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Community shared ownership: Benefits for Private Renewables Developers
Why your organisation should support the UK Government proposals on Shared OwnershipIn its recent working paper, the UK Government is seeking views on potential mandatory community shared ownership for low carbon energy infrastructure.
Throughout the last decade, a small number of private developers have led the way in engaging with local communities and offering shared ownership. However, the UK still lags behind its counterparts in Europe.
In Denmark, laws introduced in 2011 obliged developers to offer shares worth at least 20% of the total project to local communities – with first priority for residents within a 4.5km radius and then open to those further afield. Far from stifling development, this law has led to a green energy revolution: wind power rapidly replaced coal in the energy mix. Developers now offer well above the minimum as standard and 52% of total installed wind capacity is now citizen-owned. Similar trends have been seen in the Netherlands and some German states where shared ownership has helped accelerate growth in the wind industry.
We believe that the introduction of mandatory offers of shared ownership, alongside the introduction of new incentive mechanisms to support developers, would have positive benefits for developers, government and communities alike. We are seeking your feedback on, and support for, our proposals.


How does shared ownership benefit developers?
· Increased public support: A level of community ownership increases public support for low carbon infrastructure projects 62% of the public would support community-owned energy in their area, compared to just 40% for fully privately-owned developments. Increased public support also translates into improved investor confidence and should lead to increased investment.
· [bookmark: _Hlk200441048]Access to new sources of finance: Community groups often have access to alternative sources of funding and finance, which they can bring to your project. These include democratic finance models (e.g. community shares and community bonds) and support from government programmes (such as the Scottish Government CARES scheme). Initial conversations with lenders such as Triodos and SNIB show willingness to fund community shared ownership stakes in larger projects.
· A level playing field and increased certainty for investors. Scottish Renewables’ latest Supply Chain Insights report shows that the biggest barrier to investment is “navigating policy changes and regulatory uncertainties.” Making shared ownership offers mandatory for projects above a certain threshold, and setting the level of shared ownership that must be offered, would provide long-term certainty and a level playing field across the UK.  
· Faster time in planning and higher rates of delivery. Having a community group as a financial partner can lead to a faster development process by improving perception of the project, leading to less opposition and fewer legal objections, appeals and planning delays. This translates into higher project delivery rates. Rapid expansion of wind in Denmark was driven by mandatory shared ownership policies. 
· Incentive mechanisms for developers – some incentives already exist to encourage shared ownership, such as non-domestic rates relief for renewable energy generation schemes in Scotland. It is our belief that more incentives should be introduced in parallel with the UK Government’s proposals to make shared ownership mandatory, if it is to work for everyone. 
· Brand perception: having a positive impact on communities is good for public perception of your organisation, aligns with Corporate Social Responsibility priorities and helps your organisation to meet and/or exceed existing good practice guidelines. 

Our proposals
Below we have outlined three key proposals that we believe are key to unlocking shared ownership in a way that meets government targets and benefits the private sector and communities alike. 
Proposal 1: Offers of shared ownership should be mandatory
Experience across all the nations in the UK has shown that good practice guidance has simply not led shared ownership being common practice. In Scotland, despite the fact that the Scottish Government has had community shared ownership of private renewable energy as part of its ambition since 2014, and has published Good Practice Principles for Shared Ownership of Onshore Renewable Energy Developments, to date only 0.2% of Scotland’s current wind power is owned by communities through a shared ownership arrangement.
We believe that the UK Government should use its existing powers under the 2015 Infrastructure Act to make it mandatory for developers of projects over the threshold of 5MW to offer at least 20% shared ownership to community energy groups in all new onshore and offshore low carbon infrastructure projects and any existing project whose planning consent is being amended or renewed. This would level the playing field for developers, allowing you to build financial models without uncertainty or need for internal and external negotiations.
Proposal 2: Early stage government-backed loans for communities
If offers of shared ownership are mandatory, then appropriate support must be provided to ensure that shared ownership negotiations do not cause any delays. We therefore propose that GB Energy provides upfront finance to secure 20% of all private developments at cost at pre-construction or construction stage on behalf of communities. Alongside this, with support of community energy umbrella organisations, separate activities can focus on capacity building of community organisations and securing agreements between them and the developer to allocate the full 20% stake across one or a number of groups. At this point, the investment made by GB Energy would be transformed into loan agreements with the respective community groups, who would pay back the loans at an affordable rate into a revolving GB Energy fund, to be reinvested in future projects. 
This model derisks shared ownership for developers, communities and GB Energy whilst allowing for rapid progress to be made in increasing uptake. It also provides the opportunity for GB Energy teams and community groups to gain insight into project operations by having a seat at the table throughout the development process, and at the same time providing support and insight to the developer from Government and local communities. These three key players – government, private sector and communities – are all equally essential to the ramp of up shared ownership – and renewable energy – in the UK.
Proposal 3: Incentive mechanisms to reward developers for greater positive impact
We believe that the more that private renewables developments have a positive impact on their local communities, the more that they should be rewarded. Therefore, in addition to capacity building and mechanisms like the one outlined above to ‘unlock’ shared ownership, we are also calling for positive incentive mechanisms for projects where community groups have a stake. In all cases, uplifts should be weighted/tiered so that the greater the ownership stake, the greater the reward. These might include:
· Incentives within government financial support schemes, e.g. Contract for Difference (CfD) uplifts along the lines of the Clean Industry Bonus
· % shared ownership as a weighted criteria in tendering processes for private projects on public land
· Shared ownership designated/prioritised in the grid connection process. The option for shared ownership to be a material consideration within the planning process could also be explored.
· Other funding incentives, e.g. replicating Denmark’s Guarantee Fund, which provides grants for preliminary investigations for wind farms that have a shared ownership agreement in place.
Contact
[bookmark: _GoBack]We are sharing our proposals with the hope of achieving cross-sector consensus on the route forward. We encourage you to join us in shaping the new standards by responding positively to the UK Government’s proposals, and telling them how these or other incentives could make them viable for you and the industry. We would value your feedback and/or a follow-up conversation. Please get in touch with us: zoe.holliday@communityenergy.scot and amanda.grimm@communityenergy.scot.  
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