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Background 

Pyramus Pty Ltd is providing this report to document the concept of a practical shared benefits model for wind farm 

development – the Proximity Rent model. 

The report is written by Luke Osborne who has worked within the wind energy industry for over a decade including as 

Chief Operating Officer for Windlab Systems Pty Ltd.  Most recently he led the development of the Coonooer Bridge 

Wind Farm which successfully incorporated shared benefits principles.  Luke’s family property ‘Ellendon’ is leased to 

Infigen Energy for hosting Capital Wind Farm turbines.  He has been an advocate for the inclusion of immediate 

neighbours as direct economic beneficiaries for many years. 

model is conceptually simple, effective, and has lower legal and administrative costs when compared to other models.   

 

  



     

 

3 

Executive Summary 

Many wind projects are failing to achieve a ‘Social License to Operate’ (SLO) despite high levels of support amongst the 

wider community.  An SLO is ongoing community and other stakeholder support for a development. It is generally 

accepted to have two parts - real positive outcomes and trust between stakeholders and the developer. There is evidence to 

show that shared-benefits models (development models that deliver benefits to a wider set of stakeholders in the 

community) help to create an SLO.  This report outlines the concept of a type of shared-benefits model - the Proximity 

Rent model that aims to assist projects to achieve an SLO. It is conceptually simple to communicate and has low 

development and legal costs when compared to alternative shared benefits models. 

Shared benefits models are effective at generating local support for wind farm proposals because they address the root 

cause of the problem of opposition to wind farms rather than the symptoms.  This means that they are based an 

understanding of the actual reasons for local opposition to wind farm development proposals.  A simple root cause 

analysis reveals that neighbours to proposed wind farms can feel a threat to lifestyle and personal assets that is not 

outweighed by any benefit, because there is no benefit to neighbours under business-as-usual developments (which only 

pay rent to landholders who host turbines, creating what is perceived to be an unfair situation).  Shared benefits models 

distribute the benefits of wind farms in a ‘fairer’ way, by including neighbours as recipients of benefits.  Some shared-

benefits models are more diffuse and encourage optional investment in the project (for example, Cherrytree wind farm in 

Victoria). Others aim for more objective ‘fairness’ (recognising that fairness is in fact subjective) by directing benefits to 

neighbours who are closest to the turbines. Coonooer Bridge Wind Farm achieved this by giving, free-of-charge, shares in 

the wind farm to immediate neighbours.  The Proximity Rent model is also of this category and seeks to overcome some 

of the limitations of earlier models as well as improve ‘fairness’. 

The Proximity Rent model provides rent to landowners who host turbines, and close neighbours, according to the amount 

of their land that is within a certain distance from a wind turbine on a per hectare basis. It seeks to be fair and open in 

financial dealings with the community.  The Social License to Operate is created by providing a more fair distribution of 

rent (financial benefit to landowners who host turbines as well as close neighbours), and, establishing trust through 

genuine engagement in the communication and negotiation stages. 

To visualise the Proximity Rent model, see Figure 4 and Figure 5 below.  Figure 4 shows the rent model that represents 

business-as-usual.  The two landowners hosting wind turbines receive $15,000 per year in rent (an indicative figure which 

is realistic of the current market).  The two close neighbours, who do not host turbines, do not receive any rent and 

perceive an unfair situation to which they are likely to voice opposition. 

Figure 5 shows the Proximity Rent model concept.  In this model, all landowners who have land within a certain distance 

of a turbine (3km in this instance) receive proximity rent.  The proximity rent is a specified amount for each hectare that is 

close to a turbine or turbines (within a specified radius of a turbine).  The rate per turbine per hectare is negotiated 

between the developer and the landowners (assumed to be $7 per turbine per hectare in Figure 5).  Hectares that are close 

to more than one turbine (shown by the intersecting areas in the diagram), receive an increased rate of proximity rent.  For 

example, the owners of a hectare that is close to two turbines will receive 2 x $7 for that hectare per year.  Owners of a 

hectare that is close to three turbines will receive 3 x $7 for that hectare per year, and so on. It follows that land in the 

centre of turbine clusters attracts higher rents per hectare which is intuitively fair. 

