operators do not fund 100% of a REScoop project
through loans. Having a percentage of citizen investment is essential in the financing plan of a REScoop project. It also fosters
community engagement, with citizens becoming active members of the cooperative.
Several possibilities exist in Europe to include the financial participation of citizens in REScoop projects through:

the buying of shares for equity (through a share offer);
+ the direct investment as a private loan into the project;

a financial guarantee so that the REScoop project can have access to a bank loan (not all banks accept this, mostly sup-

ported by cooperative banks);

a membership fee (annual fees paid by the members of a cooperative);

+ Inthe UK, Energy Prospects also exist; it is a cooperative that delivers projects with planning permission to local cooperatives.

To know if a development of REScoops will be possible in the future it is therefore necessary to study the main lines of general

saving, of equity market and of ethical/citizen finance in Europe.

European general saving market

Due to the crisis European households have experienced the rise in their debt levels (75% in 2000 to nearly 100% today) with-
out this caused considerable variation in their savings rate which remained stable. Even in countries where debt has increased

dramatically, the savings rate remains high (as in Spain).

Thus, savings capacity of households remains important in Europe despite the economic crisis. However, the progression of

the crisis could have negative effects on the ability to save and therefore remains an important point of vigilance.

3 Sometimes banks will insist on an agreement to cover the life of the loan.




2011 Euro zone (17 countries) European Union (27 countries)
Population (in millions) 332 503

GDP (in million) 9400 000 13200 000

GDP / capita (in thousands of euros) 27,2 25,2

Saving rate of households 13,22% 11,46%

Gross saving (in millions) 1859 200 2414 400

Gross saving / capita (in euro) 5600 4800

Gross rate of household debt 98,89%

- debt / disposable income

Source : eurostat
European equity market

European Equity market is supposed to be less dynamic than in other countries like the United States of America or “emerg-

ing countries”.

Nevertheless it is an important market as shown by the key figures for 2011 (Source: EVCA, 2011):
« Total outstanding of European investments in equity : EUR 40 billion

« Part of the European GDP: 0,326%

+ Raising: EUR 46 billion

+  Number of enterprises financed : 4 800 (85% of Small and Medium Enterprises)

This market is very concentrated in a few countries: 43% for Great Britain, 27 % for France and Benelux, 11% for Germany,

Austria and Switzerland.

A lot of sectors are financed through equity, the main of which are Bio-technologies (31%), IT (17%), Communication (17%),

Environment and Energy.

Funds are coming from different origins: Pension funds (22%), Hedge funds (20%), Banks (18%), National Funds (13%),
Individuals (10%), Insurance Companies (7%) and Public agencies (5%). It is to notice that individuals represent very few of
the funding, which may be explained by “cultural” factors: European citizens are used to put their liquidities in savings much
more than in equity, as they prefer less profitability but more security. This cultural factor is to take into account by RES-
coops. Faced to such a willing to security, they must insist in their security advantages (public support, guaranteed contracts,

etc.) even if technically they propose a considered risky investment to individuals.

The main trend of European equity market is a huge fall of equity investments following credit crisis and recession in
2007/2008 (-18% in 2008). The European equity market is subject to significant fluctuations due to the risks involved and its

vulnerability with regard to the economic situation.

The very strong risk of investment in equity must be an important point of vigilance for REScoops. However because of

investing in local and long term projects, often supported by public authorities and with guaranteed contracts, REScoops
have persuasive arguments to convince citizens to invest in and to ensure their investments. They could also benefit from
European ethical/citizen finance saving market dynamic. It should also be noted that REScoops are long term investments

and some individuals will not appreciate not being able to trade or withdraw their capital on a short term basis.
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European ethical/citizen finance saving market

This market is recent (boom since the early 2000's), mixed, undergoing strong growth (two digits) and structured in three

branches:

« Philanthropic and charity funding: EUR 10 billion of outstanding loans in 2011, 150 different accounts, 100 charity funds. A
lot of European mainstream finance actors involved.

« Socially responsible funding (SRI): EUR 84 billion of outstanding loans in 2011 in 850 “institutional” funds, strong growth
(+12 % in 2011), very concentrated market (France, Great Britain, Switzerland)

. Ethical and solidarity-based funding: EUR 21 billion of outstanding loans in 2009 with 525 000 savers, 85 funds (8% of SRI

funds), small size actors

As a recent market it has a very interesting potential with a strong growth (two digits whereas banks are weakened by the
crisis) which seems to be sustainable (for instance 2/3 of the French people know ethical saving and say they are ready to
take action). To reach such a potential the market must be structured, in particular working on criteria/indicators for ethical
saving (the idea of a European label is in discussion). Another strength lies in the interest from public authorities (from local
to international levels). Recently the best example comes from the European level with the vote at the beginning of 2013 by
the European Parliament of the”EuSEF”label (European Social Entrepreneurship Fund), and a few months later with the crea-

tion of the “Social Impact Accelerator” fund of funds by the European Investment Fund.

Given the wide disparity in ethical finance in Europe, the challenge for REScoops is how to differentiate them in the eyes of

citizen investors and project developers:

Compared to the SRI funds, they must focus on no simple criteria of extra-financial ratings but on a global approach to pro-

mote citizens’ projects of renewable energy.

Compared to the philanthropic funding, REScoops must promote a different logic from just savings and gifts.

Compared to Ethical and solidarity-based funding, REScoops must explain that they require investments in equity - whose
citizens projects need to develop- which is different from bank savings. They must promote direct citizen engagement in
projects and solicitation of public authorities, insisting in the powerful concept of economic democracy. Finally they have to
show their difference thanks to the direct-visibility of projects funded - “short-circuit” between investors and the project. A
lot of citizens, disappointed by the lack of transparency of the mainstream financial circuits are very interested in being part

of such “short-circuits’, even if the risk is a little bit higher.

Opportunities for REScoops financing exist

The previous part of this report showed that the general context in Europe is quite in favor of citizen investments in RES-

coops. However the main barriers are perhaps not coming from the financial point of view, but from other barriers that will

be deeply presented in the following part (l).




Il. Analysis of financial barriers and existing solutions for REScoops

It is important to underline the fact that the main issues hindering the financing of REScoop projects are not primarily linked
to financial factors. Several studies®on the development of renewable energy sources in the European Union suggest in fact
that various barriers slow down the renewable energy growth and that investing more public funds or setting up new financial
tools will not immediately accelerate the creation of RES projects. As indicated in a study on the progress of energy efficiency
policies in Europe :"[thinking that if an energy efficiency investment is economic and access to capital is available, the invest-
ment will be made is a simplistic approach]” (Energy Efficiency Watch, 2012). Moreover, financial operators interviewed for this
report stressed that the lack of adequate financial tools is not, in their opinion, the main obstacle to finance REScoop projects
but that political, administrative, legal and economical factors are the primary bottlenecks affecting the validation of a RES-

coop project’s financing plan.

This analysis then focuses on highlighting the main barriers (identified during interviews and in the country reports) that have
an impact on the financing of REScoop projects. Although these barriers are not exclusively financial in nature, they do have a
direct or indirect consequence for the financing of these projects. Indeed, the difficulties met by project coordinators are often

linked with the context in which the initiatives are taking place.

In other words, in most cases the main barriers for financing projects arise well before the implementation of a financing
scheme. We therefore found it is essential in this analysis to include a reference to non-financial barriers that have an impact
on financing REScoop projects. In our attempt to lay out solutions, however, this report does focus mainly on financing-type
solutions for REScoops. In line with the coherent approach of the REScoop 20-20-20 project, the solutions mentioned are ex-
amples based on the project’s Report on Best Practices and on our country reports (see the Toolbox of the REScoop 20-20-20
project), while the handbook on investment schemes of the REScoop 20-20-20 project will constitute a practical extension of

this research, describing the most effective specific solutions for financing REScoops in more operational detail.

