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Reinvesting In Your Community

A Fair Energy Deal for Scotland:
Proposal for A National Community Wealth Fund for Scotland

Background

In March 2024 in our Fair Energy Deal for Scotland document we called for more of the vast financial gains being
generated from our natural resources of wind, water and sun to be captured and retained in Scotland and shared
equitably and fairly across all our communities.

In pursuit of that aim we called for:
e Aroadmap of support to accelerate growth in the community energy sector
o Atenfold increase in 100% community-owned renewables in Scotland to 1,000MW (i.e. 1GW) by 2030
e Ashort life working group to be created to address opportunities and challenges arising from repowering
e Acredible system to enable communities to take up shared ownership of privately-owned renewable assets
e Mandatory reporting on community benefits for all privately-owned renewable schemes
e Anurgent update of the Scottish Government’s Good Practice Principles for Community Benefits
e Creation of a new Scottish Community Wealth Fund, financed from revenue raised from energy
generation, supply and infrastructure.

This is one of a series of more detailed papers setting out the practical steps by which these goals can be achieved
and calling on government, communities and industry work together to deliver the full potential of community
energy in Scotland. This paper sets out the proposal for a National Community Wealth Fund for Scotland.

Introduction

The natural capital assets of Scotland should be utilised to deliver long term transformational benefit for the people
and communities of Scotland via the creation of a National Community Wealth Fund.

This would be a new source of funding to ensure all of Scotland’s communities can benefit from the renewables
revolution. Taking a legacy funding approach, it would be funded through the planned community benefit
contributions from developers leading Scotland’s renewables upgrade to meet Net Zero — offshore wind (and other
offshore renewables), transmission grid upgrades, and onshore renewables.

It could be seeded by the new community wealth strand of the Dormant Assets fund and would make long term
investments in the economic, social and human resources of Scotland’s communities and community organisations.

It will build both a sovereign wealth legacy fund and also provide long term independent revenue generating
investments for local communities that build their sustainability, allow them to deliver more and reduce their
dependence on public finance. Our approach is both hyper local — continuing to recognise the direct impact that
Scotland’s journey to Net Zero has on certain communities. And it would be national — recognising the contribution


https://communityenergyscotland.org.uk/scottish-communities-could-benefit-from-170m-a-year-from-renewable-energy/

that all consumers in communities across Scotland are making via energy payments to Scotland’s journey to Net
Zero.

It would scale up the tried and tested model of community empowerment and agency, to build local ownership of

revenue generating assets - land, buildings or renewables investments. The mainstreamed asset lock model would
ensure the investments are held in local democratic ownership in the long term and all receipts are utilised to build
local community wealth.

The National Community Wealth Fund (NCWF) would contribute explicitly to the realisation of the following Scottish
Government policy objectives:

e Building community wealth through the acquisition and development by communities of revenue generating
assets, the income from which is used to further local sustainable development

e Enabling communities to scale up their contribution to climate mitigation and adaption measures.

e Give communities financial independence to meet their own needs via the creation of legacy funds.

e Facilitating greater diversity in landownership, including more community ownership

e Enabling a just transition through the climate emergency and out of the Covid 19 pandemic, ensuring that
the benefits of transition and realisation of Net Zero are shared equitably across all communities in Scotland

e The progressive realisation of economic, social, cultural and environmental human rights (e.g., housing,
food, employment, good health and a clean environment)

e Greater social justice and equity in building sustainable wealth at the local level.

e Sustainable place making, including strengthening local community anchor organisations and enabling
greater subsidiarity of decision making to the local level

e Strengthening locally designed and delivered services

e Supporting community-led urban regeneration, including the acquisition and redevelopment of vacant and
derelict urban and rural land and the creation of local economic activities and job creation opportunities.

e Repopulating rural communities in Scotland

e Creating dynamic new partnerships between the public and community sectors to deliver the above

The Fund would build long term legacy wealth that is replenishable via reinvestment and loan repayment,
recognising this as a unique once in a lifetime opportunity. It would reflect lessons learned from the fossil fuels
revolution and onshore wind projects.

