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Disclaimersc a e

The information in this presentation:

I  t  ff   d ti  t  h   b ib  f  iti  i  AGL › 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.objectives or the financial situation of investors.

› 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 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 
i di id l i t t bj ti  d fi i l it ti  d h ld k th i   individual investment objectives and financial situation and should seek their own 
independent professional advice.

» Macquarie Equities Conference - Sydney

» 4 May 2011

» AGL External
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Complex market requires strategic optionalityCo p e a et equ es st ateg c opt o a ty

› Continued sharp increases in electricity prices forecast

› Uncertainty surrounding carbon tax

› Significant retail competition

› Soft domestic wholesale gas market conditions

l d d f G› Increasing international demand for LNG

› Soft wholesale electricity market conditions

› Current oversupply in base load generation› Current oversupply in base load generation

› Current oversupply in renewable certificates

› Strength of A$ supports new build generationg $ pp g

» Macquarie Equities Conference - Sydney

» 4 May 2011

» AGL External
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The Integrated Strategy

AGL’s integrated strategy provides access to multiple profit pools and balances risk between 
upstream supply of energy and our customers’ demand for energy

e teg ated St ategy
Managing risk and improving returns. 

upstream supply of energy and our customers’ demand for energy.

UPSTREAM SUPPLY Customer demand

G  NSW l t i it  

Upstream supply

O   t l core

GAS 
PRODUCTION

RENEWABLE 
GENERATION

THERMAL 
GENERATION

› Grow NSW electricity 
customer accounts by 
400,000 to 500,000, 
creating national base 
of 3.5 to 4.0 million 

› Grow base customers 
to maintain natural 

Own or control energy:

› Renewable generation 
60-80% of regulatory 
requirement

› Gas reserves 2,000PJ 
(2P) 

TRANSMISSION
non core

to maintain natural 
market share

› Develop additional 
demand side services 
to leverage customer 
base

› Focus on managing 

› Gas production of 
40%-50% 
consumption 

Own or control capacity:

› Peak / intermediate 
ti  f 80% 

RETAIL MARKETS

DISTRIBUTION
non core

› Focus on managing 
and growing margins

generation of 80% -
120% of flexible 
demand

› Gas storage 
withdrawal of 
250TJ/day 

core

GAS RENEWABLES ELECTRICITY

» Macquarie Equities Conference - Sydney

» 4 May 2011

» AGL External
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Benefits of The Integrated Strategye e ts o e teg ated St ategy
Providing options to access multiple profit pools. 

Develop 
gas 

reserves

Develop 
wind farms 

to self 
supply

Build 
(mainly 
peak) 

generation

Match 
supply and 

demand 
across 

Self supply 
customer 

demand to 
retain all g

portfolio

Lock in low Lock in low Lock in low Increase Contract 

margin

oc o
cost 

contracts

oc o
cost RECs 
on market

oc o
cost  

contracts

c ease
size of 

portfolio
out to take 
advantage 
of others 
balance 
sheets

GROWTH 
OPTIONS

NEM 
VOLATILITY

ELECTRICITY 
PRICE

RENEWABLES 
PRICES

GAS PRICES

» Macquarie Equities Conference - Sydney

» 4 May 2011

» AGL External
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Wholesale electricity market continues to softeno esa e e ect c ty a et co t ues to so te

› Sufficient base load capacity across 

Influences on future wholesale prices. 

Sufficient base load capacity across 
markets

› 9,000 MW wind/other renewables by 
2020

$65 

p
FY11/12 NSW Swap Prices

2020

› Peak demand continues to grow faster 
than underlying demand

$50 

$55 

$60 

› Export coal prices to put upward 
pressure on domestic market

› Surplus gas supply also impacting prices

$40 

$45 

$
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/
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› Surplus gas supply also impacting prices

› Carbon price debate adds uncertainty to 
electricity market

Source: d-cypha

$30 

$35 
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Weak spot prices for both renewables and gasea spot p ces o bot e e ab es a d gas

LREC spot price
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Retail Market Churneta a et C u
Retail markets remain very competitive. 

60.0%

market churn
Jul-04 to Mar-11
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AGL pursues organic NSW growth strategy

› Channels to market:

G pu sues o ga c S g o t st ategy
NSW electricity market churn is on the rise. 

