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ARGENTINA is expected to add around 4 GW 
of new power generation capacity over the next 
three years, the energy ministry has said, as the 
country ramps up installations on the back of its 
next renewables auction. 

During that time up to US$6 billion will be 
invested in Argentina’s energy sector, o!cials 
said last week, at a seminar in Buenos Aires 
organised by the Global Wind Energy Council 
(GWEC).

Investment will be even higher in light of the 
introduction of new market rules which will 
allow large power users to meet their renewable 
power obligations directly through private sup-
ply contracts, the ministry said. 

According to a note from law firm Baker 
Mackenzie, the change “grants flexibility to 
establish the contract terms (such as the term, 
assignment priority and price), including the 
possibility to negotiate mid/short-term PPAs 
with no limitations.” 

Alternatively, large consumers can also buy 
through a joint purchase scheme run by market 
administrator Compañía Administradora del 
Mercado Mayorista Eléctrico (CAMMESA) – 
which was previously the sole permitted buyer 
of renewable energy.

Another resolution passed by the Federal 
Administration of Public Income, and which 
came into effect on August 10, extends the 
exemption of renewable energy equipment and 
components from value-added tax (VAT), pro-
viding further incentives for developers.

“Renewable power development today 
occupies a central place in Argentina’s energy, 
political, social and economic agenda”, said Min-
istry of Energy and Mining’s under-secretary of 
renewable energy, Sebastian Kind.

“A new scenario for development and &nanc-
ing of renewables projects will open up as a result 
of the new scheme,” said Ramón Fiestas, presi-
dent of GWEC’s Latin America Committee. “We 
have seen how the development of private PPA 
markets has become an important driver for the 
wind sector in a growing number of countries 
around the world,” he added.

Argentina launched the second round of its 

RenovAr renewables tender last month, follow-
ing two stages of the &rst round in 2016. +e 
government will seek to procure 1.2 GW of new 
renewables capacity, including solar, wind, bio-
gas and biomass projects.

Interested parties have to present their o3ers 
in the new auction by 20 October and the con-
tracts are due to be awarded on 29 November. 
Winning companies will have to begin supply-
ing power to the grid by the middle of 2019, 
under 20-year contracts. Total investment for 
this round is predicted to reach US$2 billion, the 
government said.

+e government also announced the creation 
of a loan-guarantee mechanism in order to cut 
project risk. It has also set up other incentives 
including rate subsidies, equity contributions 
and a World Bank guarantee. 

Avoiding bottlenecks

While the new round builds on the success of 
the &rst, the terms of the upcoming auction do, 
however, prove that the government has decided 
to slow its contracting timeline, said FTI Con-
sulting managing director Ben Backwell at a 
follow-up webinar organised by the GWEC this 
week.

+e auction is seeking to contract 550 MW 
of wind power at the auction compared with 1.5 
GW in the &rst two rounds, which is “consider-
ably lower,” he said. +is in large part down to 
the fact that the government can see clearly it is 
already on track with its targets, following the 
successful two rounds of RenovAr held last year, 
he said.

Yet it is also because the government wants 
to wait to take advantage of lower prices from 
technological improvement. Meanwhile, the 
capacity now in development is facing transport 
bottlenecks, he added.

Supply chains in Argentina are also still facing 
challenges. “+ere are some bottlenecks in the 
supply chain, especially in the &rst stages,” said 
GWEC’s Fiestas, adding that the market “still 
needs time” to resolve this.

Despite those headwinds, there has already 
been considerable movement on quoted tari3s. 
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The latest auction will have a ceiling price of 
US$56.25 per MWh, but the market expectation 
is that average prices will be around US$45 per 
MWh, Backwell said. 

Last October, the energy ministry awarded 
contracts to 17 projects with a total capacity of 
1,109 MW in the &rst round of RenovAr. +e 
successful bids included 12 wind projects com-
prising 708 MW of capacity, four solar projects 
with a combined capacity of 400 MW and a 
1-MW biogas project. 

Alongside further plants contracted from a 
subsequent follow-up round held one month 
later in November 2016 – dubbed RenovAr 1.5 
– Argentina auctioned a total of around 3 GW of 
renewable power last year.

Much of the impetus for the programme is 
the result of the country’s landmark new energy 
law passed by the government in 2015, which 
requires the nation to get 8% of its electricity 
from renewables by 2017, rising to 20% by 2025.

Private possibilities

German renewables developer ABO Wind, 
which is participating indirectly in the upcom-
ing auction through two wind energy projects 
it had developed and then sold, told NewsBase 
Intelligence (NBI) that it was pleased to see the 
tenders were di3erentiated by region to promote 
“the federal development of renewable energies.” 

In addition, because of the low prices o3ered, 
the government ended up awarding more capac-
ity than initially planned in previous tenders, 
said company spokesperson Kathrin Dorscheid.

“We find it very positive that the electric-
ity market is reopening for business relations 

between private power producers and private 
consumers,” she continued. +is will “facilitate 
the obtaining of &nancing, as well as increase 
the possibility of selling renewable energy inde-
pendently from governmental tenders. In addi-
tion, the companies will have the option to buy 
local energy,” she explained.

+e new rules governing how large power 
users buy their energy mean that they can 
choose to opt out of collective buying of power, 
said Backwell. It also means in theory that they 
could move to contract all of their energy from 
renewables.

NBI believes that, even if the next auction is 
smaller than those held last year, it highlights the 
continued con&dence of the Argentine govern-
ment in its renewables market, which has made 
heady progress since the election of President 
Macri less than two years ago.

Now the government must speed up growth 
of its infrastructure and transmission networks, 
which currently lag behind the rapid progress it 
has made with renewables projects. Encourag-
ingly, this has already begun: last month Energy 
Minister Juan Jose Aranguren said that contracts 
for eight new transmission lines would be issued 
at the end of the year, a promising indication that 
they are already a government priority.

Nevertheless, the scale of the challenge is sig-
ni&cant. Estimates suggest that 5,000 km of new 
transmission lines will be needed over the next 
three years to keep pace with the rapid expan-
sion of clean power capacity. Much progress has 
been made, but Argentina will have to keep its 
foot on the accelerator to ensure momentum is 
maintained.
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