Our proposal has three strands:

1. The first strand would prioritise those communities directly visually or physically impacted by renewables
developments, including communities along the lines of transmission upgrades. This strand might be
implemented directly by developers engaging with and coming to arrangements with impacted
communities, or they might choose to contribute this sum to the Fund, in which case it would be
ringfenced/prioritised for the communities affected.

2. A percentage that will be invested for the long term, building a legacy fund that will remain long past the
lifetime of current community benefits.

3. The final strand will be dispersed annually on a national basis for all communities across Scotland to ensure
the benefits of the renewables revolution is spread nationally.

This approach ensures that communities that are directly impacted by developments contributing to Scotland’s
journey to Net Zero will continue to receive benefits. It also ensures that everyone across Scotland, all of whom are
contributing to the Net Zero journey via energy payments, will also have the opportunity to benefit longer term.

An independent funding Board should be appointed through the Public Appointments process, and may comprise
community representatives, COSLA, fund management expertise and financial experts. Fund priorities could reflect

SG priorities but with individual decision making delegated to the Fund Board.

This approach would enable community wealth to be built from the bottom up for the future benefit of all of
Scotland. Use of the Fund in this way should be seen as an investment in the future wealth of Scotland, (rather than
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a grant to a community.) It will help secure Scotland’s land and land-based assets within locally democratically
accountable organisations who will use the wealth generated to support community empowerment and resilience.

The resources and revenue will stay with the people of Scotland.

National Community Wealth Fund (NCWF)- the Model
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The main objective of the National Community Wealth Fund is to make it easier for communities to access finance to
build long term wealth creation legacies.

It would be a fund to which bids from communities would be received for either full or partial grants or affordable
finance, the format of which could vary (repayable investment/blended investment/bridging loans/loan guarantees
etc) depending on the economic circumstances of communities and the business model of their proposed scheme.

There is compelling evidence that many community groups are already playing a leading role in building community
wealth through ownership of land, property and natural assets, such as renewables, affordable housing, high street
renewal or carbon assets®. Related community led initiatives have included the provision of affordable housing, fuel
poverty alleviation or environmental education, provision of much needed services e.g. operating shops/post offices
where there is market failure due to geographical remoteness or fixed income areas and also providing employment
and training opportunities.

The envisaged National Community Wealth Fund offers the prospect of a step change in approach to facilitating
community empowerment by enabling a new proactive approach to speed and scale of land and land-based asset
acquisition and development, together with potentially new models of governance that make the best use of the
skills and experience that exists in the public and community sectors.

1 Community Land Scotland. (2020). Community Landowners and the Climate Emergency. [www.
communitylandscotland.org.uk/2021/03/new-report-reveals-leading-role-played-by-community-landowners- in-tackling-the-
climate-emergency/]
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Fund income

Income from the Dormant Assets Fund, which will be devolved to Scotland, would be used to initially capitalise the
fund. This may in turn leverage in additional funds.

Further income to the fund would principally come from community benefits payments from planned offshore wind
and transmission upgrade developments. However, new or repowering onshore renewables could also contribute if
developers and communities agree. Existing community benefit payments — or a proportion of them - could migrate
to the Fund over time if agreed by the contracting parties.

The overall contribution made by developers of offshore (and onshore) developments would of necessity be a
national discussion between Scottish Government, developers and representatives of the community sector and
could be based on £ per MWh as is currently recommended for onshore renewable energy developments in the
Scottish Government’s Good Practice Principles, or as a percentage of turnover. Turnover contributions could have
a base ‘rent’ plus profit to ensure risks are shared between developer, Scottish Government and the community. A
base rent plus profit would need to be calculated based on a higher overall contribution than a £per MWH or
standard turnover — reflecting the risks to guaranteed income.

