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ABSTRACT In Korea, various community investment renewable project models are being implemented to increase community
acceptance of renewable energy. An important factor for enhancing local acceptance is that renewable energy projects have a positive
effect on revitalizing the local economy such as income increase or job creation for residents and local companies. To maximize the
local economic effect of large-scale community investment renewable energy projects, this study developed an evaluation index for
local economy activation, whose indicators are the local return on investment, local companies’ participation, local job creation,
regional cooperation, transparency, and governance. Analysis of existing evaluation indicators and current renewable projects,
financial analysis, and expert interviews were used in this research. The pilot evaluation determined that, the local economic effect
was high in the following order: a fund investment wind project (Gangwon), benefit-sharing wind project (Jeju), and general wind
project. In particular, residents' investment amount, the number of participating residents, and the amount and transparency of the
regional cooperation fund were key factors to expand the effect of local economy activation. This evaluation index could be used in
public bidding for renewable energy projects such as offshore wind zoning areas of local government.

Key words Renewable energy(A] A4 | 4 A]), Local economy(*] & 7 A]), Community investment(3=512}o]), Evaluation index(%
7} %), Community acceptance(=71>-84J), Benefit sharing(©| 2] 3--5)

Subscript REC : renewable energy certificate

. . . SPC : special purpose compan
EPC : engineering, procurement, and construction P puip pany

O&M : operation and maintenance
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Table 1. Review of evaluation index for public offerings for renewable energy projects related to the local economy

Projects

Evaluation indicators related to the local economy

Saemangeum solar power
project Zone 1
(Out of 100)

Resident investment (duty)
— More than 10% of resident investment (bond type)
Project execution plan evaluation (20 points)
— Construction participation rate of local companies (7 points)
— Regional economy activation plan (local contents, manpower recruitment, etc.) (7 points)
— Appropriateness of system interconnection and civil complaint resolution (6 points)
Additional points (5 points)
— Contribution to the local community (evaluation within the construction period)

Saemangeum solar power
project Zone 3
(Out of 100)

Resident investment (duty)
— More than 10% of resident investment (bond type)
Economic evaluation (10 points)
— Evaluation of EPC participation rate of local companies (10 points)
Evaluation of operation and completion plan of solar power plant (5 points)
— Local economy activation plan (realization of social value, local contents, manpower recruitment,
and local cooperation plan, etc.) (5 points)

Saemangeum solar power
project Zone 2
(Out of 100)

Resident investment (duty)
— Within 80% of resident investment (bond or fund type)
Quantitative evaluation (10 points)
— Evaluation of EPC participation rate of local companies (10 points)
Qualitative evaluation (70 points)
— Local economy activation (reliability and suitability of local economy activation plan, use of
local construction companies and equipment, manpower recruitment, etc.) (20 points)
— Understanding of regional—led projects (15 points)
— Citizen participation plan (Citizen participation rate, profit rate, citizen participation detailed
action plan) (35 points)
Regional contribution (3 additional points)
— Preferential treatment for corporations subject to local tax

Offshore wind power
auction in Japan
(Out of 240)

Economic ripple effect (10 points)
— Regional economy ripple effect (10 points)

Regional coordination (20 points)
— Coordination performance with the heads of related administrative agencies (10 points)
— Possibility of cooperation and symbiosis with neighboring routes and fishing (10 points)

Renewable energy projects
auction in South Africa
(Out of 100)

Socio—economic development (30 points)
— Job creation (25%)
— Local content (25%)
— Ownership (15%)
— Socio—economic development (15%)
— Preferential procurement (10%)
— Management control (5%)
— Corporate development (5%)

Offshore wind power
auction in Taiwan
(Out of 100)

Engineering design capability (20 points)

— Engineering design and procurement plan (including local participation plan, if any)

— Construction and installation plan (including local participation plan, if any)
Operations and maintenance capability (15 points)

— Local industry development plan

— Operation and maintenance plan (including local participation plan, if any)
Connection to Taiwanese Financial institution (10 points)

— Local financial institution participation (more than 20%) (10 points)

Source: Saemangeum Development Corporation (2019); Gunsan—si (2019); Saemangeum Development Corporation (2020); Japan
METI (2019); IRENA (2019); Jones Day (2018)
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Table 2. Evaluation criteria related to the local economy for Saemangeum solar power project Zone 1

Element Division Evaluation criteria
Resident investment Duty More than 10% of resident investment (bond type)
Constructi
" gns Euc 102 ¢ Evaluati 10 points (over 40% of the joint supply and demand ratio), 8 points (35% to 40%), 7 points
articipation rate o aluation
particib : (30% to 35%), 6 points (25% to 30%), 5 points (15% to 25%)
local companies
o Score by evaluation item x weight (%)*
Qualitative . w . . . .
aluati Evaluation *Relative evaluation (weight): A grade (100%), B grade (80%), C grade (60%), D grade (40%),
evaluation
E grade (20%)
Recommended to use at least 50% of the delivery rate for equipment and materials
Local contents Recommend L.
companies in Jeollabuk—do
Self—evaluation of evaluation member
*Example = investment scale (maximum 3 points) + feasibility and rationality of
. Evaluation investment plan (maximum 2 points)
Community L. K e . e s . 1
cributi (additional — Investment scale: over 2 billion (3 points), 1 billion to 2 billion (2 points), 500 million
contribution
points) to 1 billion (1 point), less than 500 million (0 points)
— Feasibility and rationality of investment plan: excellent (2 points), good (1.5 points),
fair (1 point), poor (0.5 points), very poor (O points)

