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Abstract: One organizational innovation introduced by the clean energy for all Europeans package
(CEP) is that of the energy community (EC), including the renewable energy community (REC) and
citizen energy community (CEC). The translation of related directives into national legislation is
underway in Sweden, and the Swedish Energy Market Inspectorate (Ei) has proposed a new law on
ECs, which has been sent for consultation. This article analyzes the Ei proposal and the responses
from the 27 referral bodies commenting on the new EC regulations. Positive aspects of the proposal
were that it would be a law on ECs and that it would be easy to start and run an EC. Critics were
concerned that the law was too vague, the relationship between existing cooperatives and the new
ECs was not clear, both CEC and REC are used instead of only using one term, there is a lack of
suggestions on supportive measures for ECs, ECs will have less favorable conditions than other
micro-producers of electricity, there is a lack of barrier analysis and visions of a future of ECs, and
finally, that the situation for marginalized households was not dealt with in the proposal.

Keywords: energy community; renewable energy community; citizen energy community; clean

energy for all Europeans package; regulations; Sweden

1. Introduction

An energy transition from centralized and fossil-based energy towards decentralized
and renewable energy has been advocated by governments, businesses, and academia.
In the European Union (EU), it has become a strategy to enable communities to take an
active role in the energy market in the hopes of transitioning to an increasingly local,
renewable, and participatory energy system. These citizen-led energy communities (ECs)
have multiple individual and societal benefits and are expected to have a major role in the
future energy system. According to REScoop.eu there are 1900 energy cooperatives within
the EU and the number is growing.

Citizens and ECs are at the center of the EU’s clean energy for all Europeans pack-
age (CEP), the new energy rulebook in the EU’s Energy Union Strategy [1]. The aim of
the strategy is to facilitate a fair energy transition for all energy market actors, and for
EU citizens, this entails providing them with better control over and access to energy
production. One organizational innovation introduced by the CEP is the ECs, whose
aim is to advance a socio-technical energy transition [2]. An EC is a collective of actors
who voluntarily join together to realize a shared energy-related project, such as becoming
producing consumers (“prosumers”), storing energy, or owning an electricity grid. The
main idea of an EC is to produce social, environmental, and economic benefits for the
community [3,4]. By combining the environmental advantages of renewable energy and
the socio-economic benefits of engaging a community, the wish is to develop a future
energy system characterized by being local, renewable, and participatory and which will
contribute to a thriving community advancing the energy transition [5,6]. Encompassing
these potentials, ECs are expected to play a significant role in the EU’s energy system in
the future. Their benefits will, however, depend on how the Member States will implement
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the CEP and how the directives on the ECs will be adjusted to fit national and local energy
systems and conditions. This will be further discussed in this article, using Sweden as a
case study.

Two directives in the CEP, the Renewable Energy Directive (RED II) [7] and the Inter-
nal Electricity Market Directive (IEMD) [8], provide ECs with an enabling framework (the
former) and a level playing field (the latter) on the energy market [9]. RED II defines the Re-
newable Energy Community (REC) and the IEMD defines the Citizen Energy Community
(CEC). CECs have a broader scope and can include RECs, which have stricter eligibility
requirements (e.g., regarding proximity to the energy installation) [10]. In both directives,
ECs are defined as voluntary, member-controlled initiatives to organize collective coopera-
tion in energy-related activities in a way that emphasizes various benefits, not focusing
only on financial profits. The definitions of CEC and REC will be discussed further below.

Translating both directives into national legislation is to occur during 2021. In Sweden,
as in most Member States, this has been delayed, but the responsible authority, the Swedish
Energy Market Inspectorate (Ei), has already proposed how the directives should be
translated into Swedish regulations. The Ei has proposed a new law on ECs. This proposal
has been sent for consultation, and the Ei’s proposal and responses to it from relevant
consultative bodies will be analyzed here. Implementing the two directives with the
enabling framework is essential for ECs to emerge in Member States [11]. The CEP needs to
be implemented with national and local versions of ECs in mind. How existing cooperatives
and/or ECs are defined differs within the EU [12], and an overly strict interpretation of the
CEP version of ECs risks excluding versions of ECs already developed in Member States
and could limit positive developments. This will be taken into consideration in analyzing
the Ei proposal and the consultation responses.

The aim of the article is to analyze the Ei’s proposed new law on ECs together with
the consultation reports, to scrutinize how the suggested transposition of the EU directives
meets the requirements of the enabling framework, and how Sweden will facilitate and
incentivize ECs as new emergent market actors.

