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INTRODUCTION

Climate change is the biggest challenge of our times and an opportunity to completely transform our economy
and our societies.

The role of cities in climate change is huge. Cities are home to about 54% of the global population, they
consume about 70% of energy and produce about 75% of GHG (greenhouse gas) emissions. By 2050, up to
68% of the global population will live in urban areas, which means that resource consumption in these areas
will also increase.

Yet, in addition to cities representing a huge consumption of resources, they are also a very sustainable
invention. People live and work nearby which allows sustainable mobility, shorter travel from home to work,
smaller homes with lower electricity consumption. Therefore, urban environments, if their population density
is properly distributed, are more sustainable than suburban settlements.

Therefore, Cities and Municipalities represent the perfect stage for the energy transition. They possess the
incredible potential to empower the daily lives of citizens through the energy transition. And, it's a two-way
street, Cities and Municipalities are often committed to higher targets than their national governments in
terms of renewable energy, and climate change mitigation.

The European Climate Law writes into law the goal set out in the European Green Deal for Europe’s economy
and society to become climate-neutral by 2050. It sets the intermediate target of reducing net greenhouse
gas emissions by at least 55% by 2030, compared to 1990 levels and a legally binding target of net zero
greenhouse gas emissions by 2050. The EU Institutions and the Member States are bound to take the
necessary measures at EU and national level to meet the target, taking into account the importance of
promoting fairness and solidarity among Member States.

Climate neutrality by 2050 means achieving net zero greenhouse gas emissions for EU countries as a whole,
mainly by cutting emissions, investing in green technologies and protecting the natural environment.

Nearly, at the same time, the European Union institutions concluded the final legislative files for the Clean
Energy for All Europeans Legislative Package (CEP), a legal framework that will help the EU meet its 2030
climate and energy objectives. The framework has created the space to implement alternative strategies
needed to rise to the challenge, while creating the necessary space for a strong shift in the role of citizens
from passive consumers to active participants in the energy transition.

With the introduction of the Citizen Energy Community (Electricity Directive) and Renewable Energy
Community (Renewable Energy Directive), the EU legislator created an important levy to include Europeans
in the energy transition not only as consumers, but also as citizens.
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The Covenant of Mayors already demonstrated the commitment of local authorities to support local energy
transition planning. By giving citizens an equal seat at the table, the new Clean Energy Package enables local
actors to bring this existing movement to the next level.

For the first time the European Union is recognising and acknowledging the tremendous potential that lies in
empowering citizens as active participants in the energy sector. By giving citizens an equal seat at the table,
communities have a better chance of responding to the climate emergency - not only in terms of increasing
the penetration of renewables and reducing energy consumption through an economically viable model, but
also in providing a governance model that will foster healthy and resilient societies in the light of the climate
impacts and related societal challenges.
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CURRENT STATE OF AFFAIRS

LEGISLATIVE FRAMEWORK IN CROATIA

Development of energy and climate related strategic documents on national level in Croatia is in line with the
EU propositions.

Energy Development Strategy 2030 was adopted by the Croatian Parliament in February 2020. Climate change
Adaptation Strategy 2040 with a view towards 2070 in April 2020. The National Development Strategy 2030,
bringing four development directions, third one being the "Green and digital transition' with strategic goal
number 8: “Ecological and energy transition for climate neutrality” and one of the priority areas “Energy self-
sufficiency and the transition to clean energy” was adopted by the Croatian Parliament in February 2021.

The Low-carbon development strategy 2030 with a view towards 2050 was adopted by the Croatian
Parliament in June 2021. Strategic objectives of the Low Carbon Strategy include achieving sustainable
development based on a low-carbon economy and resource efficiency. The path taken by the low-carbon
strategy will lead to economic growth with lower energy consumption and more use of renewable energy
sources. The Low-carbon strategy aims to reduce emissions by 80% by 2050 compared to 1990. The Integrated
National Energy and Climate Plan of Croatia, INECP, dates from December 2019. It gives an overview of the
current energy system and the situation in the field of energy and climate policy.