1 Cultural and political factors that have consequences on financing REScoops

The first category of obstacles is linked to the cultural and political contexts in which the project is created. REScoops by defini-
tion represent two lines of action: the cooperative model and the development of renewable energy. Having these two distinct
(but not diverging) objectives can represent both an advantage and a challenge when it comes to launching a project and

fostering participation and support.

The challenge faced by REScoops is then to foster acceptance not only for the renewable energy installations but also to con-
vince people of the relevance of the cooperative model. Therefore the context into which the cooperative project is launched
plays an important role in the success of the initiative, depending on the level of knowledge on the cooperative model and on
renewable energy sources spread among the different actors and the level of political support towards REScoops. Moreover the
cultural factor has often been put forward by interviewees as an essential element in the understanding of barriers and solu-

tions faced by REScoops for their financing.

Lack of knowledge concerning the cooperative model

Historical context of the development of cooperative model in Europe

Concerning the development of the cooperative model, the ten countries included in this study have very different historical
and cultural backgrounds. In some countries, cooperation is embedded in the cultural framework whereas in other countries

citizens are not used to engage in citizen-led projects.

“See in bibliography: Energy Efficiency Watch Survey 2012, OPTRES 2007, DGE EU Financing RE market in EU, 2011
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The United Kingdom is for instance the birth country of the modern cooperative movement through the Rochdale Pioneers®.

In a global research study on perceptions towards cooperatives carried out in several cities including Paris and Manchesters,
members of cooperatives were classified in different categories according to the reason why they became members of a coop-
erative. One category was identified as the “Lifers” as being “individuals who had learned about cooperatives as school children,
who had grown up going to cooperatives with their parents, and who perceived them to be part of Manchester’s history. For the most
part, they never questioned joining a cooperative”. This category was only found in Manchester and not in Paris, given that the
cooperative movement in Paris is not tightly linked to widespread cultural or historical background compared to Manchester
(IPSOS, UQAM, 2012).

Some countries are also accustomed to the local initiatives and decentralization models, especially concerning energy issues
while others are still based on very centralized models. For instance France had a very centralized energy model based on regu-
lated energy prices and the public operator EDF before the liberalizing its energy market in the early 2000's through the applica-
tion of the European legislation. This only recent liberalization has had a strong impact on the difficulties for creating not only
REScoops but any other economically viable competitor to EDF on the French energy market given that the consumers are not
only vaguely aware of the possibility to switch their energy operator (in 2012 still less than half of the population was informed
of the possibility to switch energy suppliers — Energie-Info, 2012); but can also be hesitant towards a decentralized model.
Whereas in Germany, the electricity market was opened to competition as early as 1998 and this change was easily accepted
by the German consumers mostly because before 1998 the market was already very fragmented between several thousands of
locally based energy operators (DESESSARD, J, 2012).

In other countries the lack of knowledge of the model is a barrier as such

In other countries the cooperative model is a barrier as such because the model is not known and people don't want to invest
in a project they don’t understand. Thus people might be aware of the possibility to have a local supplier or producer of energy,

but they might not feel comfortable with relying on a citizen's initiative because they are not familiar with the model.

In Scotland for instance, the community ownership model that is most prevalent is a non-profit distributing Company limited
by guarantee. This is because community facilities like village halls are mostly set up to receive grants rather than collectively

raise capital themselves.

REScoops from countries in which the cooperative model is not well known either by the general public or by the financial op-
erators meet a strong obstacle due to the lack of recognition and trust in the cooperative model. The lack of knowledge related
to the cooperative model or the citizen-led projects can be a crucial obstacle for financing because directly linked to a lack of

legitimacy of the cooperative as real market player and viable economic alternative.

Lack of legitimacy as a real market player and low trust in the cooperative model as an effective economic alternative

Different types of legitimacy

As underlined by B. Huybrecht and S. Mertens, among the different types of legitimacy identified, cooperatives are faced with
a lack of cognitive legitimacy. Cognitive legitimacy refers to “the extent to which the initiative falls into the stakeholders’ pre-es-
tablished categories and is “taken for granted” “ (Huybrechts & Mertens, forthcoming). The obstacle for REScoops is plainly linked
to the fact that people do not know what REScoops are and more particularly they do not know the cooperative model as an

effective economic model.

$This study was undertaken by Ipsos and the University of Québec for the 2012 edition of the international summit of cooperatives -



http://ica.coop/fr/node/4892
http://www.2012intlsummit.coop/site/studies
http://www.2012intlsummit.coop/site/studies

REScoop project initiators often highlight the notion that the specific nature of a cooperative as both a democratic and socially
oriented model and an effective market player can be destabilizing for citizens who are not familiar with social enterprises. B.
Huybrechts and S. Mertens explain that “[when people think business and economic activity, they spontaneously see the traditional
for-profit business model. When they think of private answers to social or environmental needs, it is the nonprofit or NGO model that
springs to mind. When democracy is at stake, the State appears as the natural guardian. Few people would consider the very notion
of hybridity between business and social or environmental needs, or between business and democracy; and if they do, even fewer
will link such hybridity with the cooperative model. Definitely, coops enjoy little legitimacy simply because people (...) do not know

them.]” (Huybrechts & Mertens, forthcoming).

Perception of citizen-led projects versus public authorities role in the energy sector

The case of citizen initiatives undertaken in the energy sector is especially confronted with the expectations consumers have
towards their government. Especially given that most of the renewable energy sources being identified as common goods and
therefore accessible to all’ it is often expected in certain countries that the government should be in charge of the organization
of the exploitation of such resources. Nevertheless, this expectation towards public administration varies widely from country
to country: it depends on the level of trust in the government’s actions (speed, etc.), the cultural background of citizen initia-

tives or other factors.

In Denmark for instance, the cooperative movement began in the late 19th century through rural initiatives of dairy farmers
who voluntarily joined to sell collectively their milk production. This cooperation between farmers allowed them to lower their
transaction costs and to enhance the quality of their production. Svendsen and Svendsen identify 3 core values on which the
Danish cooperative movement was based: “profit, democracy and trust” (Svendsen & Svendsen, 2000). However if the dairy
cooperative model quickly expanded in the country, it did so without the support of the Danish government at first: “Until the
end of the decade, the Danish government - being conservative and anti-socialist - did nothing to encourage the foundation of co-
operative dairies. (...) However, the movement was out of their control. The rural population joined voluntarily and the number of co-
operative dairies increased rapidly. People voluntarily used their own money to start capital, raised loans in their own local financial

institutes, and asked - and paid - for technical advice themselves, and so on” (Svendsen & Svendsen, 2000).

The Danish cooperative movement then extended to other economical sector and the Danish government recognized the
added-value in rural areas of the cooperative model. From the dairy farmers cooperatives first created in 1882, the cooperative
movement grew strong in the country and became a widespread organizational model based on local initiatives : “coopera-
tives became the way of organizing all common practical matters among the Danish rural population” (Chloupkova, Svendsend &
Svendsen, 2003). Thus the cooperative model is part of the pre-established categories that Danish citizens have integrated in

their cultural background and accept as a well known type of economically functional type of organization.

On the other hand, in Belgium for instance, in some cases the cooperative model is not known enough by the general public or
potential financial partners to be “taken for granted” as a serious organizational model. Local public authorities are not familiar
with the advantages of involving the local community in the governance and the financing of a renewable energy project and
therefore tend to hesitate before supporting or investing in a REScoop: “[taking the perspective of local governments, the poten-
tial advantage of coops seemed off-set by the lack of awareness of such potential. The study confirmed a total ignorance of munici-
palities and local governments regarding the potential benefit they would enjoy getting involved in a coop]” (Huybrechts & Mertens,
forthcoming). A particularly symbolic example of the reluctance of public authorities to support a citizen-owned renewable
energy project is the case of EWS in Germany, where the citizens took over the local grid without the support of the local public

authorities at first (see EWS story box).