Prior studies on ECs have analyzed existing ECs in the Member States, emerging
before the decided CEP. Studies on how the Member States will transpose the ideas of REC
and CEC in the EU directives into national legislation have so far been less researched,
even if there are some studies (see, e.g., [13-16]). How Sweden plans to implement ECs will
be further investigated here. There are several reasons why it is important to research these
country-specific processes. How the two directives are implemented in the Member States
will decide the future of ECs within the EU. The EU puts great hope on ECs’ contribution to
an energy transition, but if the Member States do not, for example, implement an enabling
framework for ECs, this will severely halt the development. Earlier research also discusses
the importance of adjusting the EU regulations, so it fits the historically and geographically
conditioned character of energy systems [3,12,17-21]. How this is done can be studied by
following proposed national legislation and the comments put forward during the process.
How the referral bodies reason around the proposed regulation also captures how ECs,
in general, are perceived and understood in a Member State, which is also an important
indicator of how ECs will succeed in the future. Additionally, finally, this kind of in-depth
study of a country is important for future comparisons to understand how and why ECs
develop differently in the country and why they might differ in importance compare [22].

2. Background: Energy Communities in the CEP

In November 2016, the European Commission published the proposed CEP com-
prising eight legislative acts. Following political agreement by the European Council
and European Parliament and the entry into force of the various relevant EU rules in
2019, the EU Member States had up to two years to translate the new directives into
national laws. RED II includes regulations for RECs, and IEMD includes regulations
for CECs; together, the directives give EU citizens the right to generate, self-consume,
store, and sell renewable energy.
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RED II is progressive in creating an enabling framework for bottom—up, citizen-led
ECs. RED II states that Member States should “carry out an assessment of the existing
barriers” to developing RECs (Article 22, (3)) and “provide an enabling framework to
promote and facilitate the development of renewable energy communities.” The Member
States should also remove unjustified regulatory and administrative barriers to RECs and
ensure that RECs are subject to fair, proportionate, and transparent procedures including
cost-reflective network charges and relevant charges, levies, and taxes (Article 22, (4a,d)).

RED II defines the REC as a legal entity (Article 2 (16)) that (a) “is based on open and
voluntary participation, is autonomous, and is effectively controlled by shareholders or
members that are located in the proximity of the renewable energy projects owned and de-
veloped by that community” and (c) “whose primary purpose is to provide environmental,
economic or social community benefits for its members or the local areas where it operates
rather than financial profits.”

IEMD leaves it to the Member States to regulate price setting and whether ECs will
be able to act as distribution operators. Distribution system operators (DSOs) should,
however, cooperate with RECs to facilitate energy transfers within the communities (RED,
Article 22, (4c)). IEMD also emphasizes peer-to-peer (P2P) solutions and that consumers
should be able to participate in all electricity markets. IEMD requests that all legal and
commercial barriers to implementation should be removed, including “disproportionate
fees for internally consumed electricity, obligations to feed self-generated electricity to
the energy system, and administrative burdens, such as the need for consumers who
self-generate electricity and sell it to the system to comply with the requirements for
suppliers, etc.” (Article 1 (42)). Consumers should “contribute adequately to system cost.”
The Member States are requested to ensure that renewable energy sharing is permitted,
including in multi-unit apartment blocks.

IEMD defines the CEC as a legal entity that “may engage in generation, including
from renewable sources, distribution, supply, consumption, aggregation, energy storage,
energy efficiency services or charging services for electric vehicles or provide other energy
services to its members or shareholders” (Article 2 (11c)).

The Council of European Energy Regulators (CEER) states in its report [23] that:
“Energy communities owning grid infrastructure remains optional for MS (i.e., the Member
States). However, if and where this approach is adopted, it should avoid duplication of
assets, ensure economic efficiency, be subject to appropriate regulation in line with the
regulatory framework for DSOs and ensure customers receive an adequate level of quality
of service”.

Table 1 gives an overview of the similarities and differences between RECs and CECs.

The main distinction between the ECs is that RECs are restricted to operating with
renewable energy, i.e., heat and electricity), while CECs are limited to electricity, where
they can engage in multiple activities. Roberts et al. [9] stated that CECs can be regarded
as larger entities including RECs, which have stricter eligibility requirements (e.g., in
terms of the proximity of controlling members). Large enterprises cannot participate in
RECs. In CECs, the requirements for control are tied to shareholder size, and medium- and
large-scale enterprises previously active in primary energy generation are excluded from
control. By defining the legal forms of RECs and CECs, the EU aims to enable the diffusion
of ECs, not to restrict other types of ECs, such as cooperatives, from functioning [9].
Earlier research has also emphasized that ECs are not a new phenomenon and must be
understood as something that has existed and developed over time in the Member States.
The development of ECs has been influenced by spatial factors, and earlier studies have
shown how the geographical differences matter for how ECs have emerged within Europe,
where, for example, available energy resources influence what technology ECs prefer to
invest in [12,20,24].
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Table 1. Similarities and differences between RECs and CECs [7-10].

