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Introduction

SCORE

Co-own. Prosume. Renew.

Introduction

SCORE - Supporting Consumer Co-Ownership in Renewable Energies

SCORE is a project funded by the European Union under its HORIZON 2020 programme,
facilitating consumers to become (co-)owners of renewable energies (RE).

Financial, technical and social innovations are essential prerequisites for a successful
transition from fossil fuels to renewables. In order to balance demand with a volatile
energy supply and to increase acceptance of new technologies like smart meters, it is
necessary to build new energy infrastructure and motivate consumers to change their
consumption habits.

In this context, consumer (co-)ownership in RE has proven to be an essential cornerstone
to the overall success of energy transition. When consumers acquire ownership in RE,
they become prosumers generating a part of the energy they consume, hence reducing
their overall expenditure for energy. At the same time, they receive a second source of
income from the sale of excess production. This in turn induces positive behavioural
changes in energy consumption.

Applying Consumer Stock Ownership Plans (CSOPs)

The aim of SCORE is to facilitate co-ownership of RE for consumers first in three pilot
regions in Italy, Czech Republic and Poland — and later in various other follower cities
across Europe.

SCORE particularly highlights the potential of this democratic participation model for the
inclusion of women and low-income households. The participation of these under-rep-
resented groups as prosumers through financial empowerment is a core element in the
fight against energy poverty.

We are applying Consumer Stock Ownership Plans (CSOPs) in RE-projects, utilising es-
tablished best practice updated by inclusive financing techniques. As vulnerable groups
affected by fuel poverty and usually excluded from RE investments are of particular
importance, effective and innovative engagement actions are tailored to their needs.
The participating local and regional authorities as well as existing local energy projects
receive legal and technical assistance for a tailor-made participation model.

Introduction

The EU Paves the Way for CSOPs in the 2018/19 “Clean Energy Package”

In December 2018, the European Union passed a corresponding legal framework for pro-
sumership as part of a recast of the Renewable Energy Directive (RED Il). From June 2021
onwards — once the Directive has been transposed into national law — consumers, as
prosumers, will have the right to consume, store or sell RE generated on their premises

- either individually, for example households and small and medium-sized enterprises
(SMEs), and collectively, for example in tenant electricity projects (Art. 21 RED II)

+ or as part of Renewable Energy Communities (RECs) organised as independent legal
entities (Art. 22 RED II).

RECs require a particular democratic governance model focusing on the local partners.
The RED II prescribes that in order to qualify as an REC, the effective control, that is the
majority of ownership stakes, should be held by members based in the proximity of the
installations. Furthermore, the autonomy of the REC from single members is to be upheld
by the principle that no single shareholder owns more than a third of the shares.

The CSOP is a prototype of this business model and shows how to implement these
new rules. CSOPs allow for the inclusion of municipalities and/or commercial investors
like SMEs. Moreover, they offer an opportunity of advancing to economies of scale.
At the same time, they retain the benefits of individual consumer participation.

Renewable Energy Clusters - the Future of the Energy Systems

RECs can be seen as the prototype governance model of an emerging form of energy
systems, that is RE-clusters. This concept for the lawful control over and administration
of (local) energy generation, supply and management is the mirror image of the techni-
cal / engineering concept for RE clusters.

Such RE-clusters will typically include demand flexibility and energy efficiency (EE) meas-
ures, storage and peer-to-peer trading within energy communities, and between energy
communities and the market.

For the technical solutions existing (e.g. smart meters) and those emerging (e.g. distrib-
uted ledger technologies like blockchain) to be functional, behavioural changes of the
consumer are indispensible. Therefore, it is crucial to couple technological solutions
with good governance as acknowledged by the European legislator in RED II, the Inter-
nal Electricity Market Directive (IEMD) and Regulation (IEMR) and enshrined in the CSOP.



Defining Consumer

Stock Ownership
Plans (CSOPs)

Defining Consumer
Stock Ownership Plans

A CSOP (Consumer Stock Ownership Plan)
enables consumers — especially those without
savings or access to capital credit — to acquire
an ownership stake in a utility that supplies
them and thus to become “prosumers”:

It is a trusteed comsumer-centred invest-
ment model for general services, providing
participation both financially and in deci-
sion-making.

A CSOP permits co-investments of munici-
palities, small and medium-sized enterpris-
es (SMEs) and other local partners. Share-
holders do not have personal liability..

An intermediary entity, the CSOP Operating
Company (as a rule a privately held corpo-
ration with limited liability; possibly also a
cooperative), invests into a new or existing
RE plant and operates it on behalf of the
CO-Owners.

A CSOP may invest in any kind of utility, be it
water, energy, transportation or the like. When
investing in renewable energy installations,
CSOPs contribute to the energy transition and
climate change mitigation by facilitating local,
decentralised production..

