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1. Research Purpose

With fast growing number of renewable energy power plants nationwide
in line with the government's energy transition policy, severe conflicts
involving its construction have became a serious social issue. The general
public acceptance of renewable energy is relatively high; however, the
acceptance of actual residents next the renewable energy power plant,
is remarkably low. The government has implemented incentive program
that supports additional REC weights to so called ‘resident-participated’
renewable energy power plants in order to increase local acceptance of
renewable energy. The basic idea is to induce actual residents directly
invest to the RE plants, and consequently to enhace their acceptance
by sharing the benefit from the plant operation. Benefit(or profit) sharing
system based on resident-participation is already mentioned in several
previous studies as an effective way to improve the acceptability of
renewable energy plants, and are actually used in advanced countries
such as Germany and Denmark. However, as Korea has yet to produce
any significant results, it is necessary to study the effective profit sharing
system to improve the capacity of renewable energy for domestic
conditions.

In the sense of major premise, energy transition, which pursues



‘regional’ energy system and economic revitalization, discussions on
benefit-sharing systems as a means of expanding renewable energy also
should be made based on regional needs, characteristics, and degree of
damage. Thus, it is necessary to expand the discussion to include
value-sharing or broad-minded profit-sharing, which covers social,
environmental and procedural views, away from the limitations of
previous discussions focusing solely on profit-sharing from economic and

financial perspectives.

2. Summary

The benefit sharing scheme is a compromise process in which a
community participates directly in the decision-making process for
renewable energy projects and determine by themselves how to operate
and use a benefit-sharing system. In order to increase local acceptance
of renewable energy, renewable energy projects should not be pushed
only by the national energy policy, but should be implemented within
the regional development strategy. In this study, we will discuss the
distributional and procedural justice in the establishment of a
profit-sharing system. And, we will consider ways to extend the share
of profits from the share of economic benefits to the share of valuable

benefits of revitalizing the local community.

The problem of local acceptance, which is a major obstacle in the

supply of new and renewable energy, is no exception in other countries.



Several local authorities or central governments have recently published
guidance on how to create profit-sharing schemes. We can find some
common facts after looking at the recently published guidance. First,
the distributional justice in the establishment of profit-sharing is
important, but the procedural justice must be firstly established. Second,
a clear definition of local residents involved in projects should be
accompanied. Third, the local community benefits provided by the
renewable energy are used to revitalize the local community by
implementing 'profit-sharing packages' based on the needs of local
community. Fourth, the operation of the profit-sharing package is
operated by the local community, but can be consulted by experts and
external organizations. And the operation must be fair, transparent and
systematic. Fifth, the profit-sharing package provided to the local
community is voluntary by developers, but it depends on the plans of
each country that the offer of the profit-sharing package affects the
acquisition of the project. Sixth, the role of local governments in building
a profit-sharing system is important. Renewable energy projects must
be merged with regional development plans as well as regional energy
policies to affect regional activations in order to vitalize the local
community.

We conducted a survey to investigate the perception on the energy
transition, acceptability, and factors to change types of profit sharing.
We were able to derive some implications from the survey. First,

residents around the (proposed) renewable plant need to improve their



perception of energy transition. To this end, the government should create
public hearings or various communication opportunities to provide
accurate and up-to-date information to residents around the renewable
energy plant. Second, incentives for electricity charges should be
provided to residents around the plant. The government should consider
giving incentives for electricity charges to local residents around the plant
if the fee is raised due to an increase in the supply of new and renewable
energy from the energy transition. Third, the government should provide
accurate information about the environmental impact of the deployment
of new and renewable energy to the residents of the relevant areas in
a transparent and fair process. Fourth, a measure should be taken to
avoid cash compensation when economic benefits from the developer
are given to the local community. Fifth, it was analyzed that job creation
and additional support could have the greatest impact on converting cash
compensation into an alternative village common use under the general
public selection survey. Sixth, it can be difficult for local residents to
accept alterantives if the developer or local government presents
alternative complex benefit-sharing sytema that will replace the cash
compensation. In particular, it will be necessary to establish a simple,
targeted profit sharing system in some area where there are many the

older generation.