REC CEC

“Member States may provide for renewable energy
communities to be open to cross-border

Geographic participation” No geographic limitations relating to activities,
limitations Effective control is limited to members living in effective control, or eligibility for membership
the proximity of the renewable energy projects
owned by the community
Open and voluntary participation
Natural persons, local authorities, and micro, Any aCtOF can participate, as lon'g as members
. . ! engaged in large-scale commercial activity and for
small, and medium-sized enterprises whose > . .
L . o which the energy sector constitutes a primary area
. participation does not constitute their primary . . .
Membership . . . of economic activity do not exercise any
economic activity (large enterprises are excluded .. .
: decision-making power
from membership) . . .
. . Medium-sized and large enterprises are excluded
Can be effectively controlled by micro, small, and K . . .
. . . ” . from being able to exercise effective control (i.e.,
medium-sized enterprises that are “located in the L2 . N
L, the possibility of exerting decisive influence on an
proximity .
undertaking)
Organization Possible for Member States to choose any form of entity for ECs

Energy sources

All sorts of renewable energy (RE; e.g., electricity =~ Operates within the electricity sector; all sources of
and heat) electricity, not necessarily renewable

Major purpose

Primary purpose is to provide environmental, economic, or social community benefits to its members or
local areas

Stimulating the growth of local community
ownership to expand the share of RE at the
national level

CEC as a new “non-commercial” energy market
actor that can engage across the electricity market

The intention in the CEP is to reduce barriers and facilitate for ECs to emerge. Histor-
ically, energy cooperatives have been the dominating organization form for community
energy [25]. In theory, these have an open setup where all citizens can be included, but in
practice, this has not been the case. In, for example, Germany, more than 70% of the mem-
bers of the cooperatives were male, with relatively higher education and higher income.
People with lower income were especially underrepresented, which is due to the need to
have access to finance to take part in an EC [26]. Financial resources are often mentioned
as the main barrier for participation in an EC [27-30], and the implementation of the CEP
in the Member States needs to consider how to reduce these barriers to make future ECs
more inclusive.

The lack of tailor-made policies for ECs is another often-mentioned barrier [25,31].
Ruggiero et al. [24] discuss that existing energy market regulation and policy instruments,
in general, are largely inadequate and not supportive of ECs. Bureaucracy, legislative, and
administrative burdens are also barriers often mentioned in earlier research [16,25,32-35].
Wierling et al. [36] discuss the presence of a hostile institutional context within the EU.
The CEP tries to deal with this by providing a legal enabling framework that includes,
e.g., simplified administrative and regulatory requirements, lower levies, and taxes for
EC [26]. RED II obliges the member states to introduce an enabling framework to allow
RECs to compete “on an equal footing” [26]. The RED II should ensure that unjustified
regulatory and administrative barriers to REC are removed and ensure the participation
of all consumers, as well as low-income or vulnerable households. The requested en-
abling framework should include possible tax incentives and exemptions from levies.
Prosumerism should provide tangible benefits with lower energy costs and additional
revenues [26]. These barriers will be further discussed below in relation to the suggested
Swedish regulations. Before the results from Sweden are presented, the materials and
methods will be discussed.
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3. Materials and Methods

This article analyzes the Ei report [37] and the consultation responses. The data were
analyzed using qualitative content analysis [38]. The documents studied represent the
views of the responsible authority of implementing ECs into Swedish regulations (the
Ei) and the views of different key stakeholders in the Swedish society. Through these
documents, the reasoning behind a regulation or a policy can be captured together with
arguments for and against a decision [39,40]. These documents make up an interdependent
stock of written arguments, intentions, and interest representation, which embody the story
of policymaking for the development of ECs in a region (in this case Sweden) [41,42].

In February 2019, the Swedish Government commissioned the Ei to analyze the
measure required to implement the IEMD and to submit constitutional proposals in those
parts where the implementation requires provision in law or regulation. In addition to
this, the Ei was also to analyze which measures were required in relation to regulation on
risk preparedness in the electricity sector (EU 2018/941), regulation on the internal market
for electricity (EU 2019/942), and on establishing a co-operation agency between energy
regulators (EU 2019/942) and, if necessary, submit constitutional proposals. Through
an additional assignment, the Ei was commissioned by the government in May 2019 to
investigate which measures are required to implement Articles 17, 21, 22, and 24 (1) of RED
II. The result was published in an Ei report [37], which is analyzed here.

The Ei report was sent for consultation in March 2020, and 76 responses were submit-
ted. Of these responses, 23 did not contain an opinion, i.e., 53 opinions were submitted.
Only public bodies, such as authorities, municipalities, and universities, submitted re-
sponses that refrained from giving an opinion.

Of those submitting an opinion: 22 were authorities; seven were municipalities; one
was a transmission system operator (TSO); four were umbrella organizations representing
energy production, distribution, and trade or Regional Energy Agencies Sweden; two were
umbrella organizations representing housing associations and property owners; one was
an umbrella organization representing regions and municipalities; one was an umbrella or-
ganization representing practicing lawyers; one was an umbrella organization representing
Swedish enterprises; nine were NGOs representing different energy technologies such as
wind or photovoltaic (PV) energy; two were universities. Of the 53 respondents submitting
an opinion, 27 included an opinion on ECs, and these were analyzed for this article. Table 2
presents an overview of the actors submitting an opinion.

Table 2. Summary of the actors submitting an opinion.

