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Update from the Chloe Munro, Chair of the Clean Energy Regulator 

The Clean Energy Regulator recently announced that we will hold the second Emissions Reduction Fund 
auction in November. 

Following the announcement, we released revised auction guidelines which outline a new variable volume 
threshold that will be used to determine successful auction bids. In other respects the format will be similar 
to the auction held in April. 

Some commentary last week questioned the background to our decisions about the auction process. The 
Regulator has independent discretion to determine the process for purchasing abatement, so long as we 
comply with the principles in the Carbon Credits (Carbon Farming Initiative) Act 2011. These principles state 
that the process should facilitate the Commonwealth purchasing abatement at the least cost, maximise the 
amount of abatement that the Commonwealth can purchase and encourage competition.  

Various decision rules could be used to encourage competition in the pay-as-bid reverse auction format.  
Under any of these rules, bids are accepted in order of price. Bids above the cut-off determined by the rule 
are not accepted.  The rule applied in the first auction – to accept bids up to the price that delivered 80% of 
volume on offer below the benchmark price– served us well in terms of competition. We were pleased to 
able to contract for a substantial volume of abatement priced below our benchmark. In our judgment this 
rigid rule may not serve so well a second time around. 

The revised rule allows us to assess how each additional bid that we accept stacks up against the principles 
of maximum volume and least cost.  As before, participants have the best chance of auction success if they 
bid the lowest price at which it is worth their while to undertake their project and commit to a contract.  
Bids will be assessed on price alone without line of sight to project or participant details. We will use a 
systematic tool with pre-set parameters to select bids according to value for money. We will not 
discriminate between bids on grounds other than price.  This means that if multiple bids are at the same 
price, we will either accept all or accept none of them. If the higher priced bids in the range are poor value 
according to the parameters, we will be satisfied to contract for a minimum 50 % of the volume of 
abatement offered below the benchmark price.  Given the experience of the first auction, we are in no rush 
to purchase over-priced abatement. Equally, we are willing to accept a higher volume than the 80% rule 
would have allowed if sufficient bids are keenly priced.   

In our view, this is a better approach than setting a fixed volume or a fixed dollar value for the auction.  
Participants will determine how much volume is on offer and at what prices.  Based on currently registered 
projects and the range of methods that are now available, there is certainly room for good volumes and 
strong competition with a diverse mix of projects across sectors. We will have a full picture of the potential 
market after the project registration cut-off on Friday, 18 September.   

The purchasing principles in the Act also require us to conduct the process in a manner that ensures integrity 
of the process and provides for fair and ethical treatment of all participants.  We have again engaged an 
independent probity adviser to provide assurance that we have honoured these principles.  The probity 
adviser will be involved from the beginning to monitor the integrity of the auction process, including the 
application of the variable volume threshold.  

The first Emissions Reduction Fund auction resulted in a good outcome both for the Commonwealth and for 
the many members of the Carbon Markets Institute who were awarded carbon abatement contracts.  With 
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$1.9 billion still available there is a great opportunity for Carbon Markets Institute members and others to 
benefit from this incentive to undertake projects that deliver carbon abatement in Australia. To take 
advantage of this opportunity and bid in the second auction, please be aware that applications to register a 
project must be submitted to the Clean Energy Regulator in full by 18 September 2015. 

The new auction guidelines and new carbon abatement contract are available on the Clean Energy Regulator 
website. 
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