Landowners who directly host turbines would also receive an additional payment per turbine (known as ‘foundation’ rent, 

referring to the that fact that these landholders have turbine foundations on their land).  Foundation rent would be 

negotiated directly between each landowner and the developer and form the rental component of a lease in the same form 

as ‘business-as-usual’.  
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Figure 1:  The current rent model 

 

Figure 2:  The Proximity Rent model 

The Proximity Rent model has the following general strengths:   

1. The model is conceptually simple and is therefore easy to communicate to stakeholders; 

2. The model has low administrative overheads when compared to other schemes; 

3. The model is objectively fair – money is distributed according to a profile that benefits those closest to turbines; 

4. The model asks for no financial contribution from the community; 

5. The model scales well. It is equally effective for larger wind farms as smaller ones.  By contrast, shared ownership 

models can become complex and costly for large wind farms because there is a need to form a public company (or 

other complex structure) in the case of more than fifty shareholders. Further, the Corporations Act provides rights to 

shareholders that may cause proponents concerns if one or more shareholders are seeking to disrupt the project; 

6. The ‘foundation rent’ is a bilateral contract and it is reasonable that this be part of a confidential lease. However the 

proximity rent applies to all landholders who have land near turbines.  The proximity rent is calculated using a known 

(transparent) formula that is negotiated with the eligible landholders (preferably as a group). This minimises 

community division which is a particularly negative side effect of the status quo. Note that the ‘foundation rent’ is a 

bilateral contract and it is reasonable that this be a confidential lease.  

Possible weaknesses of the Proximity Rent model include: 

1. The planning system as it stands today does not seek fairness. Instead of fairness it sets reasonable limits on impacts 

from noise, visual impact etc. Critics of shared benefits schemes for wind energy often cite breaking this principle as a 

‘risk’ to the planning system more generally. Of course there are examples where shared benefit approaches are 

captured in planning guidelines (in Denmark for example). It is a trade off – either wind farms achieve an SLO or they 

become less and less politically and socially viable; 

2. Despite being based on a very simple concept, the actual calculation of proximity rent requires a GIS specialist and 

software package. This task is not onerous, but may fall outside the usual wind farm development team capabilities; 

3. The model may be incorrectly interpreted as being compensatory. However this is not the case - the model simply 

aims to distribute rent in a manner that is fairer than the situation presented in Figure 1. It does attempt to equate rent 

to real or perceived impacts.  

This report provides an overview of rent modeling for three scenarios to illustrate how the Proximity Rent model 

distributes rent to owners of land close to turbines.  It also provides high-level wind farm economics modeling to show 

that the impact on the cost of energy of increased rent due to proximity payments is in the order of 1% which is likely to 

be recovered by savings in the significantly shorter and more efficient development phase.   

The report also outlines the cornerstones of an effective stakeholder engagement process which is required to build trust – 

the second component of the Social License to Operate.    
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Context – the need for a new wind farm development model 

Many wind projects are failing to achieve a ‘Social License to Operate’ (SLO) despite relatively high levels of support 

amongst the wider community. Over recent years barriers for new wind farm projects have grown. Highly motivated and 

organised opposition has led to political uncertainty around the Renewable Energy Target (RET) and has resulted in a 

tightening of planning laws for wind energy. These conditions make it increasingly difficult for wind energy in the State. 

This poor outcome can in part be traced back to the development models.   

There is some evidence that developers are attempting to evolve the development models, however various institutional 

and market forces are hindering a purely market-based response to the problem. Most notably the RET was, from the 

outset, designed to be a least cost market mechanism. This has been successful at delivering low cost energy but has the 

side effect of stifling innovations in community benefits because these are perceived to make projects more expensive and 

thus less competitive. It is therefore sensible for governments to intervene to level the playing field and allow developers 

to be competitive with shared-benefit models. 

This report outlines the concept of a Proximity Rent model that aims to assist projects to achieve an SLO. It is simple to 

communicate and has low development and legal costs when compared to alternative shared benefits models. 

What is a Social License to Operate? 

Nina Hall et al
1
 describe an SLO as “the ongoing acceptance or approval for a development granted by the local 

community and other stakeholders”. They go on to propose that achieving an SLO has two parts. First there is the creation 

of real positive outcomes from the development, which must be understood by key stakeholders. Second there must be 

trust between stakeholders and the proponent.  