A CSOP is a consumer-centred invest-
ment model for general services. It facil-
itates co-investments of municipalities,
small and medium-sized enterprises
(SMEs) and other local partners. At the
same time it allows co-investments of
strategic non-local investors.

An intermediary entity (CSOP Operating
Company) invests into a new or existing
RE plant and operates it on behalf of the
(co-)owners.

Defining CSOPs

Aims

The main aims of a CSOP are to:

Enable consumers/households to become
(co-)owners of the utilities that supply them
and thus to benefit from the profits and ac-
tively participate in decision-making;

Pool the investment and voting rights of
consumers vis-a-vis other co-investors
(public or private);

Advise, consult and represent consumers’
interests in multi- stakeholder projects.




Defining CSOPs

Specific Features

The properties of a CSOP compared to con-
ventional participation models are:

¢ Access to capital credit by pooling individ-

ual investments in an intermediary entity;
CSOPs can use leverage to scale up the
investment.

Streamlining and simplifying decision-mak-
ing through a trusteeship which protects
the interests of consumer shareholders.

Repayment of the acquisition loan from future
earnings including the sale of excess ener-
gy production; once the loan is repaid, prof-
its are distributed amongst the co-owners.
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An investment carried out through a CSOP
has the advantage of being

1.
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Scalable and thus more competitive:
CSOPs use the most advanced technology
to achieve cost-efficient production

. Profitable:

By benefiting from economies of scale, unit
production cost decreases with increasing
capacity while at the same time providing

5.

sufficient excess-production to sell to third
parties or the grid. Profits thereof reduce
the amortisation period.

. Low-threshold:

Since assets and shares are pledged as
security for a bank loan to be repaid from
future earnings, the consumers do not have
to invest own income or savings.

. Mainstream:

A CSORP is based on proven legal concepts/
vehicles and compatible with existing legal
and financial requirements. In particular, it
complies with future European rules con-
cerning Rrenewable Energy Communities
(RECs).

Complementary to energy efficiency
measures:

A CSOP can also combine investment in a
production facility with measures that re-
duce energy consumption. With less con-
sumption, more energy can be sold, thus
shortening the amortisation period.

CSOPs Explained
Step by Step




CSOPs Explained Step by Step

CSOPs Explained Step
by Step

In the renewable energy CSOP (RE-CSOP),
consumers co-own a RE project through an
intermediary — the CSOP Operating Company
(usually a privately held corporation with lim-
ited liability but possibly also a cooperative).
A trustee who consults with them and acts in
their interest represents them on the board of
directors.

The consumer investment in the RE instal-
lation can be initiated by a group of private
energy consumers together with their mu-
nicipality and/or local small or medium-sized
enterprises.

The following steps have to be taken when
realising the investment:

1. Setting up a fiduciary vehicle as trustee
(usually another privately held corporation
with limited liability; in small projects this

can be a physical peron) that administers
the consumer accounts.

2.a Conclusion of fiduciary agreements (trus-
tee — consumers) defining the number of
shares in the CSOP (as a rule proportional
to the energy consumption of each house-
hold, but other principles are also possi-
ble).

2.b Contribution of the initial share capital by
the participating households as their in-
vestment (100 — 250€ each, depending on
the type of RE-project).

3.a Setting up an intermediary entity (CSOP
Operating Company) that invests in an ex-
isting or a new energy plant.

3.b Acquisition of shares in the CSOP Oper-
ating Company by co-investors like the
municipality and/or local SMEs.

4. Conclusion of standard energy supply
agreements between consumers and the
CSOP Operating Company.

5. The CSOP Operating Company then takes

Financing Structure of a Consumer Stock Ownership Plan (CSOP)

(AA
HHE 3. Aquire shares as 1. Shareholding .-‘
e - 2]
Mummpahty/ co-investors ch represented by Trustee Consumers/
Financier SMEs
. 4
CSOP Operating Company B, ?g?gﬂf peyments Supplis
2. Long-term loan secured e ) gy ener
by shares & assets operates RE plant; allows e - gbé
scalable investments il 9 1A o g
excisting plant price
I I I I 6. Repayment of 4. Revenues from excess )\ :#.
loan from profits production sold to the grid I ‘“
o]
Bank RE Plant
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out a bank loan on behalf of the consum-
er shareholders and provides collateral
to secure the loan (value of the plant plus
that of the shares), thus shielding the con-
sumers from personal liability.

The RE-installation supplies the consum-
er shareholders with energy and sells sur-
plus production; all revenues flow into the
CSOP Operating Company.

CSOPs Explained Step by Step

Image by rawpixel.comifrom Pexels

7. Loan repayment: interest and principal
are serviced with revenues from the sale
of surplus energy produced by the power
plant monthly energy payments by each
household.

