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Opinion Piece – Third Emissions Reduction Fund auction 
full of opportunity  

Chloe Munro, Chair, Clean Energy Regulator 

26 April 2016 

Entrepreneurs looking to achieve carbon abatement and create new business opportunities are flocking to 
the Emissions Reduction Fund ahead of the next auction.  

The third Emissions Reduction Fund auction will be held on 27 and 28 April. After two successful auctions in 
2015, where more than 90 million tonnes of carbon abatement was contracted for an average price of 
$13.12, I am expecting an equally competitive and robust auction this week. 

Since the last auction in November, a number of new methods have been made available including source 
separated organic waste, high energy efficiency commercial appliances and a variation on human induced 
regeneration of native forests.  The number of projects on our register is just over the 600 mark: 275 of 
them have a contract from last year’s auctions.  

As industry has become more familiar with the Emissions Reduction Fund and the process for securing a 
carbon abatement contract, new projects have come forward across a wide range of sectors from transport, 
commercial buildings and local government. There is still healthy interest from the land sector, as farmers 
and other landholders look to diversify revenue, improve productivity and benefit the environment. 

The Emissions Reduction Fund uses a single-round, pay-as-bid, sealed-bid auction format. The Clean Energy 
Regulator decides the auction result solely on the basis of price per tonne of carbon abatement. We will 
accept between 50% and 100% of the volume offered below our benchmark price. As always, my advice to 
participants is to maximise your prospect of success in the auction by offering the lowest price at which it is 
worth your while to undertake your project. 

 In accordance with the principles in our legislation, our objective is to purchase as much abatement as we 
can for the funds available. To date we have committed a total of $1.2 billion: less than half of the $2.55 
billion budget. Based on current registrations, we expect this auction to be highly competitive with good 
volumes on offer. At the same time, with a strong pipeline of new projects in the wings, we see no need to 
chase volume at the expense of price. We expect well-priced abatement will continue to be available for 
purchase in the future. There are many opportunities for industry, farmers and other groups to incorporate 
emissions reduction activities into their business practices over coming years. 

Not all of these new projects will seek a contract with the government. As they deliver emissions reductions, 
they will receive Australian carbon credit units (ACCUs) which can be sold on the secondary market. We are 
already seeing some trade between uncontracted projects and contractors who are able to use ACCUs from 
any source to meet their delivery obligations. In future there may also be some demand for ACCUs from 
entities covered by the safeguard mechanism, which comes into force on 1 July this year. 

The safeguard mechanism aims to ensure that carbon abatement purchased through the Emissions 
Reduction Fund is not offset by significant increases in emissions above business-as-usual levels elsewhere in 
the economy. It does this by requiring large emitters not to increase their emissions above a baseline set 
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specifically for each facility. Around 370 facilities are expected to receive a baseline. Up to 300 of them are 
likely to have ongoing emissions above 100,000 tonnes per year and therefore be covered by the safeguard 
mechanism in 2016-17 and beyond. 

With the safeguard mechanism in the wings, we’re working closely with industry to ensure they are ready to 
meet their new obligations. In the meantime, we look forward to another successful auction next week to 
support innovative and entrepreneurial Australians taking action to reduce our carbon emissions.  
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