 

Figure 3:  The two parts of a Social License to Operate (SLO), source: Hall et al 

Government interventions that grasp that there are two components to an SLO (both benefits and trust) might be able to 

increase the potential for positive outcomes. For example, this has been an (perhaps unintended) outcome from Danish 

shared-benefits schemes. In Denmark it is reported that the government requires proponents to offer discounted shares to 

neighbours of the project. People working these schemes reported that whilst the cheap shares are popular, it was the early 

and positive discussions with neighbours that were the real benefit for the project. In other words, by creating an 

additional positive financial outcome, the scheme helps to build trust between the proponents and the community.  

The proposed Proximity Rent model attempts to create similar conditions to the Danish model but adjusted for local 

circumstances. 

                                                      
1 Hall et al, Exploring community acceptance of rural wind farms in Australia: a snapshot, CSIRO 2012 

Social Licence to 
Operate 

Ongoing Trust Ongoing Benefits 
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Understanding Opposition to Wind Farms 

Opposition to wind farms is consistently the main barrier to wind farm approvals in Australia despite significant 

investment in health and noise impact studies, among others, and significant stakeholder engagement aimed at reducing 

opposition.  A simple root cause analysis that aims to understand and address the fundamental reasons for the opposition 

supports the concept of shared benefits models as an effective way to reduce opposition by creating a Social License to 

Operate. 

The simple root cause analysis is based on Sakitchi Toyoda’s method for root cause analysis
2
.  This method asks ‘why 

something is happening’, repeatedly, until the root cause of the problem is identified.  Addressing the root causes, rather 

than the symptoms, solves the problem more effectively and efficiently. 

The root cause analysis begins with the assumption that the current barriers to wind farm development (tightening 

regulations and political uncertainty) are the culmination of neighbours who actively oppose wind farms in their area. A 

range of claims are made by these neighbours about the negative impact of living near turbines – claims about health 

impacts, unproductive livestock impacts, and claims that wind farm developers are untrustworthy, among others. Why do 

the neighbours make these claims? They may well believe them to be true, but it is also likely that these claims are a 

manifestation of a deeper, more fundamental dislike of the thought of living close to turbines, for a range of reasons.  

Some believe that the visibility of turbines ruins their view or makes the landscape less attractive.  Some feel that the 

noise might be disturbing.  Many might feel that their land value would decrease as a result of having turbines visibly 

close by.  These concerns culminate in a feeling that wind farms are a potential threat to life styles, home and principle 

asset – there is a perceived personal loss that is greater than any direct benefit. 

Why do neighbours feel (perhaps subconsciously) that their personal losses outweigh the benefits? Clearly, the sense of 

personal loss does outweigh the benefit, because there is no direct benefit for close neighbours under the business-as-usual 

model.  This, combined with the strong perception of an unfair situation with neighboring landowners who host turbines 

receiving significant benefits, is identified as the root cause of neighbours’ opposition to wind farms.  Therefore a model 

that shares the benefits of a wind farm to landowners who host turbines, as well as neighbours, emerges as a way of 

reducing opposition to wind farm development.  

It must be noted that addressing this root cause in no way validates claims made against wind farms. The foregoing 

discussion makes a point that these claims are often perceptions (deeply held) and they are natural outcomes from 

contested developments.  Sharing rent via a different model is not compensatory but instead aims to be fairer, less 

divisive, and more acceptable to rural communities. 

  

                                                      
2 Mind Tools website, 5 Whys, http://www.mindtools.com/pages/article/newTMC_5W.htm, last accessed 21 August 2014. 
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The Proximity Rent model for wind farm development 

Concept 

The Proximity Rent model provides proximity rent to landowners who host turbines, and neighbours who own land close 

to wind turbines, according to the amount of their land that is within a certain distance from a wind turbine, on a per 

hectare basis. It seeks to be fair and open in financial dealings with the community.  The Social License to Operate is 

created by providing a more fair financial benefit to landowners who host turbines and close neighbours, and, establishing 

trust through genuine engagement in the communication and negotiation stages. 

To visualise the Proximity Rent model, see Figure 4 and Figure 5 below.  Figure 4 shows the rent model that represents 

business-as-usual.  The two landowners hosting wind turbines receive $15,000 per year in rent (an indicative figure which 

is representative of the current market).  The two close neighbours, who do not host turbines, do not receive any rent and 

perceive an unfair situation to which they are likely to voice opposition. 