In terms of transmission infrastructure, the contribution could be made per km or in relation to the size and cost of
the installations. Inclusion of transmission infrastructure into the National Wealth Fund would create long term
sustainable income for communities, instead of time-limited reductions in fuel bills regardless of household income,
and/or payments for one-off projects., neither of which is good practice in terms of community benefits.

Fund management and distribution

An Independent Funding Board would be established and could include community representation, COSLA
representation, fund distribution expertise and financial investment expertise. Three year funding strategies would
be agreed by the board to ensure fund priorities reflected the prevailing Scottish Government policy agenda and
local community needs.

The Fund would be allocated under three strands

1. Local community benefit funds. Where a developer chooses not to directly engage with and distribute their
own community benefit funds directly to impacted local groups, a percentage of that developer’s total
contribution to the Wealth Fund would be directed to those communities directly impacted by the
developments. This would ensure local acknowledgment of the funds and developers and ensure directly
impacted communities were prioritised for distribution. It would recognise the contribution these
communities are making to Scotland’s journey to Net Zero. This could include a specific allocation per
community or a prioritisation mechanism for those communities that can demonstrate impact. Funds would
be used to support properly constituted community organisations to support local development. These
funds could also be used to support those communities to buy long term revenue generating assets that
would underpin the financial sustainability of the community organisations and the services they deliver.

2. National community benefit funds. These would be available to any community across Scotland where a
properly constituted community organisation wishes to buy long term revenue generating assets that
would underpin the financial sustainability of the community organisations and the services they deliver.
This strand would ensure that the renewables revolution in Scotland serves the common good and achieves
a just transition. As Ofgem funding arrangements require that all consumers bear a share of the cost of the
renewables revolution, this would ensure all consumers across Scotland also have the opportunity to benefit
from this transition to greener energy via funding for community owned long term revenue generation
projects.

3. Alegacy fund that would be invested to provide long term income for the Fund beyond the lifespan of the
individual community benefit schemes. Annual income from the legacy Fund investments could be
reinvested back into the Fund or used to top up Strands 1 or 2 above. Equally it could be used to smooth
income disparities between years.

Proposal for a Community Wealth Fund June 2024



A critical approach for the Fund would be to ensure alignment and complementary / leverage with other funding
mechanisms such as the Scottish National Investment Bank and Scottish Land Fund.

Strands 1 and 2 could be delivered via contract by existing specialist fund distribution mechanisms such as the
National Lottery Communities Fund, Foundation Scotland, Inspiring Scotland, the regional Development agencies etc
or by another appropriate organisation with relevant experience in community development and fund management

Fund eligibility

It is suggested that eligible applicants should be properly constituted community organisations as these contain
appropriate asset lock and governance mechanisms to protect investments in the long term. They also have local
credibility and reach. They also understand the needs of local communities, ensuring this is a bottom up approach to
addressing need.

It is important that some of the Fund is open to communities across urban, rural and semi-urban/semi-rural
Scotland, all of whom contribute to Scotland’s Net Zero journey through bill payments. The needs of urban
communities may differ, but their remoteness from the assets generating the revenues in this context should not be
a barrier to them benefiting from a Fund of this nature. In important respects, urban communities can be doubly
disadvantaged; their need can be greater but revenue opportunities of this nature (and renewables developer
contributions) rarely occur in the urban context. The concept of an economically disadvantaged community in, for
example, Glasgow, receiving investment from a share in the revenues of an offshore windfarm is a strong one, and
would demonstrate the ability of Scotland to use all of the nation’s natural resources to benefit all of its people in
socially and economically progressive ways.

What would a long term revenue generating asset look like?

The NCWF would be designed to support communities of place to acquire or develop revenue generating assets that
create legacy funds — which could be include land, buildings, natural capital investments or renewables investments.
The key criteria would be that a financial return can be secured from the investment to support the work of the
community organisation in the future. Additional criteria could include local social, environmental or other
economic benefit.
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