8. After the capital acquisition loan is re-
deemed, profits from the power plant are
paid out to the consumer shareholders as
dividends according to their number of
shares.

The revolutionary aspect of a RE-CSOP is that
the consumer shareholders gain a second
source of income from capital ownership in an
investment that does not require past savings.
It is financed by future earnings from the in-
vestment, i.e., revenues from energy sales.

For more legal, financial and technical in-
formation about the financing structure and
phasing of a CSOP, please do not hesitate to
contact us..

13



Advantages
of CSOPs for
Stakeholders

Advantages of CSOPs
for Consumers

Consumers acquiring productive property of
the utility that supplies them with energy are
thus entitled as shareholders to a part of the
profits as well as to participate in manage-
ment decisions.

A CSOP can be launched by consumers them-
selves or be set up for them by another entity
— for example the municipality they live in.

One of the advantages for consumers of in-
vesting in a CSOP is that their shareholding is
pooled in a trusteed entity headed by a direc-
tor who represents the consumer-sharehold-
ers in the CSOP Operating Company.

From a financial point of view, participation
entails:

¢ Financial inclusion:
Participation does not require substantial
assets or savings because the loan is re-
paid from future profits and secured by the
RE installation.

¢ No individual liability:
The CSOP Operating Company assumes
the bank loan, so the liability of individual
consumers is limited to the value of their
shares.

¢ An additional source of income:
Consumers reap the rewards of their invest-
ment once the loan is repaid. Then profits
are distributed to consumers in proportion
to their share ownership.

e Deferred taxation:
Consumers benefit from deferred taxation
as the trusteeship shields them; taxes are
not due until shares transferred or sold.

Advantages for Consumers

From an operational point of view, consumers
benefit from:

e Low entry and exit costs:

Consumers can easily buy or sell their
shares. When, for example, a household
moves away from the region, it can transfer
its shares to new residents. Only the party
of the trust agreement changes; there is no
need for additional registration with the reg-
ister court or a notary public.

e Simplified allocation of shares:
Shares are allocated to consumers in pro-
portion to their (monthly) energy consump-
tion, with other principles of distribution
also possible.

¢ Flexible decision-making:

The trust agreement defines which deci-
sions are retained by the consumers and
which are delegated to the trustee. Deci-
sion-making for day-to-day operations is
left to the trustee (and other co-investors).
Thanks to professional advice and clear and
simple rules, time-consuming involvement
or expert-knowledge for strategic decisions
is not required. While being protected from
manipulation, at the same time, consumers
can gain knowledge from their active in-
volvement.

e Strong representation of consumer-share-
holder interests and more bargaining power:
Consumers benefit from a stronger posi-
tion relative to the other co-owners in the
CSOP Operating Company because they
can avoid fragmentation of their voting
rights and rely on the expertise of the trus-
tee. Their shares are voted en block after
the internal decision-making process.

15



Advantages for Local Authorities

Advantages of CSOPs
for Local Authorities

Investing into a CSOP has many advantages
for local authorities:

¢ Fulfilling their leadership role:
A CSOP can be initiated by the home mu-
nicipality of consumers. Local authorities
can shape renewable energy and energy
efficiency policy by bringing together dif-
ferent stakeholders and aligning their inter-
ests.

¢ Flexible financial participation:

Local authorities are under strict fiscal
rules and budgetary constraints that often
prevent them from unlocking their full po-
tential as pacemakers. Pooling the finan-
cial resources of local consumers (both in-
dividuals and SMEs), a CSOP reduces the
pressure on local authorities to be the sole
investor of a local project.

¢ Representation guaranteed:
Obligatory representation in management
and supervisory bodies is often perceived
as an obstacle to municipal investment in
many citizen’s projects. Unlike a coopera-
tive, a CSORP, is subject to corporate law,

16

guaranteeing the representation of local
authorities in management and supervisory
bodies.

The shareholding of consumers in the CSOP
Operating Company is pooled in a trusteed
entity that is managed and represented by an
expert (trustee).

For the local authorities, this results in:

¢ Simplified communication:
One interlocutor, one phone number.

e A stable, long-term shareholder:
Fluctuation among consumer-shareholders
does not impact the overall shareholder
structure in the CSOP Operating Compa-
ny. Consumer shareholders are concerned
with the long-term performance of the busi-
ness, not short-term fluctuations, which
may occur from year to year.

¢ Efficient democratic decision-making:
As the involvement of consumers is me-
diated, investors have the guarantee that
their participation does not impact the pro-
fessional management of day-today opera-
tions. At the same time, consumers still may
discuss, decide and learn more about the
operation of an energy plant if they wish.
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Advantages of CSOPs
for Co-Investors

Co-investors — whether local (small or micro
enterpises, municipal companies, NGOs) or
strategic (plant engineer, energy supplier, net-
work operator) — may partner with consumers
and municipalities in implementing a CSOP.