Figure 5 shows the Proximity Rent model.  In this model, all landowners who have land within a certain distance of a 

turbine receive proximity rent.  The proximity rent is a specified amount for each hectare that is close to a turbine or 

turbines (ie. within a specified radius of a turbine, which is assumed to be 3km in Figure 5).  The rate per turbine per 

hectare is negotiated between the developer and the landowners (assumed to be $7 per hectare per turbine in Figure 5).  

So, hectares that are close to more than one turbine (shown by the intersecting areas in the diagram), receive an increased 

rate of rent.  For example, the owners of a hectare that is close to two turbines will receive 2 x $7 for that hectare per year.  

The owners of hectare that is close to three turbines will receive 3 x $7 for that hectare per year, and so on. 

Landowners who directly host turbines would most likely also receive an additional payment per turbine (known as 

‘foundation’ rent, referring to the that fact that these landholders have turbine foundations on their land).  Foundation rent 

would be negotiated directly between each landowner and the developer and form the rental component of a lease in the 

same form as ‘business-as-usual’.  

 

 

Figure 4:  The current rent model 
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Figure 5:  The Proximity Rent model 

The Proximity Rent model is effective because it provides those in close proximity to wind turbines, but not hosting 

turbines, with a benefit, and, importantly, a benefit that is transparent and fair. 

The model is conceptually very simple and is expressed in common terminology ($ per Ha) which makes it easy to 

communicate.  The actual calculations are somewhat more complicated and will require a specialist with GIS 

(Geographical Information Systems) capability to set up for each wind farm project. This task is not onerous, but may fall 

outside the usual wind farm development team capabilities. 

The concept of the Proximity Rent model has emerged from the simple root cause analysis described earlier, and from the 

following other influences: 

 Danish local ownership rule – 20% of the project is offered to neighbours as discounted shares; 

 CSIRO ‘social licence to operate model’ – studies led by Dr Nina Hall into the acceptance of wind farms and 

transferring work on social licence into wind developments; 

 Collgar Wind Farm, WA – Western Australian planning laws require noise limits to be met at all points on 

neighbouring land, not just at a residence. This means that any viable project needs the support of the neighbours. 

In order to gain this support Collgar successfully established financial relationships with neighbours very like 

those proposed here; 

 Hepburn Wind Farm, Vic – a project that pioneered many concepts in community ownership and shared benefits; 

 Coonooer Bridge Wind Farm, Vic – a project that includes the neighbours as shareholders. Unlike other shared 

ownership models, the shares were given free of charge to eligible landholders. The project was the first approved 

in over 2 years in Victoria, had a short development phase and was not appealed to the administrative tribunal. 
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Assumptions and parameters 

The Proximity Rent model contains two parameters, proximity radius and proximity rent, whose values are dependent on 

the circumstances of actual projects (such as number of turbines, number of landowners and budget).   

Proximity radius – this is the circle around a turbine within which landowners are paid proximity rent. The minimum 

circle radius is not defined but it is noted that governments in both NSW and Victoria have used 2.0 km as a threshold in 

the past and there is therefore a precedent for this figure.  Proximity circles with radius greater than 3.0 km are likely to be 

less viable due to the total rent being unaffordable.   

Proximity Rent – the rent paid per hectare within the proximity circle for each turbine. This is a variable that should be 

negotiated between the developer and the landowners (preferably as a group).  It should be a constant and transparent 

value for all landowners so that the arrangements are fair.  The value of rent per hectare per year is very dependent on 

wind farm size and development budget.  The ‘hypothetical example’ and ‘financial implications’ sections illustrate a 

number of scenarios for different values of rent and proximity circle radii. 

