
TREASURY MINISTERIAL BRIEF 

PDR No:   MB17-000046 27 February 2017 

Treasurer 
cc:   Secretary of the Treasury 

MEETING WITH CEOS OF MANUFACTURING AUSTRALIA 

Timing: You are meeting with the CEOs of Manufacturing Australia at 10:00am on Thursday 

2 March, Parliament House. Manufacturing Australia wishes to discuss Australia’s Energy 

competiveness and energy policies. 

KEY POINTS 

• The Government is committed to providing secure and affordable energy to meet future

energy consumption needs and to underpin strong economic growth.

• The electricity market is in transition. Recent reductions in electricity demand, increases in

electricity prices, increases in the price of gas, entry of renewable generation under the

Renewable Energy Target (RET) and the retirement of large coal-fired electricity generators

are testing the resilience of the National Electricity Market (NEM).

• The Australian Government is undertaking a range of actions to ensure security, affordability,

and lowered emissions in the energy sector. An Energy Committee of the Cabinet has been

formed, and in-depth analysis of potential options is being undertaken in the Independent

Review into the Future Security of the National Electricity Market by Dr Finkel, and by the

ACCC and Dr Vertigan in relation to the gas market.

• Energy costs are a key input cost in manufacturing. A more expensive and unstable energy

system would make it difficult for new investments into manufacturing or re-investment into

existing plants.

Electricity Prices 

• Electricity prices are rising faster than the Consumer Price Index (CPI), and spot market price

variations caused by variables such as weather, generation and fuel mix, and network

constraints are likely to increase in the NEM.

– The electricity price component of the CPI has increased by approximately 112 per cent

over the ten years from December 2006 to December 2016.

– The largest increases in electricity prices, through 2016 to the December quarter, were

in South Australia (up 11.6 per cent).

– Australian purchasing power parity for electricity is slightly above the OECD average.

– The Australian Government understands that Australian businesses are paying more for

their electricity inputs, thus reducing their competitiveness.

• The Government is ensuring that incentives to boost competition, promote innovation and to

offer competitively priced electricity are being put into action.

– Competition is the best way to keep prices low. Steps are being taken to ensure the

Australian Energy Regulator (AER) has the resources it needs to enforce competitive

standards. [The Government announced a resourcing review for the AER in the last

Budget.]
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Gas 

• Gas is a key input cost for the manufacturing sector. 39 per cent of Australian gas is used for

electricity generation, and 31 per cent is used in the manufacturing sector.

– Gas costs are expected to rise over the next few years. Prices are estimated to fall within

an A$7-8/GJ range, compared to the $5-6/GJ range of recent years. This is likely due to

increased exposure to international gas markets and the international price of gas.

• While overall market demand (domestic and LNG export) is being met, some reputable

forecasters project a significant supply shortfall opening up between 2020 and 2030.

– Regulatory restrictions exist in many states which prevent the exploitation of gas

resources, therefore lowering the potential supply of gas to the Australian market.

• The Government has been looking into the state of the gas market, and in mid-2016 the

ACCC undertook the Inquiry into the East Coast Gas Market, the findings of which were

independently reviewed and confirmed by Dr Michael Vertigan in December 2016.

– The Government is currently looking at implementing solutions based on these findings.

Energy Security 

• The composition of the NEM is changing. Closure of existing coal plants will increase short-

term electricity costs, and lower baseload power which may increase grid instability.

– The closure of Hazelwood will take 1600MW or ~4 per cent of capacity from the NEM

and is expected to see electricity price increases in Victoria. Further closures of coal

power plants are expected. Liddell in NSW (200MW) is expected to close in 2021.

• Dr Alan Finkel is analysing the state of Australia’s energy sector and a range of options to

improve it in the Independent Review into the Future Security of the National Electricity

Market.

– Commissioned by the CoAG Energy Council on 7 October 2016. An independent panel

chaired by the Chief Scientist, Dr Alan Finkel is reviewing the NEM’s security,

reliability, and will advise governments on a coordinated national reform blueprint.

– The preliminary report was released on 9 December 2016.

– The final report is expected to be delivered in the first half of 2017.

– Certain options Finkel is looking at include:

: Increased investments in the transmission network’s infrastructure, especially in 

terms of the integration of variable-output renewables. 

: Reforms to market design, such as increasing information and competition in the 

market, and the nature of any investment incentives provided 

: Energy market governance reform in the NEM. To make sure the existing 

institutions such as the AEMC (rule-maker), AEMO (operator), and AER 

(regulator) are all doing their jobs as effectively as possible to help secure the 

reliability and increase the affordability of electricity. 
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Industries, Infrastructure & Environment 
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Contact Officer:
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From:
To: FG Commonwealth State Relations Division
Subject: Media - Energy committee head says Liddell station "about stuffed" and loan mechanism needed

[SEC=UNCLASSIFIED]
Date: Monday, 11 September 2017 10:01:43 AM

https://www.theguardian.com/australia-news/2017/sep/11/energy-committee-head-says-lidell-
station-about-stuffed-and-loan-mechanism-needed

State Engagement and Finances Unit (SEFU)
Commonwealth State Relations Division
The Treasury, Langton Crescent, Parkes ACT 2600
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From: McDonald, Hamish
To:

 SRG Energy
Subject: Re: Vic report into electricity mkt [SEC=UNCLASSIFIED]
Date: Monday, 11 September 2017 7:28:08 PM

Can we make sure we capture these in the ministerial request log (the  one too)

On 11 Sep 2017, at 10:37 am, wrote:

Can you please make a start on the request below from the TO?
I’ll see if we can touch base with ACCC as well, both to see where they are up to
and whether they can offer insights into the Victorian Report.

Cheers

From:
Sent: Monday, 11 September 2017 10:21 AM
To:
Cc: 
Subject: Vic report into electricity mkt [SEC=UNCLASSIFIED]

Hi

We were wondering if it would be possible to get a brief on the Victorian review of
electricity and gas retail markets? We’re looking for a summary of the report and
Treasury views on the recommendations. If it’s possible to get this week that would
be great, but let me know if that won’t be possible.

Thanks

Adviser
___________________________________________________________
The Hon Scott Morrison MP
Treasurer
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From:
To: Quinn, Meghan
Cc: McDonald, Hamish; 
Subject:
Date: Friday, 8 September 2017 2:37:45 PM
Attachments:

Meghan – our comments on the PM&C brief to raise with Dr Gruen
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