Investing in a CSOP is attractive for commer-
cial investors, since voting rights are propor-
tional to shareholding unlike in other citizen
energy models, where the cooperative princi-
ple of one member/one vote often applies.

Moreover, consumers' shareholding is pooled
in a fiduciary entity that is managed by a di-
rector. This trusteeship represents the con-
sumer-shareholders in the CSOP Operating
Company.

Advantages for Co-Investors
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For an external investor this entails:

e Simplified communication:
One interlocutor, one phone number.

¢ A loyal long-term shareholder:
Changes in consumer shareholders do not
affect the overall shareholder structure of
the CSOP Operating Company.

e Efficient, democratic decision-making:
As the participation of consumers is medi-
ated, investors are given the guarantee that
consumer participation does not affect the
professional management of day-to-day
operations. At the same time the trustee
makes the consumers’ voting behaviour
predictable and ensures that they are not
manipulated by other shareholders.

17



Advantages for Financial Institutions

Advantages of CSOPs
for Financial Institutions

Lending to a CSOP involves low transaction
costs for commercial banks. This results from
the pooling of the individual investments. In-
dividual micro-credits are avoided. A single
bank loan is taken on behalf of all consumers
thus avoiding the risk of funds being diverted
for other purposes:

The profitability of the project is assured by:

e A scale of the investment large enough to
ensure that the energy produced exceeds
the energy needed by consumers, so the
excess can be sold to repay the loan.

e Potential incentives or preferential con-
ditions for RES or citizen projects to level
the playing field between commercial and
non-commercial projects, as well as fossil
and renewable energy.

CSOPs are in accord with political priorities

and regulatory requirements, they can raise
additional financial support from public finan-
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cial institutions such as national or European
development banks

(e.g., KfW, BPI/Caisse des depots, BGK, BDB,
EIB) or European structural and investment
funds (European Regional Development Fund,
European Social Fund, Cohesion Fund, Euro-
pean Fund for Strategic Investments).

Meeting the requirements of Renewable En-
ergy Communities (RECs) under the new EU
prosumership framework in RED Il (see page
7 above), the CSOP brings together citizens,
municipalities, SMEs and commercial inves-
tors under a common governance model.

While aligning the interests of all parties in-
volved, to qualify as a REC is an important
condition for preferential conditions - e.g.
simplified administrative procedures, favour-
able tariffs, assistance and support — under
the “enabling framework” for RECs as defined
in Art. 22 RED II. These conditions in turn in-
crease the economic feasibility of RE-projects
and thus reduce the involved risk — two im-
portant issues for the lenders financing these
projects.

“Assisted” CSOPs -
Adapting the CSOP to
the needs of vulnerable
consumers

The challenge:

Currently, more than 50 million consumers,
among them low-income households and sin-
gle women, struggle to pay for energy bills in
Europe. They are victims of energy poverty
caused mainly by high energy costs and low
household income. However, energy prices
and inequality keep on rising all over Europe.

At the same time the European Union is pro-
moting RE prosumership, that is, turning con-
sumers into producers; prosumers have the
option of self-consuming renewable energy
they produce or selling surplus production to
the grid. While prosumership provides finan-
cial benefits such as lower energy costs and
additional income, only those able to afford
the necessary investments benefit.

If, however, the energy transition is to be suc-
cessful, its benefits must be distributed even-
ly across society. The first step in enabling
vulnerable groups to become prosumers — a
means to mitigate energy poverty — depends
on providing access to finance. This is what
the CSOP does through its leveraged financ-
ing approach.

Nevertheless, for some groups of vulnerable
consumers even the reduced capital needed
to participate in a standard CSOP is an insur-
mountable hurdle. This is where the “Assist-
ed” CSOP comes in.

Adapting the CSOP to social needs

Unlike a typical CSOP an “Assisted” CSOP is
adapted to the circumstances of the particu-
lar situation, including the needs of vulnerable
consumers.

Assisted CSOPs

An example is the asylum house “Zeleticka”,
a shelter for homeless and people in precari-
ous situations run by the charitable association
NADEJE (hope) in the city of Litoméfice in the
Czech Republic: In 2019 the city administration
agreed with NADEJE to finance the installation
of a photovoltaic (PV) installation to supply the
shelter with electricity, thus lowering its energy
bill. The city agreed that the a part of the instal-
lation may be sold to the residents of the shel-
ter. In the context of SCORE the mentioned
parties agreed to launch an “Assisted” CSOP:

e Up to 25 per cent of the PV installation
would be sold to those of the 50 residents
willing to participate, turning them into
co-owners and thus prosumers;

e A matching contribution from a donor
would assist these residents to acquire an
ownership stake;

e Sharing 25-50 per cent of the profits from
electricity savings and energy efficiency
measures with the “Assisted” CSOP partic-
ipants through a dedicated expense fund.