Strengths and weaknesses of the Proximity Rent model  

The Proximity Rent model has the following general strengths:   

1. The model is conceptually simple and is expressed in common terminology ($ per Ha).  It is therefore easy to 

communicate to stakeholders; 

2. The model has low administrative overheads when compared to other schemes; 

3. The model is objectively fair – money is distributed according to a profile that benefits those closest to turbines; 

4. The model asks for no financial contribution from the community; 

5. The model scales well. It is equally effective for larger wind farms as smaller ones.  In contrast, shared ownership 

models can become complex and costly for large wind farms because there is a need to form a public company (or 

other complex structure) in the case of more than fifty shareholders. Further, the Corporations Act provides rights 

to shareholders that may cause proponents concerns if one or more shareholders are seeking to disrupt the project; 

6. The ‘foundation rent’ is a bilateral contract and it is reasonable that this be a confidential lease. However the 

proximity rent applies to all landholders including those with turbines with a known formula that is negotiated 

with the eligible landholders (preferably as a group). This minimises community division which is a particularly 

negative side effect of the status quo. 

Possible weaknesses of the Proximity Rent model include: 

1. The planning system as it stands today does not seek fairness. Instead of fairness it sets reasonable limits on 

impacts from noise, visual impact etc. Critics of shared benefits schemes for wind energy often cite breaking this 

principle as a ‘risk’ to the planning system more generally. Of course there are examples where shared benefit 

approaches are captured in planning guidelines (in Denmark for example). It is a trade off – either wind farms 

achieve an SLO or they become less and less politically and socially viable; 

2. Despite being based on a very simple concept, the actual calculation of proximity rent requires a GIS 

(Geographical Information Services) package and a team member who can run the GIS model; 

3. The model may be incorrectly interpreted as being compensatory. However, the model simply aims to distribute 

the available rent in a manner that is fairer than the situation presented in Figure 4. It does not validate claims of 

excessive impact, nor does it attempt to equate rent to real or perceived impacts.  
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A hypothetical example 

Three scenarios are given to demonstrate how the Proximity Rent model differs from business-as-usual, how payments are 

calculated and to illustrate the distribution of proximity payments across the vicinity of a wind farm site.  

The fictitious site, shown in Figure 6, hosts seventeen 3.0MW turbines.  The total capacity of the site is therefore 

17turbines*3.0MW= 51MW.  The turbine layout is fictitious but realistic.  The site uses a sample of real cadastre data 

with a variety of lot sizes in order to demonstrate financial outcomes at sites with varying levels of subdivision. 

The analysis is done by title. In practice landholders typically have several titles that together form a property.  

Scenario A:  Business-as-usual 

The business-as-usual scenario pays rent to landholders who host turbines. The approximate market rate is $5000 per 

MW, equating to $15,000 per 3MW turbine. There is no proximity payment. The outcome is simply landholders with 

turbines receiving rent.  Figure 7 shows how this scenario results in land titles hosting one turbine receiving $15,000 per 

year in rent, and titles hosting two turbines receiving $30,000 per year in rent. 

 

 
Figure 6:  Fictitious wind farm site showing layout of turbines and the boundary of proximity circles of 2km 

(orange) and 3km (green) 



     

 

11 

 

Figure 7:  Scenario A - Business as Usual (no proximity payment) 

 

Scenario B:  The Proximity Rent model with 2km proximity radius 

This scenario calculates the distribution of proximity rent paid to landowners who own land within 2km of turbines.  

There are two steps: 

Step 1: the number of turbines within 2km for each hectare of land is calculated.  This is shown in Figure 8.  The map 

reveals that some hectares of land have 12 turbines within 2km (depicted in red shading), whereas some hectares of land 

have only one turbine within 2km (depicted in purple shading). 

Step 2:  Then, the total proximity payment for each title is calculated.  This is done by adding together the payments for 

each of the hectares in the title.  The payment for each hectare is the number of turbines within 2km (from step 1) 

multiplied by the (assumed) rate of $12 per Ha per turbine within 2000m.  The result is shown in Figure 9.   

The large title shaded red, with many hectares in close proximity to several turbines receives a large proximity payment, 

in excess of $15,000 per year. This particular title would also receive additional ‘foundation payments’ via a lease. Titles 

on the fringe of the wind farm do not have as many hectares in close proximity to a turbine and receive in this example, 

between $100-$500 per year.   