’See REScoop 20-20-20 Charter - glossary + sources




EWS story in Germany

“The project started after the nuclear catastrophe of Chernobyl in 1986. In Schonau, like in many other communities in
Germany at this time, inhabitants came together to form a citizen’s initiative against nuclear power, the “Parents for a
nuclear-free future” (Efaz). In 1987 we started to organize energy saving competitions. The idea was to show that we can
do without nuclear power by saving it “away”. Then we asked our grid operator KWR, which had the permission to run the
grid since 1974 and up to 1994, for support, for example by sponsoring a prize for the competition. But KWR told us, that
it was their policy to sell electricity and not to save it. So we recognized, that running the grid of Schénau in an ecological

way would be impossible with this grid operator.

In 1990, four years before the permission contract ended, KWR contacted the town council of Schénau to offer a new
permission contract up to 2014. For each year this contract was signed earlier - the old contract ran till 1994, so a new one
wasn't really necessary at this moment — KWR offered 25.000 DM to Schénau, 100.000 DM on the whole.

The citizen's initiative had to prevent the conclusion of the contract at any costs, so we founded the Netzkauf Schénau GbR:
282 citizens of Schénau offered 100.000 DM for not signing the contract. But the town council was willing to go on with
KWR and decided to sign the contact in July 1991.The answer of the citizen’s initiative was the initialization of a referendum

to cancel this decision. The referendum took place 27. October 1991 and we won it with 55%.

The citizen’s initiative had bought the time of four years for 100.000 DM. These four years we needed, to built up an own
company, which would be able to run the grid. We were a citizen’s initiative with just one electrician, all the other people
had nothing to do with electricity, so we urgently needed the knowledge of some experts. Fortunately, the media became
attracted by the activities of a citizen's initiative in rural Black Forest, so after winning the first referendum many energy

experts from all over Germany contacted us to offer their help.” (Sebastian Sladek, EWS - Best Practices interviews)

Moreover, this lack of trust in citizen-driven initiatives has a direct consequence on the financing of REScoops because newly
created REScoops find it hard to communicate on their project in a context where the knowledge on the cooperative model is
a barrier as such. Financial operators interviewed have underlined the fact that the democratic governance of cooperatives and
citizen projects is often considered as a risk by the mainstream financial actors who are not accustomed to working with the co-
operative model. Indeed, the governance principle of “1 member = 1 vote” which is widely spread in citizen-owned projects can
appear difficult to analyze for financial operators because too many stakeholders are involved in the decision-making process
of this type of projects. Also, the cooperative statutes are not always credible for financial operators because the rate of return
on investment is often limited (either by national law or by choice through the statutes of the organization) like the cases of
Belgium, France or Italy for instance. This limitation could be a positive criterion for financial operators because it would enable
a higher profit for a bank, yet on the contrary in some cases they actually consider risky a project with a limitation of return on

investment which does not share their high expectation for profit.

REScoop as real market players

In countries where the cooperative model is widely spread and recognized as an efficient economic model, REScoops don't
have to deal with a legitimacy issue in front of the financial operators, the government or the citizens. It is the case for instance
in Germany, where the number of newly created REScoops is booming with more than 300 successful projects launched in the
last 5 years according to the results of a survey carried out in 2012 (DGRV, 2012). Indeed, the cooperative model is recognized
as an efficient economic model embedded in a professional network of actors bringing expert audit and consulting support

through the cooperative movement.




Furthermore, cooperatives have an exceptionally low bankruptcy rate in the country and are considered “the most secure legal
form in Germany” (DGRYV, 2012). In the United-Kingdom, although the cooperative model is widely spread, a specific barrier
faced by REScoop projects is the access to land. Most landowners would rather work with well resourced commercial develop-

ers who pay them to sign exclusivity agreements so that they work with them and nobody else.

On the other hand, in countries where the cooperative model is not recognized as a real market player and as legitimate as
other more traditional forms of enterprise; the democratic governance can come as a sort of bonus in addition to the fact that
the REScoop is a competitive market player. But since REScoops do not concentrate on making profit as a primary objective,
the profitability of renewable energy cooperatives is not often put forward as a commercial argument to compete with other
traditional energy market players. This is the case for Ecopower in Belgium for instance who highlights the renewable energy
objectives and underlines the cooperative nature of the organization before putting forward their competitive prices and re-

turn on investment rates for members.

To overcome barriers such as the lack of legitimacy of the cooperative model, some REScoops try not to focus on the organiza-
tional particularities of their project, but engage with citizens through other arguments such as the ownership of the project.
In France, the photovoltaic project Combrailles Durables managed to trigger the involvement of local stakeholders who did not
know or believed in the cooperative benefits of this type of initiative by simply communicating on the fact that citizens could
own part of a PV roof plant by investing 50€ in the project. The notion of community-owned renewable energy is then very
basically achieved that way, creating at first a group of “spectator stakeholders” who only become actively involved as members
of the cooperative once they became owners of part of the PV plant (REScoop 20-20-20, 2013).

This approach allows project initiators to avoid cultural obstacles that tend to crystallize the image of a cooperative as either an

old-fashioned model or a non-professional and therefore not serious initiative (IPSOS, UQAM, 2012).

Nevertheless, one of the key issues for REScoops is frequently linked to the necessity to promote the project not only as a valid
and economically viable project but also as a more fundamental objective: develop democratic renewable energy production
and promote a more rational energy use. Indeed, the REScoop model is not envisaged solely as an economic project; it is based
on the promotion of a specific vision of consumption and production of energy?; a vision which is not always shared by the

citizens and potential partners.

Level of political support to RES plays an important part in the development of REScoops + political support to coop-
erative model

Lack of knowledge concerning RES on local and national level generally leads to lack of political support

Thus, REScoops not only face obstacles for their financing through the lack of knowledge and the lack of legitimacy linked to
the cooperative model; but they also face barriers linked to the lack of knowledge concerning renewable energy issues on both
local and national levels. This lack of knowledge concerning renewable energy has a direct impact on the support to REScoop

development and is generally deeply tied to a lack of political support.

Whereas the involvement of local stakeholders is the key input of citizen initiatives to foster acceptance of renewable energy in-

stallations, the misconceptions to which the project initiators can be confronted both on a local or national scale remain strong.

Many people interviewed in countries where REScoops are facing a very slow growth underline this particular fact as being the
result of a lack of information on a national level that is often spread through the media and the political sphere. The lack of
courses available in universities on renewable energy, energy saving or rational energy use is also mentioned in the interviews

as a barrier of information in several countries, although progress has also been acknowledged in certain countries.

8See REScoop 20-20-20 European Charter - Common Vision of the partners




The quality and availability of information on renewable energy provided by the governments for the general public varies
widely from one country to another as well. The availability of information on renewable energy sources in general and on sup-
port measures to renewable energy in particular is identified as one of the main non-cost barrier to renewable energy growth in
European countries in several reports (ECOFYS, 2011; OPTRES, 2007; ECORYS, 2010). Given that the efficiency of public support
schemes towards renewable energy development stems from the quality of dissemination campaigns and the quality of the
communication on those schemes, the level of information available on those schemes is crucial to the financing of projects.
The ECORYS report mentions that “[(...) in some cases investments would be done even without subsidies. However they can be post-
poned if the potential investor is aware that it is possible or might soon be possible, to receive a subsidy, but is not able to obtain clear
information on the subsidy]” (ECORYS, 2010). While Denmark, Germany and the Netherlands seem to have a good availability
of information on support mechanisms to renewable energy, Greece and the UK appear to have a lower quality of available

information for instance according to the reports previously mentioned.