Enabling the poor to become prosumers

As aresult, the participating residents need an
even smaller initial contribution to join the pro-
ject. In turn, the charitable association NADE-
JE allocates the residents share of the monies
saved though RE production and energy effi-
ciency measures to a dedicated expense fund;
this fund covers expenses for their personal
needs like for example a new pair of boots, a
joint leisure excursion or a musical instrument.

A secondary aim of the “Assisted” CSOP is
to entice the new co-owners to save electrici-
ty, become more energy efficient and — where
possible — to train them as energy consultants.

A similar approach is planned for homeless
shelters and similar institutions in the Susa
Valley (IT), the city of Essen (DE) and the town
of Stupsk (PL).

19



The Rationale for
CSOPs

The Rationale for CSOPs

CSOPs directly relate to current political and
social priorities and contribute facilitating the
energy transition.

Bridging the investment gap:

A CSOP is an alternative to both, commer-
cial projects without local participation, and
citizen-energy projects without substantial
funds. Unlocking untapped investment op-
portunities in RE, a CSOP contributes to
reaching our climate goals.

Bridging the social gap:

By reducing barriers in terms of financial
assets, expertise or time, a CSOP is a
low-threshold and inclusive financing tool
for consumer groups that have so far been
under-represented and often even exclud-
ed from or disinterested in citizen energy.

Fighting energy poverty while avoiding
social transfers:

Because vulnerable consumers are sup-
plied with energy by the RE plant and
receive an additional income from their
investment (once the loans are repaid with
the profits), a CSOP can reduce inequali-
ties without relying on social transfers.

ENABLING PEOPLE T0
PRODUCE THEIR LIVING

The Rationale for CSOPs

IT 1S INVOLVEMENT
IN RE-PROJECTS
THAT INCREASES

Fostering acceptance and democratic
participation through ownership:

Since the energy transition requires soci-
etal and behavioural changes, it is crucial
to increase energy consumers’ accept-
ance. Consumer (co-)ownership as a learn-
ing experience encourages acceptance,
by providing additional income, enhancing
the quality of life and stimulating the (local)
economy.

Contributing to a level playing field and
diversity of actors on the market:

The CSOP financing technique builds on
financial techniques (leverage; trusteeship)
to scale up citizen energy investments. A
CSOP can compete with commercial pro-
jects in a liberalised market. It does not
crowd out commercial investments or pre-
vent small-scale projects from benefitting
from regulatory exemptions.

Fighting climate change globally with a
standard solution:

Following a comparative analysis, CSOPs
could not only be introduced in Europe
but also represent an opportunity for the
Energy Transition in other countries across
the globe. Particularly in developing coun-
tries, a CSOP may facilitate the access to
credit needed for RE installations.
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CSOP History and

Best Practice

CSOP History and
Best Practice

The SCORE-project introduces CSOPs to
the energy sector in Europe. They employ
the same logic as the highly successful
ESOP pioneered in the USA.

Louis O. Kelso introduced the CSOP in
California’s Central Valley in 1958 by ena-
bling local farmers to become (co-)owners
of a fertiliser manufacturing plant, Valley
Nitrogen Producers, Inc., of which they
were the main consumers.

The main motive for the local farmers to
become prosumers were high, inflated fer-
tiliser prices set by an oligopoly of major
producers controlling the market.

The first CSOP was a great success: 4,580
farmers became (co-)owners of a new an-
hydrous ammonia fertiliser plant. This in-
volved an overall investment of USD 120
million (today about USD 1 billion) financed
mainly by a loan from the Berkeley Bank of

Cooperatives.

CSOP - History and Best Practice

Valley Nitrogen Producers, Inc., ended
the monopoly of the fertiliser industry in
the Central Valley. Fertiliser price dropped
from USD 250 per ton to USD 66 per ton.
Thus, farmers saved well over USD 1 bil-
lion in fertiliser during a 15-year period.

The financial structure of the CSOP is
based on the same logic as the Employee
Stock Ownership Plan (ESOP) of Louis O.
Kelso. The latter has been part of corporate
America since 1956. In 2018, there were
over 6,600 ESOPs and 3,200 ESOP-like
plans with 14.5 million employee-owners
(13% of the private sector workforce) hold-
ing around USD 1.4 trillion in assets.

HOW CAN WE OPEN THE
CAPITAL PROPERTY SYSTEM || THE HEREDITARY POOR
TO THOSE HISTORICALLY

EXCLUDED FROM 1T?


http://kelsoinstitute.org/louiskelso/kelso-paradigm/questions-and-answers/

SCORE - Pioneering
CSOPs for
Renewable Energies

Pioneering CSOPs: The City of Litomérice

Within the context of the SCORE project, CSOPs are being implemented for the first time

in the RE sector. The model is tested in three pilot regions: the city of Litoméfice in Czech
Republic, the city of Essen in Germany, and in the Susa-Valley in Italy.