Note that large titles with only a small portion of them within the 2km circle can still attract proximity payments in the 

vicinity of $1000-$1500 per year. Very small titles near the boundary can attract very small rents (below $100). There 

may need a minimum payment to account for this. 
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Figure 8: Scenario B - Proximity Rent model, number of turbines within 2km by hectare 

 

Figure 9: Scenario B - proximity payments for 2km proximity radius, by title. Note that foundation rent is not 

included and would add to the total rent for those titles with turbines. 
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Scenario C:  The Proximity Rent model with 3km proximity radius 

This scenario calculates the distribution of rent paid to landowners who own land within 3km of turbines.  Again, 

following the two steps: 

Step 1: the number of turbines within 3km for each hectare of land is calculated.  This is shown in Figure 10.  The map 

reveals that some hectares of land have up to 15 turbines within 3km (depicted in red shading), whereas some hectares of 

land have only one turbine within 3km (depicted in light purple shading). 

Step 2:  The total proximity payment for each title is calculated.  This is done by adding together the payments for each of 

the hectares in the title.  The payment for each hectare is the number of turbines within 3km (from step 1) multiplied by 

the (assumed) rate of $7 per Ha per turbine within 3000m.  

The result is shown in Figure 11.  The thing to note here is that for a proximity circle with 2000m radius the total area 

eligible for proximity payments is 1,257 Ha whilst a circle with 3000m radius generates an area eligible for proximity 

payments of 2,827 Ha (over double the area). This either dilutes the rents, or, pushes up the cost of the scheme (or both). 

Even though the rate per turbine/ha/year was reduced from $12 to $7 to help take this into account, it still results in a 

much more expensive scheme (refer to the financial analysis section for more information). 

 

 

Figure 10: Scenario C - Proximity Rent model, number of turbines within 3km by hectare 
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Figure 11: Scenario C - proximity payments for 3km proximity radius, by title. Note that foundation rent is not 

included and would add to the total rent for those titles with turbines. 

 

Financial Impacts 

This section sets out (in very simple terms) some typical wind farm economics. It then examines the impact of the three 

shared rent scenarios on the cost of energy. It does this for a single turbine in a very straightforward manner.  

Background Economics 

A turbine today will typically cost $6 million3 to install, complete with roads and a connection to the grid. This is a sum 

fixed by the cost of raw materials and labour and is not directly controlled by either the project developer, the wind 

resource or the Government.  

Now let’s consider the owner of the turbine. Like any investment, the potential owner weighs up the risk and decides on a 

rate of return that compensates for the risk. This return will vary between investor and between wind energy sites. For the 

purpose of this document, assume the investor seeks a pre-tax annual return of 12% of invested capital for the life of the 

project. This is not atypical and not unreasonable for an infrastructure investment.  

It is important to remember that the turbines are fully depreciated at the end of their economic life. The owner makes no 

provision for return of the original capital. It is therefore not correct to compare returns with the yields on bonds or term 

deposits (which do return the invested capital). 

                                                      
3 For the purpose of this document it is a assumed that we are examining a generic 3.0MW turbine 
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With a strong ‘off-take’ counterparty the owner is able to borrow up to 75% of the installation cost. Similarly the good 

off-take might result in 6% bank interest. Unlike the owner, the bank benefits in repayment of not just the interest but also 

the principal. For the purpose of this document we will assume a term of 10 years. 

We can now construct the basic skeleton of the wind farm’s economics. The owner of the project needs to invest 

$1.5million (25%) and then requires $180,000 per year4. The bank lends the remaining $4.5m and requires $620,000 per 

year in interest and principal repayments.  

Next we need to maintain the turbine. A typical maintenance contract will cost $125K per turbine per annum. This covers 

the consumables and local staff.  

Other pre-tax costs include local management, road maintenance, weed control, utilities, fees, council rates, and auditing.   

Without going into exhaustive detail, this set of costs is dominated by local management and is typically $75,000 per 

annum for a mid-sized project. 

We are now in a position to sum these revenue requirements. Prior to any payments to the local community, the turbine 

needs to generate $1.04m in revenues to be viable. The table and chart below shows how this is broken down. 

 

Table 1:  Revenue requirements for a single turbine 

Revenue Required for Single Turbine (simplified)  

Returns to Owner $180,000.00 

Repayments to Bank $610,000.00 

Maintenance  $175,000.00 

Management and other costs $75,000.00 

  

Minimum Requirement (Pre Community) $1,040,000.00 

 

 

Figure 12: Distribution of revenue required to cover costs, per turbine 

                                                      
4 Reiterating that this is a simplified view, in reality the owner takes less in the early years, compensated by more in the later years once debt is repaid. 