Awareness raising campaigns on energy transition and the benefits of renewable energy development and energy saving
have also been considered ineffective in countries such as Italy, Greece or Belgium. The interviewees criticized the fact that
public policies do not aim at reflecting the advantages of developing renewable energy projects for local communities and are
often not targeting the most adequate audience. Thus the misconceptions on several key issues related to renewable energy
endure among the general public. The lack of independent information and the influence of the big energy companies on the
campaigns is highlighted both in studies conducted on the European level and by our interviewees. In the OPTRES report the
“invisibility of the full costs of electricity from non-RES” is identified as one of the main social barriers to the development of
renewable energy in Europe: “Usually all the costs related to the construction and the grid connection of a renewable energy plant
are attributed to the kWh cost price of this renewable electricity. In contrast to this, in the case of nuclear energy, it is common practice
for the kWh cost price of nuclear energy to exclude the costs of the treatment and storage of nuclear waste and the costs of decom-
missioning nuclear power plants. Nor are coal subsidies attributed to the kWh cost price of electricity generated by coal-fired power
plants” (OPTRES, 2007). Therefore, as underlined in a report published by the UNEP, the price of energy is an important factor
of misunderstanding which favors fossil energy sources instead of renewable energy sources because the price of energy does
not take into account negative externalities for fossil fuels or positive externalities for RES (UNEP, 2004). The misunderstanding
linked to the level of public support towards renewable energy production that has repercussions on the consumer’s energy

bill is also highlighted as a negative perception of renewable energy development in several countries like Greece or France.

The barrier of awareness of renewable energy’s benefits for communities is identified as the third highest perceived barrier
affecting all types of renewable energy technologies in a report conducted by Ecofys for the European Commission. This lack
of knowledge is evaluated as a more important barrier than that of “lack of funding or financing” and “lack of experience /trust
among banks or investors” (ECOFYS, 2011). This barrier particularly affects the REScoop projects because local and regional au-
thorities are often key stakeholders for the development of these initiatives and in the same logic, the local authorities can be
a major obstacle to RES projects when they are opposed to their creation. The OPTRES report points out the fact that the local
authorities tend to be opposed to projects not because they are against renewable energy development but because they do
not want the installations to be near their communities. Thus, “NIMBYsm” (Not In My Back Yard) has been identified as an obsta-
cle for renewable energy installations especially concerning local public representatives (OPTRES, 2007), when local authorities’
support has also been identified as a crucial asset for REScoops in the Best Practice Report of the REScoop 20-20-20 project®.
Therefore, in countries like Greece, an interviewee explains that: “[the lack of consultation with the local communities where RES
projects are to be installed combined with the lack of fundamental knowledge regarding RES has led to widespread misconceptions

and skepticism regarding their environmental impact]”.

This leads to the question of whether the public policies of the Member States are favorable to RES development and enhance
the knowledge of renewable energy’s benefits for local communities. A strong and clear political support to RES development
is closely tied to the acceptance level of RES by local public authorities who then are better informed of the opportunities of RES
for their territories. And have local targets for RES development.

?Best Practice Report (WP2): “Relation with stakeholders - Get support of your local authorities”




Political support towards developing RES and long term objectives and planning of RES development

Hence the cultural framework is often illustrated through the political context of renewable energy. That way, even if each
European Member Sate has official targets to reach for 2020 according to the European Directive 2009/28/EC, the national
governments have set up very different ways to encourage RES growth. These political orientations or public policies can have

a tremendous impact on REScoops development.

Different types of approaches exist to help encourage the participation of local citizens in renewable energy projects. It is the
case in Denmark, where the Promotion of Renewable Energy Act provides since 2009 an obligation for developers of wind pro-
jects to offer a stake of at least 20% of a wind farm to people living within a radius of 4.5 km from the turbines. On the 6000 Dan-
ish wind turbines, 70 to 80% are shared ownership of local groups and citizens. This promotion of the participation of local citi-

zens in the projects of power generation has been possible thanks to the support of the vast majority of the Danish Parliament.

In Belgium, the Walloon region is setting up a similar obligation that will require developers of wind projects to have around
25% of citizens owning the wind parks. A bill is being drafted and should be applied as early as next year.

The Flanders region joined this principle through regional development schemes of renewable energy establishing a minimum
participation of 20% of citizens. However in Flanders this obligation is not legally binding, it only applied through negotiations

during the validation of the wind park construction permit by the local authorities.

The Scottish Government, to support its target of reaching 100% of production from renewable sources by 2020, established
a target of 500 MW produced from citizen-owned projects™. In April 2012, the construction of a 370 MW wind farm has been
approved by the government in Shetland, 50% of the property belongs to the community.

Option to purchase wind park shares for local citizens in Denmark

The case of Denmark is particularly interesting for REScoop development in terms of legal framework for the participation
of the local citizens in renewable energy projects. The Promotion of Renewable Energy Act, adopted by the majority of the
Danish Parliament in 2008, sets several planning schemes for the promotion and development of onshore wind projects
including which is the option to purchase wind turbine shares for local citizens (IEA, 2011). This legal framework is applied

on a national level according to Article 13.-(1) of the Act:

“Any person who erects one or more wind turbines of at least 25m in height onshore, or offshore wind turbines established with-
out a tendering procedure, (...) shall, prior to the commencement of erecion, offer for sale at least 20 per cent of ownership shares
to the persons entitled to make an offer pursuant to section 15"

(Article 13.-(1), Local citizen’s option to purchase wind turbines shares, English translation of the Renewable Energy Act of
December 2008).

Political/civil society support towards cooperative model in RES

The support of civil society is also an important factor to take into account, especially for REScoops. In several countries in-
cluded in the study, REScoops are often supported by the local or national environmental NGOs. The relationship with NGOs
can go from classic partnership to founding member of a REScoop and therefore the ties between the civil society and the

members of a REScoop are very close.




The support of a network of NGOs can also be very important because it gives a certain value added to the REScoop to be offi-
cially supported by an association. In Belgium and France for instance, Greenpeace has backed the creation and development
of REScoops like Ecopower and Enercoop. In Belgium Greenpeace promoted the environmental record of Ecopower as “best-
in-class”among the Belgian electricity providers, thereby increasing consumers’interest”(Huybrechts & Mertens, forthcoming)

and in France Greenpeace is one of the founding members of Enercoop.

Enercoop and its founding members in France

Enercoop is a 100% green energy supplier in France. It was launched in 2005 by several French ecological and ethical busi-
ness organizations. The founding members include for instance Greenpeace France, La Nef an ethical finance cooperative
and Biocoop a cooperative of organic food stores. These organizations have been supporting the development of Ener-

coop on a national scale through their networks.

2 Economical and management factors that have consequences on financing REScoops

If cultural and political factors play an important part in the development of REScoop projects in Europe, they do not represent
all the reasons hindering the creation and financing of these initiatives. Moreover, cultural and political factors are complex to
assess and generally demand in-depth solutions that have to be put in place in the long run. Nonetheless more ‘technical’ fac-
tors exist that can be considered as sources of slowdown for REScoop projects such as economical and management factors

that have consequences on the financing of local RES projects.

A particular difficulty to renewable energy generation projects is the amount of capital that needs to be raised to cover the
initial costs. Indeed, renewable energy production projects are very capitalistic in nature; with low operating costs but high

initial investment amounts that must be raised in order to set up the installation before producing energy. (Grandjean, 2012).

Nevertheless, as B. Huybrechts and S. Mertens point out in their paper on REScoops: “One of the most challenging barriers to entry
faced by cooperatives is probably the difficulty to gather sufficient capital, particularly in capital-incentive industries. By definition,
non-investors-owned firms are less attractive to investors seeking to maximize their return on investments. Capital is limited to the
amount raised from the members” (Huybrechts & Mertens, forthcoming). Thus, while the level of initial capital that needs to be
raised for the installation of a REScoop project is usually very high, the specificities of a citizen-based project are not always at-
tractive for investors. Moreover, citizen investment can be rather limited in several European countries either by law or because

of cultural factors and therefore the financing of REScoops can be especially complicated in certain cases.
Pre-planning stage barriers

The pre-planning stage of a project has been identified by the REScoop initiators as a very capital intensive phase and often
particularly lengthy depending on the country regulation. Moreover, during the pre-planning stage projects can hardly ask
for loans from financial institutions yet because the main steps of the projects have to be laid out first through business plan
modeling, technical assessment of the technology that will be used, public consultations for the validation of the project by
the local communities, etc. At this stage of the financing of the project, equity finance levers have to be used through venture

capital or grants because of its level of risk (ECOFYS, 2011).
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In addition, the cooperative projects are in practice launched by citizens who are not professional entrepreneurs and often
lack the skills needed in terms of financial and legal expertise or the technical input. The competencies required for setting up
a viable project planning that will be validated by financial operators in order to start collecting capital are not easily acquired
and can also be costly if it has to be undertaken through professional organizations. The low predictability of capital subsidies
is also identified in the OPTRES report as a barrier to financing RES projects because “it is hard to predict what kind and how much
support the investor can expect at the start of the project planning period” and this lack of visibility can lower even more the pre-
planning stage financing options (OPTRES, 2007). Finally, the pre-planning stage can be a lengthy phase because REScoops
generally need to go through authorization processes when creating an energy production project and financial operators
usually don't allocate loans to projects that have not yet reached a certain stage of the authorization processes. In France for
instance, there is no particular mechanisms which can finance venture capital and interviewees estimate that around 80% of
the projects do not manage to go through the first three years of their project creation because of the difficulty to fund their

pre-planning stage.