Category and Number

Description Number Leaving an Opinion on ECs

Authorities, 22

Five: Swedish Environmental Protection
Agency (SEPA), Taxation Agency, Swedish
Energy Agency, Court of Appeal in Jonkoping,
and Administrative Court in Linképing

National authorities and courts

Municipalities, seven

Four: Ljusdal, Sala, Atvidaberg, and Ostersund

TSO, one

One: Svenska Kraftnat

Umbrella organizations,
energy sector, four

Representing energy production, distribution,
and trade as well as Regional Energy Agencies
Sweden

Four: Swedenergy, independent electricity
traders, Power Circle, and Regional Energy
Agencies Sweden

Umbrella organizations,
customers, two

Representing housing associations and
property owners

Two: Property Owners Sweden, HSB Sweden

Umbrella organizations, other,
three

Representing regions and municipalities,
practicing lawyers, and Swedish enterprises

Three: Swedish Association of Local
Authorities and Regions, Swedish Bar
Association, and Confederation of Swedish
Enterprise
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Table 2. Cont.

Category and Number Description Number Leaving an Opinion on ECs
Six: Solar Commission, Svebio, Swedish
Refrigeration and Heat Pump Association
NGOs, energy, nine Reprgsentmg various energy technologies such  (SKVP), Solar Energy Association of Sweden,
as wind and PV

Swedish Renewable Energies Organization
(SERO), and the Association of Swedish
Engineering Industries

Universities, five

Two: Gothenburg University, Luled University

The documents were condensed and coded manually for this article, where the codes
emerged from the data. The codes were grouped into categories and, thereafter, themes.
The themes will be presented here. The study is situated into the research on ECs, and the
results will be discussed in relation to earlier findings on institutional barriers and enablers
of ECs to emerge. Figure 1 describes the research process of this study.

Contensation

Content
analysis

Category

Lack of

ECina EC incentive
swedish | 2YMN9 | programme
Themes electricity
context rid and barrier
9 analysis

Positive comments

* New law
« Easy to start and run an EC

New regulations on
ECs: positive and negative
issues raised

citic to the proposal \

* Law too vague

+ Relationship between existing
cooperatives and
the new ECs unclear

* CECand REC are used instead
of only one term

» Lack of supportive structure

* ECs will have less favorable
conditions than
other micro-producers

» Lack of visions

* Lack of a barrier analysis

\_ /

Figure 1. The research process.

4. The Proposed Transposition of ECs into Swedish Regulations

ECs can and should take varying forms depending on the local context [43,44]. How
ECs are implemented in each Member State needs to be followed to understand how ECs
develop and emerge at the national and local levels. EC development will also depend
on the particular national institutional setting, which can encourage or discourage EC
emergence [20].

Sweden has had limited experience of “community energy” compared with, for
example, the UK and Denmark [45,46]. Wind cooperatives are by far the most common form
of community energy in Sweden, and there is some niche experience of, for example, solar
communities [19]. One reason for the few energy cooperatives in Sweden is the centralized
market structure of the Swedish energy market, in which hydro and nuclear power are the
dominant technologies, owned by a few national or multinational companies. Another
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prominent feature of Sweden that might explain the small share of citizen initiatives is the
key role of municipalities as suppliers of gas, electricity, and district heating [47].

There are currently no regulations in Sweden on ECs, so the Ei has proposed a new
law on ECs. This law is presented in a report together with suggestions for implementing
other parts of the IEMD and parts of RED II in Sweden [37]. The suggestions in the report
are presented next.

The Content of the Proposed Law

The Ei’s proposed law on ECs comprises five chapters. Chapters 1, 4, and 5 concern
ECs in general, while Chapter 2 concerns CECs, and Chapter 3 concerns RECs. The general
chapters state that an EC should be formed by three or more natural or legal persons. An
EC must be registered as an economic association. The economic association is described
by the Ei as the most suitable organizational form, because it is convenient, has a low
administrative burden, and is not surrounded by as many regulations as is, for example,
the limited company. This complies well with the CEP idea of reducing bureaucracy.

Another common rule is that an EC is supposed to give its members environmental,
financial, or social benefits. An EC will help its members with the production, distribution,
consumption, aggregation, or storage of electricity or by offering EV charging, energy
efficiency services, or other energy services. An EC will be open to new members, and
members can leave at any time. The law on ECs refers to the law on economic association,
which gives the governance framework. The proposal distinguishes between non-investing
and investing members, with more restrictive rules applying to the latter. For example, if
investing members take part in a vote and have more than one third of the total number of
votes cast in the ballot, the value of their votes shall be reduced to half the total number of
other votes (Law on Economic Association, chapter 6).

The chapters on CECs and RECs both set forth what EC statutes should incorporate,
for example, that an EC needs to include either “CEC” or “REC” in its name depending on
what kind of EC it is. Both chapters specify that neither a CEC nor an REC is allowed to
transmit electricity on behalf of others over an electric power line outside a building.