The Town of Litomérice

The Czech municipality of Litoméfice is locat-
ed northwest of Prague and has 25,000 in-
habitants. In regards to renewable energy
sources, the city administration as a pioneer in
sustainable development is focusing on pho-
tovoltaic (PV) energy.

As of 2018, the existing PV installations are
covering an area of 3,500 m?, with 1.2 MWp
capacity on private houses and 0.15 MWp ca-
pacity on public buildings. These installations
are combined with energy efficiency measures
in order to reduce the energy consumption of
buildings with RE installations to a low level
(50 kWh/m?) and passive standard (15 kWh/m?).

With the Czech pilot project SCORE is aiming
to raise the capacity of existing installations
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by 1.5 MWp; this corresponds to an overall
increase of 125%. 250 households are to be
involved as (co-)owners of the newly installed
PV facilities, whose expected annual energy
yield is to exceed the demand of these house-
holds three times. The surplus energy will be
used for public and administrative buildings,
and the energy savings triggered by chang-
es in consumption behaviour are expected
to amount to 14%, i.e. 368 kWh per year.
Hence, the anticipated annual energy savings
for all 250 households amount to 92,000 kWh
(868 kWh * 250 households = 92,000 kWh).

The municipality of Litoméfice and the RE
consultants of Porsenna are implementing
the Czech pilot with support from the SCORE
consortium partners.

Members of the SCORE-team visiting a potential project site: the local elementary school.
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https://www.litomerice-info.cz/en/
http://porsennaops.cz/
https://www.score-h2020.eu/about-us/score-consortium/
https://www.score-h2020.eu/about-us/score-consortium/

Pioneering CSOPs: The City of Essen

Distribution of the solar expansion
within the city limits (status 31,127
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The City of Essen

Located in the very western part of Germa-
ny in North Rhine-Westphalia with a popu-
lation of almost 600,000, Essen is home to
the headquarters of some of Germany’s big-
gest energy companies: These include e.g.
RWE AG, Evonik Industries AG, E.ON SE and
Innogy SE. In 2017 Essen has been selected
“European Green Capital” for its efforts con-
cerning the development “from grey to green”
and the related successful transformation.
As of today, around 1.800 PV facilities are in-
stalled on public and private buildings, near-
ly 200 cogeneration facilities are running and
wind power is being discussed. With regard
to consumer (co-)ownership the Solar Coop-
erative Essen with around 200 members has
installed PV panels on 18 roofs leased for a
symbolic price from the municipality with the
complete production fed in to the public grid.

The nationwide Strom Sparcheck carried out

by SCORE partner Caritas is implemented
with great success in Essen under the brand
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“Energie SparService Essen”. The city of Es-
sen wants to actively participate in the further
expansion of RE. The funding of the planned
investments in RE projects with a focus on re-
gional self-consumption is to be co-financed
by a supplement of 0.2 ct per consumed kWh
on the certified green electricity supply of city
(approx. 200,000 Euro/year).

Over the lifetime of the SCORE project, an
additional 650 kWp is to be installed with the
help of private (co-)investments correspond-
ing to an overall capacity dynamic increase.
At least 200 households are expected to be in-
cluded and turn from consumers into prosum-
ers. Considering the annual energy demand
of these 200 households and the anticipated
energy savings of 368 kWh per household,
the expected energy savings resulting from a
change of consumption behaviour are expect-
ed to amount to 73,600 kWh (368 kWh * 200
households = 73,600 kWh) per year.

The pilot implementation is managed by the
City of Essen and the Caritas Association Ger-
many with the support of the SCORE consor-

tium partners.

The Susa Valley

The Susa Valley is an Alpine zone in the north-
ern part of ltaly with 90,000 inhabitants in
14 municipalities.

The SCORE pilot project here focuses on re-
placing existing block heating facilities pow-
ered by diesel and oil fuel with new ones fuelled
by biomass in the form of locally produced
wood chips.

The Italian pilot project aims at biomass pow-
er plants to be expanded by annually adding
1.3 MWh per installed MW capacity. Approx-
imately 2,200 households will benefit from
the project by changing their heating energy
source from fossil to renewable. This process
is further accompanied by energy efficiency
measures.