Several solutions to support REScoop projects in their pre-planning stage exist at least in some countries covered by the study.
In Germany for instance, a very strong local network of actors is in place and it directly supports new cooperative projects. It is
through the network that project initiators find specific support through professional skills to help creating a valid project plan-

ning but also to activate networks of financing actors or specific contacts that can be reached by the REScoop.

Co-operative Group support mechanisms towards REScoops - United-Kingdom

In the United-Kingdom the cooperative movement directly developed tools to support the creation of new cooperatives.
For instance, the Co-operative Group founded the “Co-operative Group’s Enterprise Hub” and the “Co-operative Energy
Challenge” are two initiatives that assist project initiators in the creation of their cooperatives by bringing key competen-
cies needed during the pre-planning stages:

« Co-operative Group'’s Enterprise Hub'":“the Hub has been set up by the Co-operative’s Group as a one-stop shop for free

advice, training and access to finance for new and existing cooperatives”

+ The Co-operative Energy challenge' “this support is being delivered by the Center for Sustainable Energy on behalf of
the Co-operative Group and aims to bring the selected community projects to a state of readiness for further support

and investment from the Co-operative Enterprise Hub and the Co-operative Bank”.

Another example of good practice is the case of Ecopower in Belgium, where the feasibility study for the first project was under-
taken by volunteers, avoiding extra costs of the pre-planning stage for the cooperative. And a study of the production of energy

was made and simulations were done by the department of fluid mechanics of the University of Brussels.

In Italy an opportunity for financing REScoop at the early stage could be represented by Crowdfunding. So far, there are no
platforms dedicated to renewable energy: nevertheless, the CONSOB (ltalian regulatory agency for financial institutions) just
delivered a specific regulation, the first in Europe, to allow the collecting of private savings. An interesting model is represented

by “Abundance” the first community investment platform in UK.'®



http://www.co-operative.coop/enterprisehub/About-the-hub/
http://www.co-operative.coop/join-the-revolution/our-plan/clean-energy-revolution/community-energy/Community-energy-challenge/
https://www.abundancegeneration.com/

Moreover, some Ethical and cooperative banks developed two good practices:

1. Thefirst is the case of BCC (cooperative credit bank) which have stipulated an agreement with Legambiente (Italian Envi-
ronmental NGO) to give private citizens, businesses, local authorities the opportunity to receive financing up to 200.000€
- 100% fo total amount - to realize investments in renewable energy production (solar roof, mini-hydro, etc..) and energy
efficiency. The due diligence is partly done by the bank (economic assessment) and partly by the environmental associa-
tion (technical issues).

2. The second is the case of Banca Popolare Etica, the only financial institution so far involved in a REScoop project.The bank
offers loans up to 80% of the investment with variable or fixed interest rates. In the case of the REScoop “Retenergie’, the
most interesting think is that no patrimonial guarantees have been requested by the bank, because the bank recognized

the social and environmental added value of the project.

Finally, Confcooperative (the Italian national federation of cooperatives) set up a fund to support the start-up of new coopera-

tives.

Energy4All solution for setting up new REScoops in the United-Kingdom

Another innovative solution has been undertaken in the United-Kingdom to support the creation of new REScoops
through Energy4All. Energy4All has become a credible organization which helps cooperatives to raise finance and project
manage the development of REScoops, therefore giving them credibility in the eyes of the Co-op Bank. As well as being
offered primarily to local people the share offers are also marketed to the ‘Community of Interest’ which is anyone in the

UK who has an interest in renewable energy.

Most of Energy4All schemes are successful because there are now more than 9000 members of existing co-op who have
had a good experience of Energy4All co-ops and are willing to invest in any new co-ops that come along. Energy4All is not

a Government agency or an NGO but a self-financing not-for-profit social enterprise.

Lack of guarantees issues and Equity/Debt mechanisms to finance REScoops through public support schemes

It has been pointed out during the interviews conducted for this report that cooperatives lack guarantees more than other
businesses. Especially for REScoop, the main obstacle is related to the guarantees that community projects can't give. Banks
usually prefer to make business with companies which could demonstrate not only expertise in the field of RES (with a proved
track record of projects) but also with patrimonial guarantees. In the case of cooperatives, these guarantees should be given
directly by the members, as individuals, and it’s quite difficult.

Moreover, in the case of Spain, interviewees point out that without guarantees through the feed-in tariffs and regulated elec-

tricity process, ordinary banks are not financing renewable energy through loans any more.

A solution exists in Denmark to have guarantees for loans for the wind power sector, through the possibility for associations of
wind energy plant owners and other local initiatives to apply for guarantees for loans for feasibility studies that are conducted

in the run-up to the construction of a wind-energy plant.

Public support schemes that are in place in European countries to support the development of RES can be particularly efficient
in supporting the financing of projects. The equity and debt financing mechanisms such as grants and loans through public
institutions are part of specific national or regional programs that aim at directly financing projects during the construction

and start-up phases of the initiative. Nevertheless the availability and implementation of these mechanisms and their efficiency




is central to their positive impact for REScoops. In the case of Spain, public institutions granting credits and loans for different
types of projects exist, including for financing renewable energy; however the loans are managed through ordinary banks that
manage the granting procedure and demand extensive additional guarantees. These procedures are lengthy and appear too

demanding for small scale projects and are barely used by REScoops.

Several examples of relatively efficient public support through loans and grants programs can be found in Croatia, Scotland,
Germany or the UK. In Croatia, State aid for financing RES projects can be found through the Croatian Bank for Development
and Reconstruction (HBOR) and the Fund for Environmental Protection and Energy Efficiency that operate a loan scheme for
RES-E projects. In fact, the Fund for Environmental Protection and Energy Efficiency is obliged to provide subsidies for RES-E
projects. Furthermore, there is a quota system, mainly directed at the electricity market operator, which helps the state reach
its annual renewable-energy generation target." In Scotland several examples of loans program can be mentioned as well, the
fund REIF (Renewable Energy Investment Fund backed by the Scottish government) and the scheme CARES (Community and
Renewable Energy Scheme backed also by the Scottish government). Both these instruments also put a particular emphasis on
the promotion of community-owned projects and are particularly pertinent for REScoop projects. The REIF fund can provide
loans, equity investment and guarantees to the projects, it has a total budget of around 100 million £. The CARES scheme is

a loan fund that provides loans with a 10% interest if the project is successful otherwise the loan does not have to be repaid.

Public investment bank programs have also been set up in several countries to support the financing of renewable energy pro-
jects. The KfW in Germany is a public investment bank that operates through local banks to allocate low-interest loans to pro-
jects. Its Energy program has contributed to financing in 2011, 11 billion € through loans that have been allocated to projects
contributing to 41.5% of the total investments in the renewable energy sector in the country (see bow below). The UK Green
Investment Bank has also been set up by the UK government with an initial £3 billion of taxpayer funding. The bank was formed
as a public company in May 2012 and became fully operational in October 2012 when it was granted State Aid approval by the
European Commission to make investments on commercial terms’. The interest rates however are rather high, usually higher
than the return to members and unless the project has a strong cash flow, this can hit members’ returns in the early years or

limit what goes into the community fund.