In the report, the Ei reasoned about why ECs should not be allowed to own an
electricity grid and transmit electricity on behalf of others. One reason is that existing
regulations prohibit this. The electricity grid is a monopoly, and an actor needs a permit,
called a concession, to operate a grid. One opportunity for ECs would be to use an
exemption to the law and establish community-owned grids as non-concession grids
(IKNs). However, when an EC consists of several separate residential buildings, such
as single-family houses, IKN rules are inapplicable. The Ei also believes that an IKN, as
a monopoly, lacks the consumer protection prescribed in the IEMD, i.e., it violates the
principles that an EC should be voluntary and that members should have the opportunity
to exit. Because a grid is a monopoly, it is impossible to leave one grid and join another,
and if the grid was to be organized as an EC, it would not be possible to leave the EC.

An alternative, according to the Ei, would be to create rules for separate grid conces-
sions for a given area or a simplified form of concession, although the Ei is skeptical about
this option. A professional organization would be required to handle the requirements of
an area concession. As a grid owner, the EC would also need to draw up grid development
plans, which would impose a high administrative burden on the EC. The Ei means that this
is contrary to the idea that an EC should be easy to establish and run. Another problem
that the Ei highlights in the report is that if an EC is allowed to own and operate a grid, it
is not allowed to simultaneously engage in production, which would exclude ownership
of solar and wind power production.

The Ei states that the primary purpose of an EC must be to share electricity between
its members, and this does not require ownership of a grid. Sharing of electricity can take
place through, for example, blockchain technology or virtual power plants.

Returning to what is written in the proposed law, the chapter on CECs and the one on
RECs each includes a paragraph stating that an EC cannot limit its members’ right to, for
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example, switch suppliers. Members of an REC can be only those who reside or operate in
the area of the EC or otherwise have a lasting grid connection to the area.

The RED II discussion of the fact that EC members must be natural persons, SMEs,
or local authorities, including municipalities (Article 2, (16b)), is not discussed in the
law. However, the Ei report states that EC members should be small companies, local
authorities, and municipalities. The Ei report does not say anything about medium-sized
companies in relation to the Swedish regulations, but it acknowledges that the CEP applies
to medium-sized companies, so the omission of medium-sized companies in the Swedish
context might simply be a mistake.

The law says nothing about cross-border participation, but the Ei report states that
cross-border participation in RECs will not be allowed. The Ei does not justify this, but just
states that “there are no reasons to allow cross-border membership” [37] (p. 347); for CECs,
however, cross-border membership is allowed [37] (p. 353).

The Ei report states that ECs will have the same rights and obligations on the energy
market as other actors. The Ei also claims that existing Swedish legislation adequately
protects low-income and vulnerable consumers.

The main suggestions for the proposed law are summarized in Table 3.

Table 3. The proposed Swedish law; boldface text indicates a change, adjustment, or specification compared with the CEP.

REC CEC
Geographic No cross-border membership No geographic limitations relating to activities,
limitations Members must reside or operate in the area of effective control, or eligibility for membership
the EC or otherwise have a lasting grid
connection to the area
Open and voluntary participation
Membership Investing and non-investing members
Natural persons, local authorities, and micro Any actor can participate, as long as members
and small enterprises whose participation does engaged in large-scale commercial activity and for
not constitute their primary economic activity which the energy sector constitutes a primary area
Can be effectively controlled by micro and small  of economic activity do not exercise any
enterprises that operate in the area or otherwise  decision-making power
have a lasting grid connection to the area Medium-sized and large enterprises are excluded
Members must reside or operate in the area of from being able to exercise effective control (i.e.,
the EC or otherwise have a lasting grid the possibility of exerting decisive influence on an
connection to the area undertaking)
Organization Economic association

Energy sources

All sorts of renewable energy sources (e.g., Operates in the electricity sector
electricity and heat) Involves all sources of electricity, not necessarily
renewable

Major purpose

Primary purpose to provide environmental, economic, or social community benefits to its members or
local area
Not allowed to transmit electricity on behalf of others or own an electricity grid

In the next section, the key issues raised by the referral bodies will be discussed.

5. The Referral Bodies’ Responses to the Suggested Regulations

The main issues raised by the referral bodies will be discussed below. The main issues
concerned the introduction of ECs as both a new concept and a new organizational form,
the prohibition of electricity grid ownership by ECs, the silence about incentive programs
for ECs, and the discrimination against ECs compared with other micro-producers.

5.1. Introducing ECs in a Swedish Context

In Sweden, there are several forms of collective energy ownership, for example, wind
power associations and the joint ownership of photovoltaic plants. There are also tenant—
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owner associations that jointly own solar cells used for joint consumption but that also
supply individual apartments [19,20]. These existing cooperatives could all form ECs in
the future if they wish to, though they can also continue to conduct their business in the
same way as they do today. Nothing in the proposed law forces existing cooperatives to
become ECs.

With this proposed law on ECs, new concepts were introduced into the Swedish
language, the words for CEC (Medborgargemenskap) and REC (Gemenskap for fornybar
energi). These are straightforward translations of the concepts into Swedish, but the terms
do not fit easily into the Swedish language. Three of the referral bodies, i.e., Regional
Energy Agencies Sweden, Svebio, and SERO, remarked that the EC was a complicated and
awkward concept. SERO also questioned why the Swedish word “kooperativ” (cooperative)
was not kept as it is well anchored in Swedish culture.