3. Policy suggestions

Based on prior research and domestic and international examples and



the results of the profit-sharing preference survey, we would like to
suggest following three to implement an effective benefit sharing
mechanism and institutional improvements for enhancing the local
acceptance of renewable energy power plants.

The first is to overcome the limitations of the current resident
participation incentive system, which focuses only on economic
profit-sharing perspectives, and introduce a more diverse form of
profit-sharing incentive system. Previous studies show that various
profit-sharing types can be applied in relation to improving renewable
energy acceptance. However, the current incentive system in Korea is
designed to be applied only when residents directly invest in the forms
of equity, bonds, or funds. Such an incentive system is bound to be
limited in following two ways. One is that it takes into account only
economic factor among various factors such as environmental, procedural
and economic that impede acceptance. According to a survey of members
who contributed to the German Energy Cooperative, the biggest motive
for the investment was the supply of renewable energy and the creation
of value in the region. In other words, renewable energy -creates
meaningful value for the region, and directly participating in this series
of activities is enough motivation for the members. Thus, incentives
through residents' participation also suggest the need to be extended to
greater values, such as eco-friendly, sustainable and regional
value-creating, rather than limited to economic profit-sharing. The other

is that most in cases, the actual residents near the plants do not have



enough room for direct investment, which in reality is also less effective.

The purpose of the planned site system is to secure environmentality
and acceptability in the early stage, but no specific methodology has
been suggested for securing acceptability. This report presents alternative
plans for the village public recruitment system linking the multi-facility
assessment system. Based on the local energy plan, the local governments
set the capacity of planned input and demand for renewable energy
models and receive bids from the villages every year. When business
owners and villages(regions) submit appropriate compensation scale and
regional revitalization plans through consultation, the local governments
evaluate them and select a business village and grant REC incentives.
Similar types of auctions are being used in the RPS Fixed-Price
Contracts, which are already being implemented by the Korea Energy
Corporation. However, while 'RPS Fixed-Price Contract Competition'
does not reflect local revitalization due to low assessment, this report
suggests a valuation method focusing on regional revitalization rather
than on the size of compensation. The advantage of such an auction
is that not only can the renewable energy projects be carried out in areas
with high acceptability, but also the problem of developing renewable
energy, which is now a social problem due to the implementation of
projects in accordance with the planned capacity of local governments,
can be solved in a certain segment.

The last three present governance issues and financial support

measures between the central and local governments to ensure that the



two measures presented earlier are implemented smoothly. To introduce
the auction system of the planned site system, it was suggested that the
electric business law should be amended to transfer the right to permit
to local governments. In order to expand the distribution of renewable
energy, a distributed power source, as well as the electricity industry,
it is desirable to transfer the centralised authority and responsibilities
to the local governments. However, considering the current local
government's staffing structure and fiscal autonomy, this should be
pursued from a long-term perspective, and studies such as the optimal
incentive design among governance entities such as central government,
metropolitan government, and fundamental self-governing bodies will
also be needed. To induce private investment in a renewable energy
profit-sharing business model, it is proposed to ease investor conditions
so that the private sector unions with new and renewable projects can
become investors of private equity funds, and to reduce the mandatory

revenue reserve requirement from the current 30 per cent.
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2017. 69 7=
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Farms and estates

] (266 MW)

Other public sector
and charity (62
W)
Local Businesses
(77 M)
Local authori Housing
(120 WFW association (59
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31) https://www.gov.scot/Topics/Business-Industry/Energy/Energy-sources/19185/Communities
(WHAEF A 4: 2018.10.29.)
32) Leyla Usmani(2017, p.1)
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Increasing cormmunity involvement in decision making and ownership
Increasing risk and reward for communities

Z*: Emst & Young(2014, p.12)
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