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Kazakhstan:

First country to run auctions in
Central Asia; mobilized $1.5 billion
over several auctions rounds

USAID Auctions Assistance Map
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Mexico:
Three aactions that
mobilized $9B in investment,
of which > $1B were
awarded to U.S. firms.

India; ¢

ey A ’ auction program.
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What is a renewable energy auction?

Adapting the renewable energy auction design: design elements and country examples

Adapting the policy framework: examples
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An auction is a markebased allocation mechanism to
competitively procure renewable energy

Tariff

Volume of the bids = supply

Qualified bids are ranked from
lowest to highest price

v

I~
>

Volume of the auction = demand

Defined by the auctioneer/government Terminology
(e.g., as capgcity, energy, budget, grid dAuctiond, otender
capacity, project sites) procurement o wi

synonyms in this presentation.

6/10/2022 4



The auction matches the volume demanded with the most
competitive offers supplied

Tariff
A B Awarded bids
Non -awarded bids
Clearing 3 _
price Qualified bids are

awarded up to the
point where
renewable energy
supply meets
demand

Volume of the auction = demand

Defined by the auctioneer/government

(e.g., as capacity, energy, budget, grid
capacity, project sites)
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Auctions focused purely on price capture RE cost decline but
do not address issues around an inclusive energy transition

Tariff
A B Awarded bids
Non -awarded bids
Clearing
price

1 I~ >
« »

Volume of the auction = demand

Defined by the auctioneer/government

(e.g., as capacity, energy, budget, grid
capacity, project sites)

6/10/2022

Key trends

A 54.3 GW awarded via auctions
in 2021. By 2020, 116 countries
had held auctions.

A Auctions have captured RE cost
decreases and become a
powerful tool to scale up RE.

A Adoption of policy objectives
beyond price, e.g., enhancing
social impacts of awarded RE
projects



Auction design can help mitigate adverse and enhance
beneficial social impacts of awarded RE projects

How to adapt the RE

auction design?

M\

Conditions for
participation:
Use of project
development
requirements
(ESIA*, proof of
community engagement)

Quota or Bonus
for projects with
desirable social
impact attributes

Bid award
criteria: price +
desired social
attributes

Conditions for
participation:
Commitment to local
value creation / benefit
sharing / social inclusion

Penalties to back contract
performance condition

6/10/2022

*ESIA: Environmental and social impact assessment



ESIA and proof of community engagement represent
evidence of project development progress

How to adapt the RE

auction design?

/ _—

Conditions for - ESIA*: required in
participation: several countries.
Use of project - Mexico: Social Impact
development Assessment considered
(ES&J;T;T: g]} i)f - AusFraIia (state of g
community engagement) Victoria): evidence of

community engagement

N A

Adobe Stock
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Auction participation can also require commitment to social
inclusion, benefit-sharing, local value creation

How to adapt the RE

auction design?

——————————————————————————————————————————————————

Namibia: social
inclusion
requirements

Conditions for
participation:
Use of project

Conditions for
participation:
Commitment to local

development . o
'op value creation / benefit Turkey:
requirements
community engagement) engineers

Ireland, El Salvador:
% of revenue to
local community

(ESIA¥, proof of i sharing / social inclusion employment local

Adobe Stock
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Preferential quota or bonus increases likelihood that projects
with desirable social impact attributes win the auction

How to adapt the RE

auction design?

India (state of Punjab):
Quota or Bonus
for projects with quota of 50 MW for smaller

desirable social projects < 5 MW
impact attributes

Conditions for
participation:
Use of project

Conditions for
participation:
development Commitmgnt to local
requirements valu‘e creatlgn / bengﬁt

(ESIA%, proof of sharing / social inclusion

community engagement)

France: bonus paid on top
of auction price for local
financial participation in the
project

*ESIA: Environmental and social impact assessment
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Social impacts can be addressed both in price-only and multi-
criteria auctions

How to adapt the RE

auction design?

Malaysia: merit

Conditions for South Africa:

1 1
1 1
HLIOTS iti uota or Bonus ! Bid awar ; :
participation: Conditions for (fg ‘ ith ' cri d award IS multi-criteria |
. part|C|pat|0n. or projects wit h criteria: price + 3 h i
Use of project . . ) i X projects that i . .
develobment Commitment to local desirable social : desired social also use the land 70:30 split .
requireli‘nents value creation / benefit impact attributes ! attributes o o between price i
(ESIA*, proof of sharing / social inclusion : agriculture and ED criteria :
community engagement) _, G . Y S :

D . |

1 - g “ . . !

' Penalties to back contract South Africa: PPA*®* “termination !

1 performance condition points” for ED*¥* i

[ 1

! underperformance :

! 1

*ESIA: Environmental and social impact assessment

**PPA: Power Purchase Agreement
6/10/2022 *#*ED: Economic Development criteria in South Africa’s RE auctions 1!



A supportive policy framework enhances the effectiveness of
design elements supporting social impact objectives

How to adapt the

broader policy
framework?

Mexico: Recommendations to
increase the effectiveness of the
social impact evaluation

Define social impact regulation to
send clear signal !

to bidders on expected scope & |
community engagement requirementsi

___________________________________

___________________________________

Colombia: Multisector initiative Implement measures to facilitate !
for the province of Guajira compliance with regulation |

Chile, Australia (state of Victoria): ~ ,~--27=C R R .
best practice guides on Auction Working Group with

participatory and community i dedicated workstream engaging with

. representatives of local communities !
engagement and benefit-sharing, .- -T- - o T !

respectively.
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Summary of RE auction design and policy framework
measures

Uler 2o el e AT T2 G HIE

broader policy

auction design? )
framework!?

‘/I\> Define social impact regulation to

send clear signal '

Conditions for Conditions for Quota or Bonus Bid award to bidfjers on expected scope & i
Use of project participation: for projects with  criteria: price+ COMMunity engagement requirements
develogmént Commitment to local desirable social desired social P =
requirements va|u‘e creation / benejﬁt impact attributes attributes :Implement local value and beneflt-:
(ESIA¥, proof of sharing / social inclusion ] sharing measures :

___________________________________

community engagement)
Implement measures to facilitate

Penalties to back contract compliance with regulation

performance condition
Auction Working Group with

dedicated workstream engaging with

representatives of local communities

*ESIA: Environmental and social impact assessment
6/10/2022 13



Thank you!

Guide on how to adapt RE auction design to address social impacts:
https://www.usaid.gov/energy/auctions/social-impacts

Please visit and share the Renewable Energy Auctions Toolkit:
https://www.usaid.gov/energy/auctions



https://www.usaid.gov/energy/auctions/social-impacts
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