Four bodies (i.e., Swedish Bar Association, Taxation Agency, Administrative Court in
Link6ping, University of Gothenburg) commented on the vagueness of the proposed law.
Their criticism claimed that the economic association as an organizational form needed
further investigation, as it was not clarified who will be accountable for the EC, what
the consequences will be if an EC does not follow the regulations, and who will have
criminal liability for an EC’s actions. The Swedish Energy Agency stated that the purpose
of ECs needs further investigation, as the EC appears to be an unclear concept subject to
multiple interpretations. The Energy Agency claimed that the Ei had interpreted the CEP’s
intentions for ECs restrictively. The Energy Agency also stated that it was unclear to what
extent ECs would be allowed to derogate from parts of existing or proposed legislation.
The Energy Agency cited several ambitious ongoing testbeds in Sweden whose existence
will be directly affected by how the directive is interpreted and the new law formulated.

Ostersund Municipality also discussed the vagueness of the law and found it unclear
what obligations and rights an EC will have and how ECs differ from actors already
established in the traditional energy system.

According to the Taxation Agency, the proposal hints that ECs might offer their
members below-market prices, which the agency said was not allowed. The agency stated
that ECs must charge market prices to their members, and that this needs to be clarified in
the Ei’s proposal.

The Court of Appeal in Jonkdping deemed the geographical restrictions on the REC too
vaguely defined, which could create application problems in the courts. The Court wanted
the geographical restrictions explained with examples in the constitutional commentaries.

5.2. ECs and Ownership of an Electricity Grid

The Ei suggestion that ECs would not be allowed to transmit electricity on behalf
of others or to own electricity grids was viewed in different ways. Six referral bodies
(i.e., Ljusdal Municipality, Swedenergy, TSO, independent electricity providers, Power
Circle, and Solar Commission) were generally in favor of this restriction. Swedenergy
and Power Circle saw a risk of the development of parallel grids if ECs were allowed
to own grids. Swedenergy also addressed the segregation rules and noted that it would
be problematic to maintain segregation if ECs could become DSOs and at the same time
be free to produce and trade electricity. However, Power Circle emphasized the need to
develop other solutions to enable ECs to share electricity.

In its report, the Ei proposed further investigation of non-concession grids (IKNs), and
many consultative bodies supported such an effort. Regional Energy Agencies Sweden,
together with Property Owners Sweden and HSB Sweden, wished for reconsideration
of the grid ownership matter after the IKN investigation had been conducted. Regional
Energy Agencies Sweden stated in its response that the ban on ECs owning grids would
mean that ECs would be subject to both electricity network fees and energy taxes. The
result would be less profit for EC members than if they were allowed to own grids and
transfer electricity on internal networks through IKNs, where the electricity could be
transferred without taxes and fees. Regional Energy Agencies Sweden also cited an official
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report of the Swedish government [48] proposing changes regarding IKN, which would
increase the opportunities for actors to own grids and engage in the production and trade
of electricity. Regional Energy Agencies Sweden believed this would be very relevant to
ECs, because it implies that it would be possible for ECs to own grids via IKNs in the
near future. Sharing electricity on internal networks would be more cost-effective for EC
members, so the Regional Energy Agencies requested that the possibility of ECs owning
grids be further discussed in relation to the abovementioned official government report.
Property Owners Sweden cited the same official report and stated that the suggested rules
on IKNs must also apply to ECs if ECs are to have any practical significance in the future.

Four bodies emphasized that it would be positive if ECs were allowed to easily use
virtual networks. HSB Sweden and the Solar Commission believed that for ECs, especially
CECs, to function robustly, the regulations had to be supplemented with regulations on
virtual electricity networks, as implemented in several other EU countries. Power Circle
noted that it is unclear whether the proposed legislation would enable or hinder virtual
networks. They emphasized that it was important that the government not prevent the
virtual sharing of electricity.

Sala Municipality and the NGO SERO disagreed with the ban on ECs owning grids
and believed that this would reduce the incentives to establish ECs. Sala Municipality
stated that forbidding grid ownership and not adapting the legislation concerning IKNs, in
combination with current tax legislation, removed major incentives to create ECs. They
stated that new business models should be explored in which, for example, ECs owned
the grid while a DSO maintained and controlled the network. SERO believed that the ban
on grid ownership was the result of lobbying by large incumbent companies and stated
simply that ECs should be allowed to own electricity grids.

5.3. Lack of Incentive Programs and Barrier Analysis

Eleven of the consultative bodies noted the lack of incentives for EC formation and
that it was unclear how citizens would benefit from getting involved in an EC. Six of them
demanded a tax reduction for ECs similar to the reduction offered to micro-producers
in Sweden. They also believed that it is problematic both for promoting ECs and for EC
cost-effectiveness that ECs will not benefit in the same way as micro-producers do (SEPA;
Sala municipality, HSB Sweden, Solar Commission, Solar Energy Association of Sweden,
SERO). HSB Sweden believed, for example, that CEC members should be able to act as
if they were investing in their own individual PVs. Thus, an EC should not be subject to
energy tax on electricity produced for its own use. The Solar Commission agreed with
this and said that an energy tax exemption for self-produced renewable electricity would
incentivize people to join a CEC.