The KfW Energy Program in Germany

The KfW Renewable Energy Program —Standard provides low-interest loans with a fixed interest period of 10 years includ-
ing a repayment-free start-up period for investments in installations for electricity production, it can finance up to 10 mil-

lion euros per project.

The Kreditanstalt fur Wiederaufbau (KfW) was created in 1948 to manage the Marshall Plan support during the reconstruc-
tion period towards the future Federal Republic of Germany (RFA).After 1989 the KfW was given new objectives: managing
the financial reunification and the State-owned enterprises. Today, the KfW is in charge of promoting sustainable improve-

ment of the economic, social and ecological living conditions.

The KfW has a financing volume of 81.4 billion euros (2010) and 1/3 of it is allocated to financing conservation and climate

adaptation projects. Around 9.5 billion euros have been allocated to financing RES projects in 2010.

The KfW also finances energy saving projects concentrated on residential housing, SMEs support and local communities
support. These supports are mainly low-interest loans as well but can also include direct consulting support for specific

queries.

“See Croatia country report in the Toolbox of the REScoop 20-20-20 project.
5See UK country report in the Toolbox of the REScoop 20-20-20 project.Toolbox of the REScoop 20-20-20 project.




Size of REScoop projects

The size of REScoop projects has also been identified as an issue for financing initiatives through financial operators. Indeed, the
size of REScoop projects is not always considered interesting for financial operators because they can be either too small or too
big. For instance in France, a financial operator pointed out that if the projects are ‘too small; in other words when they ask for
less than 20 000€ in loans, it still takes a lot of time to manage in terms of time and availability for financial operators but with
little return on investment. And in the cases when the projects are ‘too big, when they ask for more than 1,5M€ in loans, the
financing capacities of the ethical banking sector is too low. Therefore big projects cannot be financed through only 1 financial
operator and there has to be a banking pool of different financial operators to support the project. However not every financial

operator is ready to set up or participate in a banking pool to finance such projects.

The small size of REScoops can also be a barrier for banks in the United-Kingdom where REScoop projects who are looking to
raise less than 1 million £ in debt finance cannot find solutions through the banks because the financial operators do not un-

derstand the risks involved on such a small scale.

3 Legal and administrative factors that have consequences on financing REScoops

Renewable energy development is supported through public schemes in most European countries to reach the European tar-
gets of RES for 2020, therefore most of the business models of the REScoops are based on regulated market prices and public
support schemes. Thus, in countries where the regulation of public support schemes is unstable, it is very difficult for REScoops
or other renewable energy projects to develop and build a solid financing plan and business model. The stability of the regu-
lation is underlined in every interview as a key factor for successful renewable energy projects. Moreover, small community
groups do not generally have access to good legal advice which they cannot afford unless it happens to be offered voluntarily.
They can therefore be taken advantage of by developers, landowners and lending institutions. On the contrary, private devel-

opers can often absorb this risk easier by going forward with a portfolio of projects across a range of technologies and scales.

On the other hand, as mentioned earlier in this report, financial operators tend not to finance energy production projects that
have not validated a building permit for their installation yet. Therefore, the speed in the authorization process is also a particu-
larly important factor to take into account in developing REScoops and many REScoop project developers underline the length

of the authorization process as a fundamental barrier for financing REScoops.

That way, the role of public authorities in promoting and supporting renewable energy development is a key aspect of the
growth of REScoop projects in almost all the countries included in the present study. And the regulations that exist and vary
according to countries is especially interesting to analyze, given that in most cases, the legal barriers encountered are not the
same depending on the countries in which the REScoop is created. The European scale study is a good opportunity to acquire a
larger perspective on the manifold national regulations that hinder the financing of renewable energy cooperatives and allows

us to have examples of good practices to advocate a change in regulation.

Public offering regulation and access to equity capital for REScoops

One of the barriers underlined through the interviews conducted for this report was closely related to the capacity for coopera-
tives of raising capital through shares. As mentioned before, the initial capital in renewable energy projects can be particularly
high and the ability to raise capital through public offering can be a key asset for REScoops, so the various exceptions to the
obligation to publish a prospectus to raise capital through the buying of shares by citizens can have a significant impact.capital
or grants because of its level of risk (ECOFYS, 2011).




The ability to raise capital through local citizens buying shares is particularly pertinent for REScoop projects because it allows to
directly engage with the local community and not only consult with the citizens or inform them, but to give them the option of
being the actual owners of the project. The notion of ownership strengthens the ties and the responsibility of the local commu-
nity towards the project’s success as well as the issues at stake for the energy transition. Including the citizens in the cooperative

as members also helps securing part of the economical benefits of the projects in the local community.

The nature of a REScoop and one of its main assets compared to other actors of the renewable energy sector is precisely the fact
that they give local citizens the option to take part in the decision making process and benefit directly from the success of the

project and therefore increase the general acceptance and enthusiasm for RES development.

The regulation concerning public offering has been framed through the European Directives 2003/71/EC and 2010/73/EU
which determine the legal framework of the prospectus to be published when securities are offered to the public or admitted
to trading. This regulation therefore sets several rules according to which a prospectus has to be published and the exceptions

during which the offer or trading of shares can be done without a prospectus being published.

Exceptions to the publication of a prospectus for public offerings'® - European Directives on Public Offerings

“The Member States do not authorize any offering of securities to the public on their territory unless a prospectus has been

published previously, except where an offer of securities:
is addressed solely to qualified investors; and/or

- is addressed to fewer than 150 natural or legal persons other than qualified investors; and/or

- is addressed to investors who acquire securities for a total consideration of at least EUR 100 000 per investor, for each
separate offer; and/or

+ has a denomination of at least EUR 100 000; and/or

« has atotal value in the EU, over a period of 12 months, of less than EU 100 000.

This Directive therefore provides for derogations.”

Several derogations exist which are included in the Directive 2003/71/EC and amended in the Directive 2010/73/EU and
which explain the cases when the obligation to publish a prospectus does not apply. One of these cases is the following:
“Securities included in an offer where the total consideration for the offer in the Union is less than EUR 5 000 000, which
shall be calculated over a period of 12 months” (Directive 2010/73/EU).

Nevertheless in several European countries, the national regulations allow a wider flexibility to the public offering regulation
when cooperatives are concerned; and today in several countries like Germany, Italy, Belgium, the United Kingdom or Denmark

most of the cooperatives base their raising of capital on the buying of shares by citizens.

In Germany for instance, cooperatives are not submitted to the obligation to publish a prospectus when proceeding to a public
offering. As a consequence, the German cooperatives are able to raise capital more easily and have access to the local citizen
investment. The results of a study carried out in spring 2012 by the DGRV (German Cooperative and Raiffeisen Confederation)
show that: “Energy cooperatives are characterized by rather high equity ratios. They start with average equity ratios of more than
50%. One third of the cooperatives start without any debt capital at all”(DGRV, 2012).



http://europa.eu/legislation_summaries/internal_market/single_market_services/financial_services_transactions_in_securities/l24033c_en.htm
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That way, the 586 German energy cooperatives identified in the study have invested an average of 1.6 million euros per coop-

erative, amounting to a total investment of about a billion euros.

In Belgium, it also appears that cooperatives are mainly financed through shares once the cooperative model is accepted and
expands in the local or regional level. Moreover, most of the Belgian renewable energy cooperatives ask for their consumers to
buy at least one share in order to be able to consume energy from the REScoop. It is the case of Ecopower that finances projects
mainly through shares, using only short term (12 month) loans in case the necessary capital is not available right away." In
addition to that fact which can explain part of the capacity of certain well-known Belgian cooperatives to self-finance their pro-
jects nowadays, the existence of an exemption of the prospectus publication for cooperatives also plays an important part in
facilitating the financing of REScoops. Indeed, when registered and approved by the National Cooperative Council of Belgium,
public offerings can be undertaken by cooperatives without prospectus as long as the total sum of the offering does not exceed

5 000 000€ a year in capital from the public (Belgium regulation for public offering — Law of the 16th of June 2006 - Article 18).