Source: Saemangeum Development Corporation (2019)
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Table 3. Comparison of local economic indicators by evaluation index cases

_ Saemangeum Saemangeum Saemangeum | Offshore wi.nd engregnyevg?ggcts Offshore wi_nd
Indicators sqlar power sqlar power sqlar power pO\_Ner auction auction in po_wer guctlon
project Zone 1 | project Zone 3 | project Zone 2 in Japan South Africa in Taiwan
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Table 4. Evaluation index of local economy effect for large—scale renewable projects

o| X|HZEHN st BUIKIE 7Y S

Criteria
Element (points) Description Points Evaluation - o1 oriteri
standard ifferential criteria
Ratio of resident investment amount to total 20% or more .
. 20 2 points per 5%
Local return on project expense (%) perfect score
investment Ratio of the number of participating residents 10% or more
(30 points) to the number of residents of the local 10 N 1 point per 1%
perfect score
government (%)
EPC participation rate of local companies (%) 40% or more )
. . 10 2 points per 10%
, (excluding equipment costs) perfect score
Local companies 50% or more
0
participation® Value of local content spending (%) 10 1 point per 1%
. perfect score
(80 points)
40%
O&M participation rate of local companies (%) 10 o OF tore 2 points per 5%
perfect score
Local job creation Local labor cost ratio to total labor cost 40% or more .
. 20 2 points per 5%
(20 points) (man—days) (%) perfect score
. Amount of benefit sharing fund to project cost 5 5% or more 1 voint per 1%
Regional (investment scale) (%) perfect score PO per 27
cooperation
(10 points) Implementation plan and feasibility of regional 5 Qualitative | Annual plan and feasibility of
cooperation plans evaluation | regional cooperation plan**
Discl f f
Transparency Transparency in power plant operation and Qualitative %SC osure o pr_OgreSS ©
] . . 10 . regional cooperation plans /
(10 points) regional cooperation plans evaluation i
external audit
Public Participation i
Governance t/publi rati 5 Qualitative busi tefar 1;1;:\ fn m
Local government,/public cooperation usiness, rent, brokerage
(5 additional points) £0 P e (additional) | evaluation o 0. ‘CTage,
cooperation for licensing, etc,
Total 100

* The “local company’ refers to a company who registers a business type for constructing general construction in accordance with
the "Framework Act on the Construction Industry), or has a license for the electric construction business in accordance with
the Electrical Construction Business Act), and conducts business activities with a head office or main business place in the
metropolitan local government where the renewable project is conducted, It means a person who has a business place and
conducts business activities, At this time, the main business place refers to a business place with sales exceeding 50% of total

sales,

** Highly evaluated when long—term local cooperation measures such as the establishment of a new regional corporation and
attracting factories or branches are included, (Examples of regional cooperation measures: Community fund, in—kind benefits,
energy price reduction, scholarship support, regional infrastructure development, regional institutional capacity building,

technology training, and environmental improvement, etc.)

Source: Own analysis
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Table 5. Example of evaluation by each sector (quantitative

evaluation)

b e ) Score

20% or more 20

15% or more and less than 20% 18

10% or more and less than15% 16

5% or more and less than 10% 14

More than 0% and less than 5% 12

0% 0

Total Evaluation Score = > (Score by element)

Source: Own analysis
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Table 6. Evaluation of local economy impacts in large—scale renewable projects

Fund investment wind | Benefit sharing wind | General wind
Element (points) Description power (Gangwon) power (Jeju) project
Value Score Value Score | Value | Score
Ratio of res1den1‘; investment amount to total 9 01% 19 0% 0 0% 0
Local return on project expense (%)
investment Ratio of the number of participating residents
; . More than
(30 points) to the number of residents of the local 10% 10 N 0 N 0
government (%) 7
Local companies’
s 1 ies (9
participaion. | 10 Periibelon e of local comperies 8 | won | a0 | aon | 20 | 40w | 0
(80 points) T8 equip
Value of local content spending (%) 40% 10 40% 10 10%
Local job
,Jo O&M participation rate of local companies (%) 0 0 0 0 0 0
creation -
(20 points) Local labor cost ratio to total labor cost 40% 10 40% 10 A% 10
(man—days) (%)
Am f it sharing f j
Regionsl ount o be’neflt ng fund to project cost 1.69% 1 10.34% 5 1.69% 1
i (investment scale) (%)
cooperation Impl tati 1 d feasibility of regional
(10 points) mplementation plan an easibility of regiol /a /a v 5 N 0
cooperation plans
Transparency Transparency in power plant operation and
. . . n/a n/a Y 10 N 0
(10 points) regional cooperation plans
Gove co Ear‘gci?ation Securinf and
1n business operating
(5 additional Local government/public cooperation 5 P g 5 N 0
) of local funds of local
points)
governments governments
Total 100 68~83 65 35

Source: Own analysis
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