SEPA stated that the Ei had conducted a poor barrier analysis and that the Ei proposal
was insufficient to promote and facilitate EC development. SEPA quoted the Ei report
where it states that the proposal would not entail any “significant advantages compared
with existing regulations” and that the Ei did not expect the EC, as a legal entity, to be
used to any great extent. Both SEPA and the Swedish Energy Agency believed that, given
this opinion on the part of the Ei, greater emphasis should have been placed on a barrier
analysis and on analyzing measures needed to promote ECs.

SKVP said it was clear that the Ei’s proposal had been developed only to satisfy the
requirements of the EU directives. SKVP did not see any suggestions that would make
it advantageous to initiate an EC. Sala Municipality agreed with this, stating that it was
unclear what the proposed legislation added to existing regulations, which cover the same
aspects as do the suggested regulations on ECs.

SEPA also requested an impact assessment of how the proposal would affect existing
energy cooperatives.
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5.4. Summary of the Main Issues Raised in the Consultancy Reports

Table 4 summarizes the main critical points raised and suggestions made in
the responses.

Table 4. The main critical points and suggestions made in the consultation reports.

Critical Points Suggestions Made
“Energy community” as a term is awkward in the Swedish Keep “cooperative” as a label for ECs as well
language
The suggested law on ECs is vague Further investigation of ECs is needed, particularly as
The new law will make no relevant changes to existing representing economic associations
regulations
ECs are not allowed to own grids, meaning that electricity Allow internal networks via IKNs, where electricity can be
cannot be shared on the electricity trading market and that grid  transferred without being subject to taxes and fees
fees and energy taxes must be paid Ensure that virtual sharing of electricity is possible

ECs will not have the same regulations as individual prosumers  ECs should be exempt from taxation the way individual

prosumers are
Introduce programs incentivizing EC formation

The proposal does not include medium-sized companies Clarify that ECs can also include medium-sized enterprises

Conduct a barrier analysis

6. Discussion

Earlier research has found that a conducive legal framework is important for ECs
to emerge. When comparing six EU countries and the numbers of ECs in them, the
lack of national regulations and national definitions of ECs was one factor affecting the
emergence of ECs in a country [20]. The implementation of the CEP will contribute to
national legal frameworks for ECs. Simultaneously, it is also important to acknowledge the
need for national adaptation and to develop local versions of ECs. How existing ECs and
community energy schemes have emerged differs within the EU [12], and an overly strict
definition risks excluding already developed variants. An inclusive definition would allow
“many flowers to bloom” [3], which would advance the expansion of ECs and promote
the flourishing of innovative business models. A vague definition, however, makes it
more difficult to target ECs with specific policy measures and support [17]. Thus, the
introduction of a new law on ECs in Sweden has its pros and cons.

With the new law, Sweden will have tailor-made policies for ECs, which is an impor-
tant first step in enabling them to emerge. The lack of tailor-made policies for ECs is as
mentioned an often-mentioned barrier [25,31]. Via the Ei’s proposal, a national definition
of the EC will be introduced in Sweden. How this definition relates to existing energy
actors and the development of energy cooperatives that have existed for many years in
Sweden [19] is, however, unclear. The relationship between existing cooperatives and the
new ECs has not been investigated, and how these different forms will affect each other’s
existence remains to be seen. The Ei was criticized for being vague and leaving too much
open to interpretation in the new law on ECs. There could, however, be advantages to
having flexibility in the concept, inviting many potential dimensions of ECs to emerge.
On the other hand, a shared definition could be attractive because it would make it easier
to communicate the idea of the EC and to encourage new ECs to form, which could be
important in Sweden where the EC is a relatively unknown concept.

According to the Ei proposal, the founders of an EC will need to decide whether
it should become a CEC or REC. PROSEU et al. [49] have issued guidance for Member
States when translating the CEP. This guidance recommends that CECs and RECs be
combined in one type of EC to avoid confusion and make it easier to explain this new
organizational form. This advice was not followed by the Ei, however, drawing criticism
from some referral bodies. Horstink et al. [16] discussed how regulating ECs would
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foster clarity and support, but would also require the formalization of initiatives, such as
decisions as to whether to become a CEC or REC. Horstink et al. [16] believed that such
formalization could hinder rather than stimulate the expansion of civic-inspired prosumer
initiatives. They claimed that it is important for Member States to be aware of this when
implementing the directives and to adapt regulations to avoid unnecessary bureaucracy.
This would lead to diverse interpretations and treatments of prosumers within the EU,
but that could have the benefit of advancing an inclusive, democratic, and faster energy
transition [16]. The Swedish choice to have both CEC and REC might then lead to confusion
and bureaucratization in the future.