The regulation of public offering can be more flexible in the cases of REScoops specifically because cooperative principles
include basic protection rules for the members of the cooperative like financial transparency or equal and democratic member-
ship control as mentioned in the International Cooperative Alliance principles.’® However in other countries the regulation is
an important barrier for REScoop projects to raise capital through public offering. It is the case in France for instance, where
cooperatives do not benefit from exemptions for publishing a prospectus and where the limits are strictly applied to any public
offering. Furthermore, the procedure to publish a prospectus for a public offering is costly and must be validated by the French
pubic financial regulator (AMF) which then gives a visa for the public offering. This process is generally long and cannot be
undertaken by citizens who do not have any legal or financial expertise. Finally, the strict regulation is not adapted to citizen-
led projects because they often include many participants but who are investing rather small amounts compared to the total
amount needed for financing a project. An example of solution created in France to mobilize citizen investment while minimiz-

ing the costs for the public offering is the case of Energie Partagée (see box below).

7See Ecopower as a Best Practice in the Best Practice report (WP2)
'8See European REScoop Charter - Common ethical values -



www.rescoop.eu/european-rescoop-charter

Energie Partagée: A French initiative of citizens joining forces to overcome the public offering difficulties in France

In France, renewable energy initiatives gathering citizens, communities, public and private actors grow in number but the

main challenge remains raising sufficient capital to launch the projects.

The French investment fund Energie Partagée Investment has been launched recently to give the opportunity to commu-
nities to finance together local RES-electricity production and energy saving projects; it is the first citizen investment fund
that finances local and citizen-led RES production projects in France. The first public offering closed on September 26, 2012

and gathered more than 1.600 subscribers.

In other cases, the development of other tools has been a solution to raise enough initial capital, like the tool of crowdfunding.
Crowdfunding is characterized by the possibility to raise many small amounts of capital through many participants. It is now
mainly used through the Internet to finance projects that are directly chosen by the citizens who become involved as investors
in the project development. In certain countries there is not specific regulation that applies to crowdfunding through the In-

ternet, specifically because the Internet cannot ascertain that the public offer will be seen by only a limited amount of people.

Som Energia: Spanish Crowdfunding, an innovative solution to raise initial capital for new projects

In Spain, the Som Energia cooperative project was created in December 2010 and acquired more than 5000 members in
their first years. The financing model of Som Energia is mainly based on the investment of members into the cooperative
through 2 options:

« Buying shares of the cooperative to become a member (1 share = 100€ with dividends around 3,5%)

« Buying participatory securities - invested during 5 years to finance new projects of the cooperative (with an expected

return on investment of 4 to 7%).19

According to members of the cooperative: “citizens are willing to invest their savings in REScoop development as proved by
the crowdfunding experience of Som Energia and the financial crisis was actually seen as an opportunity for citizens to invest

directly in the project instead of investing in financial operators which lost the trust of the citizens after the crisis.”

Administrative barriers: cost and access to the grid

The cost and access to the grid has been identified as one of the barriers for financing REScoop projects in several countries
of the study. Several grid issues have been pointed out by the interviewees, one of which is directly linked to the access to
the grid and the quality of the grid. In fact, the grid is sometimes not developed enough in certain parts of Europe or not well
adapted to renewable energy (ECOFYS, 2011). Also, if the grid is saturated then the delay to be connected to the grid is often
long and becomes a crucial factor in the success of the project. For instance in Croatia, where the REScoop wind power pro-
jects and their investors are currently facing the problem of the total wind power that can be connected to the Croatian grid.
Indeed, the total amount of power from wind is restricted to 360MW for all of Croatia due to regulation reasons which could

be dealt with, as pointed out by our interviewees, if better regulation for equipment and procedures were applied.

In the United-Kingdom, the distribution and transmission systems are privatized so in order to secure a grid connection a large

deposit is required. If this is not done ahead of consent the risk for REScoop projects is losing their place on the waiting list.

*Som Energia website — How to invest: www.somenergia.coop/es/modalidades-de-inversion
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Itis then possible to have a very large cost to connect which changes as time goes by; so the projects might start with an af-
fordable connection cost, but if REScoops don't accept a connection offer at the feasibility stage of their project it could be 3

or 4 times the cost when they get consent and therefore have a non-viable project.

A good regulation like the priority access for RES into the grid in Spain® also exists in Italy for instance; however the application
of this regulation has not been effective. When the priority access for RES into the grid was validated through legal tools, the
demand for the use of the grid by renewable energy could be done in a preliminary stage, before the permitting procedure
and without the obligation for the applicants to effectively build the plant. This situation gave the applicants the right to sell
their permit for using the grid to other operators. The grid was therefore virtually occupied, creating a barrier to the access of

other applicants willing to ask for the permit to the regulatory agency and not at a market price.

The low predictability of renewable energy sources is often mentioned by the grid operators or the public authorities as a fac-
tor influencing the connection to the grid of RES projects; however interviewees explain that the predictability of renewable

energy sources is good today and should not be a valid argument to reject electricity from renewable sources on the grid.

Finally, as already mentioned before as an obstacle to financing REScoop projects, the size of the project is sometimes taken
into account for the connection to the grid and small scale projects are meeting difficulties of access to the grid when bigger

companies often do not encounter that problem.

The cost and length of the procedures to have access to the grid are a tangible obstacle for REScoops because they can be
dependent on the date of the official validation of their access to the grid to start their project, to get their permit procedure

started or validated, to benefit from financial support from their investors or public support schemes.

Unstable regulation

The REScoop projects are often basing their business model on the current regulation and the public support schemes are
taken into account to secure investments in the projects. The support of RES development through Feed-in tariffs, premiums,
or other types of public schemes for selling and supplying energy are widely spread in the European countries included in the
report. These schemes are in themselves providing a certain vision for the investors on a medium to long-term basis and to
be able to reduce the uncertainty linked to the market price is a tremendous element of security for the financial operators.
Nevertheless, for a majority of interviewees, an unstable regulation has been identified as a major risk for the development of
REScoop project (or RES projects in general). The element of stability provided by a public scheme is not effective enough if
the schemes are altered frequently or if the scheme is not efficient enough in reducing uncertainty for investors. It is the case
for instance in Belgium, the United Kingdom, France or Italy where the stability and the clarity of the rules for the financial

support is not sufficient, or in Spain where tariffs were retroactively altered.

In Belgium, the budget allocated for direct subsidies for financial support to the development of RES is limited per type of
support and per region and therefore do not represent a source of stability for investors. Also in Belgium, the fact that all three
regions (Flanders, Brussels and the Walloon regions) have different support schemes and that the long term vision on a federal

level is not clear represents a clear source of instability for both REScoops and financial operators?'.

In the UK the interviewees underlined that the regulation is not stable, especially since the reduction of the feed-in tariffs
which had an important impact on REScoops and RES development in general and increased instability on the market. In
2012 the UK government cut the feed-in-tariff for PV by half and again reduced it before the end of 2012, stating this was to
reflect the falling cost of solar panels but also admitted its expectations had been far too low, with three times as much solar
installed as it had projected.

2|n Spain, renewable energy plants are statutorily entitled to priority access to connection to and use of the grid (See Spain country report in the Toolbox
of the REScoop 20-20-20 projectToolbox of the REScoop 20-20-20 project.).
21See Belgium country report in the Toolbox of the REScoop 20-20-20 project.




In France, the legal framework for solar power underwent 5 modifications since 2010 and a drastic suspension of the regulated
tariffs between January 2010 and March 2011. These brutal alterations of the regulatory framework had a tremendous impact

on the sector and increased uncertainty for the potential investors.

