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Shaping a sustainable energy future for Australia
AGL’s new brand campaign makes our position clear
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Two strategic imperatives drive AGL’s agenda
Supported by three key objectives 
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Strategic imperatives driving our agenda

Prosper in a carbon
constrained future Build customer advocacy

Key objectives for strategy and decision-making

From: mass retailing 
To: personalised 
retailing

From: operator of large assets
To: orchestrator of large and 
small assets

From: high emissions technology
To: lower emissions technology

Strategic framework to enable delivery

Embrace transformation Drive productivity Unlock growth



1. Growth in renewables long-term depends upon growth in storage
Initial need to firm capacity eventually overtaken by larger need to time shift energy

2. Transition will be from big coal to big renewables, skipping big baseload gas
3. Rooftop solar is limited by area so grid-scale solutions are required
4. Big renewables plus big storage will dominate our energy landscape
5. New market rules needed once electricity is storable

Electricity is headed for a low carbon future
Current Australian market conditions and foreseeable technology suggest the following potential scenario
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Source: University of Melbourne, 2014Source: AEMO

Structural drivers of electricity price 
How did we arrive at today’s wholesale market? 
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Implied cost of new generation
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Cost of new development favours renewables
A major program of new build baseload thermal development in Australia is unlikely
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Source: AGL estimates; assumes capacity factors of 40% for wind, 25% for solar, 75% for CCGT and 10% for OCGT; heat rates of 8 for CCGT and 10 for OCGT.

Downward trend of pricing in 
wind and solar likely to continue



But big growth in renewables depends on storage
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Without storage, renewables capacity will always be limited

Source: AGL estimates; AEMO
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Time-shifted solar example

Demand met by time-shifting Excess supply time-shifted
Solar generation NEM demand

0
10,000
20,000
30,000
40,000
50,000
60,000
70,000
80,000
90,000

00
:3

0

02
:3

0

04
:3

0

06
:3

0

08
:3

0

10
:3

0

12
:3

0

14
:3

0

16
:3

0

18
:3

0

20
:3

0

22
:3

0

M
W

Gas firming example 

Gas firming Solar generation NEM demand



Potential development need is colossal
~$250 billion of renewables and storage investment could be required across the NEM
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Today 
(~15% renewables)

2050 
(if 100% renewables)

National Electricity Market demand  170 TWh 200 TWh

Thermal capacity 45 GW Backup only

Renewables capacity (25% capacity factor)
Rooftop 5 GW 15 GW

Grid-scale 10 GW 75 GW

Implied load-shift requirement (i.e. implied battery demand):
90 GW x 24 hours x 25% capacity factor x 65% time-shifted 350 GWh battery storage

@ $2m real per MW construction cost – 75 GW new renewables ~$150 billion

@ $300k estimated real per MWh construction cost – new batteries ~$100 billion



Storable electricity changes everything 
We need to reimagine the fundamentals of the NEM
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1 Storage cost is lead indicator Lower storage cost = more storage = more renewables = less coal
Outlook for storage becomes key to predicting long-term change

2 Firm capacity needed Short term, we need to solve for intermittency and incentivise storage investment

3 Orderly closure will reduce 
transition cost

Medium term, coal withdrawal must be predictable or transition will be more painful
Building new infrastructure needs long-term advance signals

4 Network configuration changes From few to many sources of generation, networks’ role must evolve with new investment likely 
needed to manage different energy flows

5 Looking ahead, shape reverses Supply, not demand, will define “peak”: more solar means off-peak price will be daytime
Load will shift to when renewables are produced, increasing % renewables used without storage
Tariff reform, particularly time of use, critical to smoothing physical change



AGL is uniquely placed to lead this transition
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AGL wholesale business will lead the shift to renewables and storage

Time

Flexibility to invest in grid-scale renewables/storage as 
economics and policy signals develop
Orchestrator of complex trading portfolio

Orderly withdrawal of coal-fired power plant consistent with 
AGL Greenhouse Gas Policy
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2022: Liddell closure

2035: Bayswater closure

2048: Loy Yang A closure



Underlying Profit after tax expected to be in the upper half of $720-800m guidance range, subject 
to normal trading conditions
Electricity: impact of rising wholesale prices expected to continue

• Forward curve points to sustained improvement

• Impact phased over time due to competition, customer affordability and timing of contracted positions
Gas: headwinds as previously flagged

• Lower margin on rollover of Queensland wholesale contracts, mild July/August weather and supply issues 

• Resulting in $84m lower first-half gas margin; at least $100m lower margin FY17 vs. FY16

Discipline around cost and price management to continue

Rising wholesale electricity prices continue to drive-up short term margin calls; impact on FY17 cash flow will reverse in following years

On track to deliver FY17 guidance
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James Hall
General manager, Capital Markets
P +61 2 9921 2789
M +61 401 524 645
jbhall@agl.com.au

Nicole Rizgalla
Investor Relations Manager
P +61 2 9921 2691
M +61 400 488 836
nrizgalla@agl.com.au

Contact
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Disclaimer and important information
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The information in this presentation:

Is not an offer or recommendation to purchase or subscribe for securities in AGL Energy Limited or to retain any securities currently held.

Does not take into account the potential and current individual investment objectives or the financial situation of investors; and was prepared with due care and attention 

and is current at the date of the presentation.

Actual results may materially vary from any forecasts (where applicable) in this presentation. 

Before making or varying any investment in securities in AGL Energy Limited, all investors should consider the appropriateness of that investment in light of their individual 
investment objectives and financial situation and should seek their own independent professional advice.

Major expenditure remains subject to standard Board approval processes.

Statutory Profit and Underlying Profit

Statutory Profit is prepared in accordance with the Corporations Act 2001 and Australian Accounting Standards, which comply with International Financial Reporting 
Standards. 

Underlying Profit is Statutory Profit adjusted for significant items and changes in the fair value of financial instruments. 

Underlying Profit has been presented with reference to the Australian Securities & Investments Commission’s Regulatory Guide 230 “Disclosing non-IFRS financial 
information” issued in December 2011. AGL’s policy for reporting Underlying Profit is consistent with this guidance. The Directors have had the consistency of the 
application of the policy reviewed by the external auditor of AGL.

Amounts presented as Statutory Profit/(Loss) and Underlying Profit are those amounts attributable to owners of AGL Energy Limited.