     

 

16 

Not included in the stack above are payments for renting land or payments to the wider community, via planning 

agreements, council rates (levied in Victoria via the Electricity Act), community funds or shared benefit schemes.  

Impact of Proximity Rent Scenarios 

We have established the minimum economic thresholds a single turbine must achieve to be viable. To this we can add the 

rents for each of the three scenarios.  

The first scenario (A) is simply business as usual, with an assumed rent of $5000 per MW paid to the landlord. The 

second scenario (B) assumes a foundation rent of $7000 per turbine and a proximity rent of $12/Ha paid within a 2000m 

radius. The third scenario (C) is $7/Ha paid within a 3000m radius.   

The table below shows the approximate Levelised Cost of Energy (LCOE) required to meet the financial thresholds. This 

is admittedly an extremely simple analysis but is sufficient to illustrate the cost impacts. A 42% capacity factor (a 

simplified measure of the wind resource) is assumed. 

 

Table 2:  LCOE to meet financial thresholds 

Scenario A B C 

Returns to Owner $180,000.00 $180,000.00 $180,000.00 

Repayments to Bank $610,000.00 $610,000.00 $610,000.00 

Maintenance $175,000.00 $175,000.00 $175,000.00 

Management and other costs $75,000.00 $75,000.00 $75,000.00 

Rent Costs $15,000.00 $22,000.00 $27,000.00 

Total Revenue Required $1,055,000.00 $1,062,000.00 $1,067,000.00 

    

LCOE $/MWh required $95.58 $96.22 $96.67 

 

The RET is a highly competitive ‘market mechanism’ and this will inevitably result in pressure on the economics, which 

will cause resistance to measures that increase the LCOE. However it can be seen that the economics are not highly 

sensitive to the increased rents.  Moving to a Proximity Rent model costs $0.64 - $1.09 /MWh for the scenarios discussed 

here, or around 1%.  

It is conceivable that some or all of this cost can be recovered by reductions in the length and complexity of the planning 

process. A strongly contested development inevitably takes longer. Further, the buyers of the renewable energy may value 

the association with a more positive development and be prepared to pay a small premium for this.  

Engagement process 

The engagement process is essential for communicating the concept, negotiating the terms and reaching agreement with 

stakeholders. The process of generating understanding and reaching agreement between the developer and landowners 

must be based on trust in order to establish the Social License to Operate.  Trust is something that is built over time and 

developers need to be prepared to invest in this process with time and appropriate staff who understand and are committed 

to this part of the project.   
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The following process is recommended as the cornerstone of the engagement process around shared benefit models. There 

is much excellent work on engagement for wind farms, including in various wind development guidelines, and it is not 

repeated here. The steps mentioned here are additional to the normal consultation requirements. Below are some of the 

fundamental steps: 

1. Select a model that appears to make sense for the site. This document sets out a Proximity Rent model that is 

designed to be flexible and fair. Any model proposed should be viewed as a starting point; 

2. Call together the eligible landholders and seek to evolve/improve the model through open communication with all 

of the eligible landholders, including those with turbines on their land. Preferably this should be a group 

discussion; 

3. Proponents should seek to have the vast majority of eligible landholders voluntarily agreeing to accept the model 

before committing to the project development. It follows that this discussion ideally occurs early in the 

development cycle before substantial funds have been committed. This may mean turbine positioning (and 

therefore the absolute value of rent is subject to change through the development process); 

4. Special cases inevitably arise. As far as possible these should be handled in an open way. 

5. It should be clear that landholders are permitted to participate in the rental offer and continue to openly participate 

in the planning process and public debate, including by opposing the project or requesting design changes. In 

other words the proximity rent is not intended to ‘gag’ debate, nor replace the normal consultation about the 

impacts the project may have on the community.  

A note on fairness 

Shared benefit schemes aim to increase fairness in some way. What one person thinks is fair may be quite different to 

what another thinks is fair. Often fairness is judged not by what we are getting in absolute terms but by how much we are 

getting relative to someone else.  The process of engagement, of discussing financial matters and everyone’s various 

definitions of fairness requires time with the locals and this builds better rapport than can be achieved by solely consulting 

about the negative impacts:  visual impacts, noise, health and so on. 

 

 


