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0 Question: If GenCost shows renewables are cheaper, why are electricity prices increasing in Australia?
[0 Answer, it’s complicated and here’s our take on answering that simple question in a WA context:
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WA Retail Energy Prices

WA retail gas market is deregulated, but WA State Government determines a regulated maximum price for small use
customers (households and small businesses consuming < one terajoule per year). 1TJ = energy for ~¥30 homes for a
year. More on gas markets from ERA here.

WA retail electricity tariffs are set by WA Government in the annual budget, and set the amount that state owned
retailers Synergy (SWIS) and Horizon Power (regional areas) can charge.

Most households and small businesses are non-contestable (< 50 MWh pa - an average 3-4 bedroom all electric home
uses ~18kWh per day or 6.5MWh pa) and must purchase electricity from Synergy or Horizon Power at the regulated

price which is more or less the same across the state.
WA Retail Electricity Price Component
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https://www.erawa.com.au/markets/gas-markets#:~:text=Western%20Australia's%20retail%20gas%20market,capital%20expenditure%20for%20this%20function.
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WA Retail Electricity Prices ... Rising at ~CPI

[0 Orange line on the graph Synergy residential electricity prices (Home Plan Al)
shows the Synergy Home 33 8.0%
Plan A1 tariff . o
[0 Grey line shows the % cost - 6.0%

increase per annum as
seen by consumers which
is around the Cost Price
Index (CPI)
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e COSt per kWh Cents === Cost % increase (pa) source Western Australian Government Gazette. notice of Variation of Tariffs is published

annually by the State Law Publisher

* ABC article from March 2025 highlights cost pressures



https://www.abc.net.au/news/2025-03-07/wa-energy-utility-synergy-sought-near-1-billion-dollar-bailout/105009674

WA Wholesale Energy Market (WEM) QSEN

0 WEM operated by Australian Energy Market Operator (AEMO) according to WEM rules, governed by Minister for Energy and
WA Coordinator of Energy, with Economic Regulation Authority responsible for compliance

0 Currently around 70 generation facilities registered in the WEM, operating ~ 6 gigawatts (GW) of generation capacity.

[l A Market Participant (~100) is a party that transacts in the WEM, buying or selling energy or Essential System Services, or
providing capacity. Trade is via bi-lateral agreements (or PPAs, ~80% of the market and hence not
impacted by the wholesale price*) or bid into the merchant market.

1 Generation dispatched every 5 minutes on merit order — price is one
aspect whilst actual dispatch include a full set of requirements S0
F $100

1 Generally cheapest generation dispatched until operational demand met. 400
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0 Inone 5 minute settlement period all generators are paid the settlement
price, the price set by the last generator (irrespective of volume) which is
likely to be the most expensive. The wholesale price is then set by
averaging all of the five-minute prices in a thirty-minute window.
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1 Thermal generators bid negative prices to stay online. Large renewable

generators can curtail generation, but to recover large scale generation
certificates, often adopt similar policies

5 minute periods throughout a half hour trading period

Generator 1 Generator 2 Generator3 @ Generator4 @ Generator 4



#_Economic_Regulation_Authority
https://www.linkedin.com/pulse/estimating-total-cost-wholesale-electricity-wem-julius-susanto

WA SWIS Renewable Energy Growth SEN

WA market dominated by Synergy — a generator and retailer, and also a RE developer.

The SWIN (South West Interconnected Network) operated by Western Power a GTE and the sole Network Operator,
regulated by the Economic Regulation Authority (ERA).

III

SWIN moved to a “constrained access model” i.e. network capacity limited — not all power generated can be exported.

Network expansion under the Clean Energy Link program is slow, uncertain and at times opaque.

The electricity offtake market is ‘shallow’ — Growth of SWIS Renewable Energy (RE)
more potential developers than buyers as a5
large industry slow to decarbonise. e
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Generation Type and Cost Trends

] Inflation, cost increases / decreases
impacting differing generation types shown
in the diagram opposite.

[1 The current energy mx in the Integrated
Systems Plan and the WA SWIS Demand
Assessment shows a combination of wind
and solar power, backed by battery storage
and gas for firming, forms the lowest-cost
new-build electricity generation mix.

'] Pumped hydro energy storage is used in the
East Coast to provide long duration energy
storage. We don’t have that in WA at scale
and we’re mainly relying on gas for the long
duration energy function at the moment.
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Figure 2-1 Comparison of current capital cost estimates with previous reports (2025-26 $SA, FYB)
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Whole of System Costs — NEM, 2030, 82% RE

[ Latest GenCost uses a systems

. . . 0,
levelised cost of electricity (SLCOE) 188;’ s m Other
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diagram will be different in WA: no
hydro, likely coal will be partially

replaced by more gas, the contribution

from Wlnd and solar PV WI” be Figure 5-1 The projected 2030 large-scale generation share (left) and SLCOE by cost component (right) consistent
. with the 82% renewables by 2030 policy

different.

