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The findings up front

▪ Auctions / tenders have proven capabilities to reduce 

renewables costs but don’t necessarily deliver the highest 

energy value renewables, unless you make them

▪ The Renewable Energy Target’s ‘Certificate’ based approach 

exposes renewable project developers and operators to more 

NEM energy market signals…

▪ … but puts the power in the hands of large incumbents who 

can use tenders to get their own costs down, but appear able 

to pass on high wholesale market and REC ‘rents’ on to small 

energy users, with relatively low transparency

▪ … so Auctions seem best way forward, certainly until NEM is 

fixed, rather than ‘fixed’, but potentially increasingly 

problematic if and as renewables begin to dominate gen. mix
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Our challenge – maximising the value of 

renewables; lower costs, increase value 
…value more important as costs, fall, harder (system outcome)
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Energy markets don’t capture key values –

policy required? If yes, which mechanisms?

Conventional, 

OECD oriented, 

view on optimal 

policies, IEA 2008
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Recent policy efforts increasingly 

auction / tender based

(IRENA, 2017)
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Recently

… however, note 

challenges in ‘price’ 

comparisons around

financing, other costs,

likelihood of 

progressing 
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Potential advantages over RET approach

(IRENA, 2017)
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Policy makers would seem to agree
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(IRENA, 2018)



Renewables costs 

▪ The cost of most renewables is mostly the cost of 

Capital

▪ ..and the cost of Capital is mostly the cost of

Finance

▪ ..and the cost of finance is mostly the cost of

Risk

Low cost renewables is low financial risk renewables

… but low risk to whom?   

Are risks being reduced, or just transferred
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State RE

targets

in the 

NEM
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Corporate renewable PPAs also a driver

11Auctions/tenders vs the RET - costs vs value



Initial associated

tenders

▪ Falling costs, and these are 

bundled energy ‘black’ and 

REC ‘green

▪ Reasonably high 

transparency
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And now Victoria
▪ Apparently far better ($50s), but less transparent, prices
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(Victorian Govt, 2018)



But in value, renewables “ain’t” renewables
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(data from OSDAN: Open-Source Data Access for the NEM, Nicholas Gorman)



..with future price

surprises likely 
- including summer

daytime hours with 

growing PV penetration

Auction projects 

chasing MWh

RET projects 

chasing MWh (RECs) 

but also energy value
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(data from OSDAN: Open-Source Data 

Access  for the NEM, Nicholas Gorman; 

analysis provided by Sharon Young)



Might this be growing problem, particularly 

if and as RE penetrations grow?

▪ AEMO certainly seems to think so
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(AEMO, Submission to Vic. Govt Auction design, 2017)



And risks don’t

just disappear
▪ Can contract some

to project developers

– Eg. negative prices

– FCAS

▪ But others?
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(Vic. Govt, VRET support agreement, 2018)



.. However, what 

precisely has the

NEM delivered?

Amongst the world’s most 

expensive, wholesale, retail 

and RE electricity, reliable but

amongst the dirtiest as well
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(ACCC, 2017)



…although perhaps 

now improving
… but for small consumers?
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(Grattan Institute, 2018)

((Leitch, Know your NEM, 

reneweconomy, 2018))



… and who owns it? – energy & RET

(ACCC, 2017)
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RET still involves tenders

… just private ones

▪ Question is not just what 

they pay, but what they 

charge consumers for both

‘black’ and ‘green’

(reneweconomy, 2017)
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Suggesting

▪ Auctions / tenders have proven capabilities to reduce 

renewables costs but don’t necessarily deliver the highest 

energy value renewables, unless you make them

▪ The Renewable Energy Target’s ‘Certificate’ based approach 

exposes renewable project developers and operators to NEM 

energy market signals…

▪ … but puts the power in the hands of large incumbents who 

can use tenders to get their own costs down, but appear able 

to pass on high wholesale market and REC ‘rents’ on to small 

energy users, with relatively low transparency

▪ … so Auctions seem best way forward, certainly until NEM is 

fixed, rather than ‘fixed’, but potentially increasingly 

problematic if and as renewables begin to dominate gen. mix
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Where next?

"The best way to predict your future is to create it!"

Abraham Lincoln

“It depends…” 
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