6.1. The Ei Focuses on Ease Rather than Incentives

Bureaucratic, legislative, and administrative burdens are barriers often mentioned in
earlier research [16,25,32-35]. The Ei has noted this and discuss it in relation to other aspects
than the choice to keep both REC and CEC. In the enabling framework, it has emphasized
that it should be easy to start and run an EC. Low administrative burden is for example
the reasoning behind the choice of the economic association as the organizational form
and the prohibition on owning electricity grids. The complicated regulations surrounding
electricity distribution via grids would make it complicated to start an EC, according to the
Ei, running counter to the idea that ECs should be easy to establish and not entail a lot of
regulations and administration.

The incentivizing parts of the enabling framework, however, are neglected by the
Ei. Financing ECs and their projects is often seen as one of the biggest barriers to over-
come [33,36]. Earlier research has highlighted the importance of state funding, subsidy
mechanisms, and dedicated support programs for the development of ECs [25,31,43,50,51].
In particular, it seems difficult to secure funding in the early stage of an EC, when plans
are to be implemented. Although ECs need subsidies to start, this is not addressed in
the Ei report; rather, the Ei emphasizes that ECs will be active on the market under the
same conditions as any other actor. Several consultancy bodies were also critical of the
fact that ECs will have less favorable conditions than other micro-producers of electricity.
According to Horstink et al. [16], both subsidies and grants are critical enablers, while
their absence poses a critical barrier. Various support schemes have played crucial roles in
helping ECs become economically viable in many countries, and they can offset some of
the costs and risks of EC establishment [28].

Earlier research emphasizes the need for policymakers at all levels to help ECs
emerge [25,31,32,46]. The lack of ideas about a support structure for ECs in Sweden
can be a major barrier to the future emergence of ECs. Ruggiero et al. [24] have noted
that existing energy market regulations and policy instruments, in general, are largely
inadequate for supporting ECs. Studying Poland and Finland, they found discriminatory
taxes, inadequate metering regulations, slow building-permit issuance, and lack of grid
connection as examples of existing limitations. Wierling et al. [36] even discussed the
presence of a hostile institutional context as a barrier within the EU. The lack of ideas
about an enabling legal framework that includes simplified administrative and regulatory
requirements, lower levies and taxes, and subsidies for ECs in Sweden might also slow the
development of ECs.

6.2. Lack of Alternative Visions and Barrier Analysis

Ruggiero et al. [24] emphasized the need for alternative visions to guide and inspire
actors to establish ECs. Kooij et al. [46] discussed how political discourses can enable
EC formation. Their study found that Denmark had a beneficial political discourse em-
phasizing renewable energy, while the discourses in the Netherlands and Sweden were
barriers to grassroots initiatives. The Ei report lacks visions and inspiring imaginaries of
the future of ECs in Sweden. The Ei stated that it could see only limited EC influence on
the Swedish market, and this statement was criticized in the responses. Several referral
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bodies remarked that it was the duty of the Ei to create an enabling framework to promote
ECs on the Swedish market, but this mission seemed to have escaped the Ei.

A final element not included in the Ei proposal is, as mentioned by several consultancy
bodies, a thorough barrier analysis. This is especially germane when it comes to vulnerable
households. Considering existing energy cooperatives, these in theory have an open setup
so that all citizens can join, but in practice, this has not been the case. For example, in
Germany, more than 70% of energy cooperative members are male, with relatively higher
education and income. Lower-income people are especially underrepresented, due to the
need to have access to finance to take part in a renewable energy project [26]. In Germany,
an energy cooperative member usually needs to buy shares, and the average individual
cooperative share purchase amounts to EUR 3899 with an average required minimum
contribution of EUR 511 [26]. In Sweden, the price of purchasing a share in an existing solar
cooperative is EUR 85-1500. This is a barrier for low-income households, and financial
resources are often identified as a main barrier to participation in an EC [27-30]. The
situation for marginalized households is not dealt with by the Ei or in the responses by the
consultancy bodies. Analysis of the members of Swedish solar cooperatives indicate the
same membership structure as in Germany, as mentioned above. The Ei proposal will do
nothing to change this, despite many existing suggestions on how to deal with this barrier,
such as initiating cooperative banks, offering low-interest loans, or providing subsidies
targeting low-income groups [26].

To sum up, there were both positive and negative aspects identified in the proposal to
a new law on ECs. The positive aspects were that it would be a law on ECs and that, with
the suggestions proposed, it will be easy to start and run an EC. Critics were concerned
that the law was too vague, the relationship between existing cooperatives and the new
ECs were not clear, both CEC and REC are used instead of one term, there is a lack of
suggestions on supportive measures for ECs, ECs will have less favorable conditions than
other micro-producers of electricity, there is a lack of barrier analysis and visions and
inspiring imaginaries of a future of ECs, and finally, that the situation for marginalized
households was not dealt with in the proposal.

Parallel with the transposition of the CEP in Member States, ideas will emerge about
how to improve the CEP and how countries can translate the related directives in creative
ways. It is, therefore, important to continue to analyze the suggestions made in different
Member States and to scrutinize the comments in the consultancy reports to be able to
collect and share lessons learned and best practices.
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