Another example can be given through the case of Italy, where the public support schemes for developing RES are not only
complex and fragmented, but also extremely unstable. During the last 10 years, the Italian supporting schemes changed
almost every year, creating a particularly unstable and uncertain environment for private investors and funders. A specific
example is the case of the REScoop project started in Trentino which has been forced to abandon the initiative due to the
change of legal framework on Italian PV support scheme (the «V conto energia ») and altered the rules for benefiting from the
scheme. This instability also plays an important role in building the trust of financial operators and more particularly banks
towards renewable energy developers because of the uncertainty of access to the regulated tariffs. In Italy the profitability of
the wind parks was strongly distorted through a change in the supporting system which cancelled the Green Certificates and

introduced a “premium to difference” in favor of small installations (<5MW)?,

The good practice of Germany can illustrate the importance of having a stable legal framework to encourage investment and
reassure financial operators. Indeed, the German Renewable Energy Act (Erneuerbare Energien Gesetz: EEG) that entered
into force in 2000 permitted to set a strong legal framework for making renewable energy more competitive. This framework
has not underwent drastic changes since 2000, 3 major revisions were brought to the act but with timely announcement of
future changes, and no brutal changes to the support schemes were brought compared to the changes that occurred in other
European countries mentioned above. This medium to long term legal stability has allowed Germany to encourage investors
to finance for instance 8 GW of PV projects in 2011 with lower tariffs and less hours of sunshine than in countries like France,

Italy or Spain (Grandjean, 2012).

As such, the instability of the legal framework is as much a barrier for financing REScoops as the quantity and complexity of
regulations or the speed of the authorization process. For instance in France the wind power project of Eoliennes en pays de
Vilaine (EPV) had to undertake a thorough impact study of the wind installations on the site, however the length of the au-
thorization process was so long that the regulation changed before it could be validated so the REScoop had to undertake a

second round of impact studies.

The current economic situation due to the financial crisis has also led to an increased instability for certain countries. The situa-
tion has affected not only the public support schemes in various countries that decided to lower them since 2011, but has also
affected the trust of the financial operators in the renewable energy sector. In Greece, Spain or Italy for instance the impact
of the crisis has led to new financing constraints for the REScoop projects. In Spain, the public subsidies and credit institutes
for loans have been suspended and the main support scheme (the “Regimen Especial”) which operated until the end of 2011
was suspended as well at the beginning of 2012. In Greece, the banks are facing a tremendous liquidity problem and are not

investing in renewable projects which can represent risky investments due to the Greek economic situation.

Nonetheless, the financial crisis also represents a ripple effect on financing of REScoops because it has somewhat influenced
the perception citizens have of financial operators. That way, more and more citizens are choosing to invest in financial prod-
ucts they understand or chose to invest in local and social economy projects like REScoops. It is the case in Spain, as men-

tioned above, for the Som Energia project and the tendency is also rising in Greece.

2See Italy country report in the Toolbox of the REScoop 20-20-20 project.




Others

A specific barriers has been pointed out by our interviewees from Croatia which is particularly impacted by the obstacle of fos-
sil fuel subsidies. The country and most particularly the island territories are dependent on continuous and regular fossil fuel
energy installations that depend on the supply of fuel to the country. This supply is very costly and specific subsidies exist to
buy fossil fuel to supply energy to these territories. These subsidies to fossil fuel represent in and of themselves a very strong

barrier for the development of RES.

lll. Considerations on financial models for REScoop

Even if there still are some barriers to the financing of REScoops, it seems that the European general financing context is in

favor of such citizen projects:

+ Public supports exist at European, national, regional or local levels. In some cases these supports need to be improved but
from now some of them work well enough to make REScoops possible.

- Despite the crisis savings are still relevant in Europe, even in countries like Spain where crises is huge. It means that there is
cash among households to invest in projects.

« Said negatively more and more European citizen have enough from big parts of mainstream financial systems. Said posi-
tively more and more European citizen are not only interested by ethical/local/citizen funding, but even ready to try such

an investment.

In this context REScoops have strong qualities to convince more citizen to invest in: locally based and environment friendly,
they make sense for people looking for more ethics in finance; benefiting from public supports, strong guarantees, long term
contracts, etc., they offer a financial security and sometimes profitability ; their only default could be a lack of liquidity as they
are long term oriented projects, but this is not a problem for citizen long term savings (savings for pension for instance if pos-

sible or investing for a child of grandchild).

In order to transform these opportunities into reality, REScoops must succeed in:

« Reassuring citizens about their seriousness and rigor. One good example is to find in Germany with the “Oekogeno co-
operative” projects: ten years ago Oekogeno launched its first “Solarfond” and proposed to citizens to invest in a PV plant.
10 years later, Oekogeno is launching the 9th “Solarfonds” in Germany. In 10 years 900 citizens invested more than EUR 7
million in such REScoops (for a total equity amount of EUR 16 Million), which are all profitable and secure. A lot of them
invested many times, because they were reassured with the model and with the financial structure. Thanks to such a confi-

dence in the cooperative, Oekogeno is now also working on other citizen funds dedicated to green buildings.

+ Trying to mutualize the risks in order to avoid financial crashes if the money of one citizen is invested in one particular
project and that this particular project had difficulties. This is what “Energie Partagée”in France is doing. Even if the citizen-
investor can choose the project he would like its investment could finance, Energie Partagée is a pooling, investing in differ-
ent types of RES-projects, in different regions, with different technologies. Such a pooling allows diversifying the REScoop’s

activities which has an impact on the “quality” of risks supported by the REScoop.

If REScoops succeed in reassuring citizens and mutualizing the risks, as well as in communicating to be more visible than

today, they may be able to develop and to be considered as a good financial saving for citizens looking for sense and security.
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All'in all, REScoops are not facing such difficulties for raising finance but it is all the other factors that constrain their growth
in the economy. By creating clear, distinct policies in the planning system, grid connection and incentive systems that give
advantages to REScoops, citizen-led projects could thrive and deliver all the other social outcomes that could benefit directly

to communities across the European Union.
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2 More information

RES Investment costs (€/ | O&M costs [€/ Lifetime average Plant size (MWel)
kWel) (kWel*year)] (years)
Biogas 1350 -4525 50-175 25 0,1-8
Biomass 450-4375 65-176 30 1--25
Biowaste 5500 - 7425 145 - 258 30 2_50
Geothermal 2575- 6750 113-185 30 5--50
Large Hydro 850-5750 35 50 20-250
Small Hydro 975 - 6050 40 50 0,25-9,5
PV 1800 - 4750 30-42 30 0,005 - 0,05
Solar thermal 3600 - 5025 150-200 30 2--50
Tidal 5650 - 8000 145-160 25 05-2
Wave 4750 - 7500 140-155 25 05-2
Wind onshore 1000 - 1525 35-45 25 2,0
Wind offshore 2450 - 3500 90-120 25 5,0

3 List of lllustrations for the report on financial barriers and existing solutions

Page | Figure | Title

8 1 Overview of the European legal framework

9 2 Objectives per country of the European directive 2009/28/EC

10 3 National interim targets for electricity from renewable energy sources

10 4 Renewable energy indicative trajectory from Annex | of the European directive 2009/28/EC

13 5 Range of levelized costs for renewable energy technologies (IPCC, 2011, p12)

13 6 Selected experience curves in logarithmic scale for the price of silicon PV modules and onshore wind
power plants per unit of capacity (IPCC, 2011, p13)

14 7 Investment costs in €/kWel per type of renewable energy technology (see more information in the
Annexes)

15 8 Operating and maintenance costs in €/(kWel*year) per type of renewable energy technology (see more
information in the Annexes)

16 9 Main RES-E public support instruments in the EU-27 (ECOFYS, FRAUNHOFER ISI, TU VIENNA EEG, ERNST
& YOUNG, 2011, p27)

34 10 Equity ration in % of the 290 German REScoops which responded to the DGRV survey in 2012 (DGRY,
2012, p10)
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