AUSTRALIAN ENERGY MARKET COMMISSION
ELECTRICITY PRICE TRENDS REPORT 18 DEC 2017

National prices are estimated to fall by 6.2% each year on average over the next two years from July 2018.

Consumers are riding a power price rollercoaster driven by changes in generation.

MIXED SIGNALS ARE DRIVING WHOLESALE PRICE VOLATILITY

The single biggest reason for electricity price changes is structural change in the wholesale generation sector
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Low prices contribute
to closure of coal ----------------1i i
and gas plants.

SYSTEM SECURITY

Increased reliance on renewable generation affects the technical characteristics of the system.
More services will be needed to secure the system, and may impact prices in the long term.

WHAT OTHER FACTORS INFLUENCE HOW MUCH WE PAY?

WINDOW

RET finishes

FOR CHANGE

Integrating energy and
emissions policy will
send clear investment
signals to the market.
So the right generation
can be built in the right
place at the right time
and demand response

can be valued.

2018-2019

Business Consumer Fuel costs Weather Technology
activity choices How expensive How much Are you using
How is energy How much power are different fuel is demand power smartly?
use changing? do you use and costs like coal, affected by

when? gas, hydro? temperatures?
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ORDERLY
TRANSFORMATION

The key to an orderly
restructure of the electricity
sector is to keep making
market reforms that don’t
add costs for consumers.
The AEMC is working

on the design of the national
energy guarantee which

will put downward pressure
on wholesale prices.

Time

Investor Financial markets
confidence How are global markets
Is emissions affecting financing costs?
policy clear?
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AVERAGE ANNUAL PRICE TRENDS
BETWEEN JULY 2018-2020
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— 156.5%
close in 2018

Hazelwood power station — closed March 2017

@ Northern power station — closed May 2016
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ELECTRICITY COSTS
— NATIONAL TRENDS

BILL COMPONENT

TREND

Wholesale costs
Costs of generating
electricity

Networks costs

Poles and wires costs
set by regulator revenue
determinations

Environmental and
system security costs
Direct costs of government
schemes like the
renewable energy target

B e i Jhvouens

Residual retailer costs
risks and errors