Due to behavioural changes related to (co-)
ownership of the new installations, the overall
energy consumption is expected to be reduced
by 14% per year. On average, households
in the region consume an annual amount of
3,000 kWh. Assuming a 14% decrease in con-

Pioneering CSOPs: The Susa Valley

sumption, the energy demand will from then
on amount to 2,632 kWh per year, yielding
368 kWh (3000 kWh — 2632 kWh = 368 kWh)
annual savings per household. Consequently,
the total of targeted energy savings amounts
to 809,600 kWh (368 kWh * 2,200 households
= 809,600 kWh) per year.

The local partners in charge of the Italian pilot
are the Politecnico di Turino, the forestry and
lumber cooperative La Foresta, the Consorzio
Forestale, a company managing the forestry
conjointly owned by the municipalities of the
valley, and the social cooperative AMICO.
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The 12 century Novalesa Abbey, where a biomass heating system
is to be set up, replacing the current, inefficient diesel installation.

27


https://www.polito.it/?lang=en
http://www.laforestascrl.it/
http://www.cfavs.it/it/home#.XAZVb9tKjIW
http://www.cfavs.it/it/home#.XAZVb9tKjIW
http://www.coopamico.it/
https://www.essen.de/leben/gruene_hauptstadt_europas_2017/gruene_hauptstadt_europas_essen_2017.de.jsp
https://www.score-h2020.eu/about-us/score-consortium/
https://www.score-h2020.eu/about-us/score-consortium/

Frequently Asked
Questions &
Further Information

Frequently Asked
Questions (FAQ)

What is the difference between a CSOP
and a capital market investment?

In contrast to investment funds or the like,
consumer (co-)ownership as conveyed by a
CSOP is not subject to capital market regu-
lations. As a CSOP typically invests in only
one local project and then — unlike investment
funds — operates the RE-plant, it is operation-
ally active outside of the financial sector; with
regards to the restricted group of persons tar-
geted, i.e. the energy consumers living in the
proximity of the RE plant, CSOP financing is
also not a public offer.

Shares are not tradable in the financial mar-
kets. Furthermore, the CSOP Operating Com-
pany will typically hold a control interest in the
RE plant that it administrates and operates.

How do CSOPs relate to RE-cooperatives?

A CSOP is complementary to a RE-coopera-
tive, not a substitute.

The “one member one vote”-principle of
a cooperative tends to be an obstacle for a
partnership with small and medium-sized en-
terprises (SMEs) and commercial investors,
since these co-investors generally prefer vot-
ing rights proportional to their shareholding.
Furthermore, the necessity of a representa-

FAQs

tion on management and supervisory bodies
has been reported an obstacle to municipal
investments. This is due to the fact that co-
operative law does not acknowledge a right of
delegation familiar to legislation on joint stock
companies.

For this reason, cooperative projects often set
up special purpose vehicles. CSOPs involve
such a special purpose vehicle by standard
but with a defined governance structure. Like
this, they allow for the direct involvement of
municipalities and strategic partners while
safeguarding the interests of local partners.

Moreover, CSOPs offer an alternative in East-
ern Europe where citizen energy projects are
still rare and the cooperative model is some-
times associated with the socialist past.

Who can invest into a CSOP

As the CSOP business model uses the bor-
rowing power of a corporation, it enables the
participation of vulnerable consumers that
have so far been under-represented. Empiri-
cal studies (e.g. Yildiz et al. 2015) show that
citizen energy models typically involve a ho-
mogeneous group of investors (male, aged
50+, well-off, highly skilled). Through their
leveraged financing approach, CSOPs allow
for the participation of societal groups threat-
ened by energy poverty (typically low-income
households like single parents, unemployed,
pensioners, etc.). Like this, CSOPs are more
inclusive than established business models.

An online calculator that enables simulating the
setup, amortisation and benefits of CSOP invest-
ments is under preparation.

With this dynamic interactive tool you will be able  ©*
to calculate your individual CSOP projects. i
www.score-h2020.eu ;
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https://www.econstor.eu/bitstream/10419/156056/1/vol16-no03-a3.pdf

Prospects & Further Information

CSOP Prospects

CSOPs can be an important “bridge tech-
nology” in financing citizen energy projects
because they extend the advantages of
RE-cooperatives — particularly in cases where
projects involve very different co-investors or
where the cooperative model is not feasible
for other reasons. This is especially the case in
Eastern Europe, where citizen energy projects
are still rare, and where the cooperative model
is associated with the socialist past.

This is of particular relevance for “electricity/
energy sharing” as introduced with the new
legal European framework (see above page 7).
Recital 71 RED Il stipulates that “renewable
energy communities should be able to share
between themselves energy that is produced
by their community-owned installations.”

Especially in energy cluster projects that target
sector coupling and that may involve electric-
ity sharing, storage, e-mobility, cogeneration,
etc., it will become increasingly important to
include professional operators because oper-
ation and maintenance of infrastructure can
quickly become very complex. In this context,
the CSOP provides a standard governance
model that safeguards the interests of local
partners with regards to their co-investors.