Following up on the latest updates regarding the 2021-2030 National Energy and Climate Plan of Croatia
update, Croatia wants to cut its CO, emissions by 45% by 2030 and to abandon coal by 2033. But the transition
to a low-carbon economy won’t be easy, requiring major investments in new energy infrastructure and
increased renewable energy resources.

The national strategy aims at a 36,4% share for renewable energy by 2030 and significant investment across
the energy sector, including hydropower, wind farms, solar photovoltaic plants, and hydrogen energy.

GENERAL CONDITIONS, OBSTACLES, GAPS

In Croatia, renewables are developed almost entirely by companies and with minimal engagement from
citizens and the local community. Public interest in RES is quite strong, but citizens’ participation is mostly
limited to rooftop solar power, and cumulative installed solar power accounts for only 10% of all RES in Croatia.
Although minor changes have become notable, there still is a widespread and deeply rooted belief that citizens
are only final energy consumers without any proactive attitude. This leads to a fact that most Croatian citizens
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are passive bystanders in the energy market and system, while local resources are utilized by foreign
investors. Despite the high potential of renewable energy sources, especially solar, the energy dependency of
the country is high —about 53% of energy consumption is covered from imports.

Small scale solar for households is mostly highly reliant on annual government subsidies for solar energy that
means that without public money support there would, hardly, be any investment into solar energy - despite
the high potential of solar energy and relatively attractive period of investment return (6-10 years on average).
Furthermore, government subsidies create market distortion with market actors using the opportunities to
increase the market costs of their services.

On top of everything, complexity and time consuming of the existing legal procedures tend to discourage
citizens on their path of becoming proactive participants (prosumers) within the energy market and energy
transition itself.

REGION OF ISTRIA - CURRENT STATE OF ENERGY PRODUCTION

According to the available data from February 2023, the total installed capacity of electricity production
facilities in the Region of Istria is 231,35 MW, 6,1% of which referring to the installed capacity of photovoltaic
power plants; 0,11% to the small Letaj hydroelectric power plant, while the largest share, that of 93,79% refers
to the coal powered thermal power plant Plomin 2.

Although the Plomin 2 thermal power plant meets the total demand of the Istrian peninsula with its
production, the problem occurs with the peak load, which can reach 250 MW during the Summer months.

On the other hand, although the population, according to the 2021 census, decreased by almost 6% compared
to 2011, electricity consumption in the Region of Istria is constantly increasing. Compared to 2021, when the
consumption of electricity in the Region of Istria was 1.247 GWh, in 2022, a 6,4% increase was noted, resulting
with a total consumption of 1.327 GWh.

Taking into account the planned closure of the Plomin 2 thermal power plant in 2033, the constant increase
in electricity consumption and European climate and energy goals, the increase of renewables as well as the
use of solar energy must become a regional priority.
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POREC SUNNY OFFICE REGIONAL ROUND TABLE

Achieving climate neutrality by 2050, means that the European Union needs to make a radical shift towards
renewable energy. We cannot expect current energy producers to completely exit fossil fuels. More than that,
technically it would not make any sense. The aim of going 100% renewables needs to be paired with a deep
transformation of the energy system whereby energy generation and distribution become largely
decentralised.

On the other hand, with the European energy and climate policy goals becoming more and more ambitious
every year, it is becoming more and more obvious that the energy transition is largely happening at local level,
“in our backyards” and “on our doorsteps’”’ and once again, Cities and Municipalities are the ones that will
have to take on the challenge and play a key role in it.

Zero-emissions energy generation and the desire of people to be active consumers (prosumers) as well as the
need for renewables to be generated locally and consumed in proximity, recognizes Cities and Municipalities
as the “drivers” of the desired change.

So, the obvious question to be answered within the Regional round table, which gathered over 20
representatives from 12 Istrian Cities and Municipalities, together with the representatives of Region of Istria,
Istrian Regional Energy Agency (IRENA), Istrian Regional Coordinator for European Programs and Funds
(AURORA), Green energy cooperative (ZEZ), Town of Poreé-Parenzo and Municipal company Parentium L.t.d.,
was:

What can Cities and Municipalities do to encourage and accelerate the development of renewable energy
projects in their area?