Source: GenCost 2025-2026

VRE— variable renewable generation; IBR - Inverter-based resources cost such as deployment of synchronous
condensers and grid-forming batteries; REZ — renewable energy zone. O&M — operating and maintenance costs
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WA RE Growth and Costs

] Currently no clear correlation or causation WA RE Growth and WEM Trading Price
between RE Growth and wholesale prices. Wil 30%

[ Wholesale electricity prices controlled by the
balance of supply and demand — the roll out
of large scale RE has been slow to date.
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1 Introduction of the 5-minute market in -

Oct’2023 was a major inflection point
for price volatility on the WEM.
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] Spike up in 2022-23: global natural gas supply

constraints with Russian invasion of Ukraine, 10%

CPI Adjusted Trading Price ($/MWh)
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increased gas prices, increased price
volatility, reducing as BESS came on stream o
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[] Batteries have dramatically reduced system
service costs. e
i . 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
[ Reserve capacity costs have increased. " Source: AEMO |

e CP| Adjusted Trading Price ($/MWh) e Operational RE %
1 WA is aworld leader in deployment of large

batteries on an isolated grid — further state

common user infrastructure investment
1

]
required to complete the transition.
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Want Lower Energy Prices?

0 If you really want lower energy prices then you can’t go past rooftop solar and battery storage, especially with the rebates.
0 Want to lower energy costs even further then Go All Electric for home and transport — save ~$4,500 per year.
[0 Want to make the overall energy transition quicker and more cost effective:

[0 More battery backed rooftop solar, including on rentals, appartments, social housing, community living*

[0 More battery backed rooftop solar on Commercial and Industrial buildings*

D ReSOU rces: WA - Household Energy Use - Current Mix versus Electrified Solar and Battery Household.
Average household energy use including vehicles compared to electrified household with solar, battery, and electric vehicles
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*policy innovation required — see SEN report 11,000 kg CO2-e emissions Zero emissions



https://sen.asn.au/wp-content/uploads/SEN1739-Go-Electric-Leaflet_DIGITAL.pdf
https://rewiringaustralia.org/
https://sen.asn.au/wp-content/uploads/WA-Rooftop-Solar-and-Storage-Optimisation-Report_A.pdf
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WA Energy Transition — What’s The Alternatives?

0 Do nothing —not an option as Premier Coal Mine and Griffin Coal Mine are running out of cost-effective coal reserves,
Griffin in receivership with WA Government support ending in June 2026. Sweating the existing coal and gas thermal
plants results in increasingly expensive maintenance and reduced reliability. In the context of coal and gas price volatility.
NEM studies show sticking with them would see wholesale market prices in the order of 30-50 %.

0 Import coal —not an option for state owned Collie or Muja. Privately owned Bluewater could look at this option?

0 More gas— days of WA having plentiful cheap domestic gas are over. The gas reservation policy proving less effective as
supply dwindles* The Dampier Bunbury Gas Pipeline is operating close to maximum throughput. Investment for further
gas expansion is uncertain and increasingly politically unpopular.

0 Nuclear also known as ‘coal / gas to nuclear’ is a non starter for WA — see our Nuclear Fact Sheet.

0 Less wind, less transmission, more battery backed solar — this is an optimisation as we explored in our recent report.

[0 Other technologies — niche (geothermal, wave, tidal, biofuels, green hydrogen) could play a role whilst demand
response, energy efficiency, orchestrated behind the meter storage as ‘virtual power plans or VPPs’, vehicle to grid will,
when scaled, provide a very meaningful contribution.



https://www.griffith.edu.au/__data/assets/pdf_file/0022/2174413/No.2025-07-The-Counterfactual-Scenario-v2.pdf
https://sen.asn.au/wp-content/uploads/SEN-Did-You-Know-Fact-Sheets_Nuclear-Power.pdf
https://sen.asn.au/wp-content/uploads/WA-Rooftop-Solar-and-Storage-Optimisation-Report_A.pdf
https://sen.asn.au/wp-content/uploads/From-Provider-to-Parasite-Excess-LNG-export-capacity-as-threat-to-WA-gas-market_final.pdf
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More RE and Electricity Costs Conclusion

[ There is currently no clear correlation between increasing RE contribution and higher wholesale prices.

[0 Even when firming of renewables and the transmission costs are taken into account, CSIRO-AEMO via the 2025-2026
GenCost Report using a Systems Levelised Cost of Energy approach found the combination of solar PV, onshore wind,
storage and either natural gas or hydrogen was the least cost technology mix in all cases examined.

0 Inflation, world events, energy market structures and operation, level of competition, supply-demand balance etc have
a greater impact on retail prices.

[0 There are no credible alternatives to a RE led transition that stand up to closer critical examination.

[ Thisis aoncein acentury energy transition, whilst there are costs they are best seen in terms of an investment. The
costs of climate change inaction are several times larger.

[ Western Australia's emissions have been rising, primarily driven by its large liquefied natural gas industry, while other
states are seeing reductions, undermining Australia's national climate goals and its commitment to the Paris
Agreement.