Further Information

CSOP financing is currently implemented by
the SCORE project in three pilot regions: the
Susa Valley (Italy), the city of Essen, (Germany)
and the city of Litoméfice (Czech Republic).
In these pilot municipalities, an existing re-
newable energy project at community scale is
extended to include local consumers and cit-
izens with the active involvement of the local
government body.

A group of currently around 30 municipalities
across Europe (IT, DE, CZ, PL, BG, ES, NL, FR)
have become so-called "Follower Cities" sup-
ported by the SCORE consortium to replicate
CSOPs locally.

The SCORE project has received funding for
coordination and support action from the
European Union’s Horizon 2020 research and
innovation programme under grant agreement
No. 784960.

Further reading

Lowitzsch, J., ed. (2019). Energy Transition: Fi-
nancing Consumer Co-Ownership in Renewa-
bles. Cham: Springer International Publishing.
The book provides an overview of consumer
co-ownership in 18 countries across the globe.

Lowitzsch, J. (2019). Investing in a Renewa-
ble Future — Renewable Energy Communities,
Consumer (Co-)Ownership and Energy Shar-
ing in the Clean Energy Package. RELP 9,
Vol. 2, pp. 14-36, Claeys & Casteels Law Pub-
lishers. The article explains the new EU rules
of the 2018/19 RED Il and IEMD with a focus
on RECs.

Lowitzsch, J. & Hanke, F. (2019). Consumer
(Co-)Ownership in Renewables, Energy Effi-
ciency and the Fight Against Energy Poverty
— a Dilemma of Energy Transitions. RELP 9,

Climate Alliance
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Further Information

Vol. 4 pp. 5-21, Claeys & Casteels Law Pub-
lishers BV 9(3):5-21. The article discusses the
fight against energy poverty and the inclusion
of vulnerable consumers as prosumers in the
energy transition.

Lowitzsch, J., Hoicka, C., van Tulder, F. (2020).
Renewable Energy Communities under the
2019 European Clean Energy Package — Gov-
ernance Model for the Energy Clusters of the
Future?. Renewable & Sustainable Energy Re-
views, doi:10.1016/j.rser.2019.109489.

Lowitzsch, J. (2020). “Consumer Stock Own-
ership Plans (CSOPs) — the Prototype Busi-
ness Model for Renewable Energy Commu-
nities”,Energies 2020, 13, 118; doi:10.3390/
en13010118

Sovacool, B. et al. (2017). New Frontiers and
Conceptual Frameworks for Energy Justice.
Energy Policy 105, pp. 677-91.
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For more information visit

www.score-h2020.eu
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The project is coordinated by the European University Viadrina Frankfurt (Oder) and

supported by the SCORE consortium of the following organisations:

Centre for the Study of Democracy | Mésto Litoméfice | Stadt Essen | Climate Alliance | co2online | Consorzio
Forestale, Regione Polveriera | Cooperativa La Foresta | Cooperativa Sociale Amico | Deutscher Caritas Verband
(in coop. with Energiereferat, Frankfurt/Main) | Federacja Konsumentéw | Politecnico di Torino | Porsenna.



https://www.ingentaconnect.com/content/cclp/relp/2019/00000009/00000002/art00003
https://www.ingentaconnect.com/content/cclp/relp/2019/00000009/00000002/art00003
https://www.ingentaconnect.com/content/cclp/relp/2019/00000009/00000002/art00003
https://www.ingentaconnect.com/content/cclp/relp/2019/00000009/00000002/art00003
http://www.score-h2020.eu
http://www.csd.bg/
https://www.litomerice-info.cz/en/
https://www.essen.de/leben/gruene_hauptstadt_europas_2017/gruene_hauptstadt_europas_essen_2017.de.jsp
https://www.climatealliance.org/home.html
http://www.co2online.com/
http://www.cfavs.it/it/home#.W9hsKHtKi00
http://www.cfavs.it/it/home#.W9hsKHtKi00
http://www.laforestascrl.it/
http://www.coopamico.it/
https://www.caritas.de/startseite
http://www.federacja-konsumentow.org.pl/
https://www.polito.it/?lang=en
http://www.porsenna.cz/
https://www.sciencedirect.com/science/article/pii/S1364032119306975
https://www.sciencedirect.com/science/article/pii/S1364032119306975
https://www.sciencedirect.com/science/article/pii/S1364032119306975
https://www.sciencedirect.com/science/article/pii/S1364032119306975
https://www.mdpi.com/1996-1073/13/1/118
https://www.mdpi.com/1996-1073/13/1/118
https://www.mdpi.com/1996-1073/13/1/118
https://www.mdpi.com/1996-1073/13/1/118
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For more information visit

www.score-h2020.eu



http://www.score-h2020.eu