REGIONAL ROUND TABLE DISCUSSION / CONCLUSIONS

» National government authorities play an important role in removing barriers by simplifying procedures in
general and they need to do so.

» Energy market in Croatia is centralized. Croatian Power Utility (HEP) - HEP Group still has a factual
monopoly in transmission, distribution and sale of electricity. Procedures for obtaining an electricity
“prosumer”’ status are very complex and time consuming (they can take up to two years) which often acts
as a discouraging factor and it is something that has to be changed on all levels (national/regional/local).
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» Development of photovoltaic/solar systems within the area of Istrian Cities and Municipalities needs a
systematic approach. Due to the fact that all Cities and Municipalities (especially the ones smaller in size
and population) have quite limited budgets, good preparation and high quality planning is crucial. It is
important for the representatives of the Cities and Municipalities to understand the concept of long term
energy and climate visions and not to implement project proposals because of appealing co-funding and
“positive publicity” but to implement project proposals that are in line with strategic documents and
action plans and in line with the actual (specific) needs of the Cities, Municipalities and their citizens.

» When talking about investments in photovoltaic/solar systems on publicly owned facilities, it is necessary
to conduct analysis and prioritize investments within investment ranking plans which will (based on the
total costs of the investments and their return period) determine priority investments. By defining such
lists of priority investments, the representatives of Local government units determine the optimal nominal
power of the photovoltaic plant for each individual object, identifying the amount of the investment value,
taking into account the internal rate of return of the project, the net present value of the investment and
the discounted investment return period. This process should be followed by creation of technical
documentation for the high priority projects, assuring for the Local government units to have all the
necessary documentation to apply to available sources of co-financing (national or provided by EU
programs).

» Cities and Municipalities can encourage and accelerate the development of photovoltaic/solar systems
among citizens by introducing various models with subsidies which will provide their citizens with financial
funds for the realization of PV/solar projects. However, in order to positively affect the trend of small scale
solar for households not to be highly reliant on subsidies, despite the high potential of solar energy and
relatively attractive period of investment return, Cities and Municipalities should emphasize the
implementation of “soft” measures. Soft measures imply the education of citizens on solar energy and
their role within the energy market and energy transition in general. This kind of approach is necessary to
“prepare the grounds” for future establishment of energy communities and can provide a clear vision and
guidance that raise the community’s appetite to increase in citizen driven solar energy.
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POLICY RECOMMENDATIONS FOR LOCAL GOVERNMENT UNITS

In order to encourage and accelerate the deployment of renewable energy projects in their area, Local
government units (LGUs) must:

» reinforce human capacities, invest in their education and expertise so that they gain skilled staff

» establish a clear vision about their energy and climate goals, at least for the period until 2030

» due to the fact that Istrian Cities (10 in total) and Municipalities (31 in total) are rather small (the entire
Region of Istria has 195.237 inhabitants) they need to collaborate more on setting joint goals and
priorities, develop joint project proposals and undertake joint actions

» plan ahead their project investments in a way which foresees applying to available national/EU funds
and programs

» improve communication channels between City/Municipality experts and the decision makers

» make it a priority to establish models for educating and empowering citizens as active participants in
the energy market

» take on an active role of facilitators within the energy transition and provide support and assistance
to their citizens, both in the solarization process and in energy transition itself, so that together they
can reach the common goal of living in green and sustainable cities
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APPENDIX I.
PHOTO DOCUMENTATION

Regional round table
What can Cities and Municipalities do to encourage and accelerate the development of renewable energy
projects in their area?
Pore&-Parenzo, June, 05" 2023.
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Participants of the Regional round table with Mr. Ugo Musizza, deputy Mayor of Town of Porec-Parenzo

Participants of the Regional workshop during the Regional round table
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APPENDIX Il
SIGNATURE LIST

Regional round table
What can Cities and Municipalities do to encourage and accelerate the development of renewable energy
projects in their area?
Pore&-Parenzo, June, 05t 2023.
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