» Aggregators

» Outbound telemarketing

» Door-to-door field sales

» Comparison sites

NSW Pending Churn up ~40%  on 2010 

» Comparison sites

» Inbound calls

» Online self-service

AGL NSW Sales (Jan to Mar) 2010 / 2011
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Online capability launchedO e capab ty au c ed
Easier to do business with AGL. 
› AGL launched online capability – 4 April 

› First of major retailers to deliver fully 
integrated online processing

› Key functionality:› Key functionality:

» Sign-up with AGL

» Arrange next day move-in» Arrange next day move in

» Bills delivered electronically

» Review bill and consumption history

» Change account details

» Set up bill smoothing & direct debit

› Industry best practice in UK ~50% of 
customers manage accounts online.

» Macquarie Equities Conference - Sydney

» 4 May 2011

» AGL External
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Retail – Improving Core Operations

› Aged unbilled customers at historically low 

eta p o g Co e Ope at o s
Strong working capital management. Aged Unbilled Accounts – improving across all categories 
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› Significant reduction in mass market days 
sales outstanding over past four half-year 
periods
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Retail – Improving customer serviceeta p o g custo e se ce
Industry outperformance. 

› AGL market churn continues to outperform 

AGL churn much lower than industry
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» AGL churn 4.5 ppts below industry 15
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› Effective AGL retention activity continues to 
reduced the impact of churn on gross 
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reduced the impact of churn on gross 
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› AGL share of Ombudsman complaints 
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NSW – Unaligned generationS U a g ed ge e at o
Able to support AGL’s NSW retail growth strategy. 

Entity Capacity % of Region
Macquarie Generation 4,839           28.8
Snowy Hydro 2,516           15
Delta Coastal 2,588           15.4
Total 9,943          59.2 NSW Generation Capacity

› Unaligned generation accounts for 
nearly 60% of installed capacity

› Provides significant opportunity for AGL › Provides significant opportunity for AGL 
to source hedge contracts

› Generators seeking to ensure diversity 
of counter partiesof counter-parties

» Macquarie Equities Conference - Sydney

» 4 May 2011

» AGL External
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NSW – AGL adding peak generation capacity
Final investment decision on Dalton expected in 1H FY12.

S G add g pea ge e at o capac ty

› Intermediate/Peaking gas plant

» Permitting site for up to 1,500 MW

» Initially capacity of 500-750 MW » Initially capacity of 500 750 MW 

› Planning application lodged and construction tenders received 

› Attractive equipment pricing (AUD strength to contribute to low $/MW)

› Excellent location: 

» On the grid (330kV transmission on site)

» Transgrid identified future project to upgrade to 500kV

» Moomba to Sydney gas line 3km south of site

» Leverage existing haulage arrangements » Leverage existing haulage arrangements 

» Macquarie Equities Conference - Sydney

» 4 May 2011

» AGL External
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NSW – Newcastle Gas Storage FacilityS e cast e Gas Sto age ac ty

› Infrastructure supply bottlenecks emerging 
in NSW

Final investment decision expected in 1H FY12.

in NSW

› Management of peak gas demand (daily 
and hourly):

» Peak supply during high demand

» Supports development of peaking 
power stations

» Short-term trading market (STTM)

» Emergency supply

FEED  80% l  › FEED program 80% complete 

› EPC bids being evaluated

Project location, gas infrastructure and surrounding AGL Projects

» Macquarie Equities Conference - Sydney

» 4 May 2011

» AGL External
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Renewable Energy Certificates (REC) Obligationse e ab e e gy Ce t cates ( C) Ob gat o s
Policy certainty provides long-term growth opportunity.

› Split between Large and Small Scale 

8.0

9.0

REC (million)

Split between Large and Small Scale 
Renewable Energy Scheme from 31 
December 2010

› Since the scheme split, the LREC price has 

AGL RET Liability

4.0

5.0

6.0

7.0increased to around $40 

› AGL has signed long-term renewable 
supply agreements with customers that 
support its wind farm portfolio: 

1.0

2.0

3.0

support its wind farm portfolio: 

» Victorian De-salination

» South Australian De-salination
0.0

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Macarthur Other committed wind farms

RET LGC Liability + Customer Contracts + GreenPower Long term customer contracts

» South Australian De salination

» Melbourne Water

› AGL has announced that it will not commit 
to any further wind projects until there is to any further wind projects until there is 
the required price signal (LREC and 
electricity)

» Macquarie Equities Conference - Sydney

» 4 May 2011

» AGL External



17

Renewable Energy Certificates (REC) obligationse e ab e e gy Ce t cates ( C) ob gat o s
Surplus continues to suppress REC prices.

› AGL’s REC obligations covered to 2014/15› AGL’s REC obligations covered to 2014/15

› Future wind farm developments timing 
subject to recovery of REC prices

Forecast Industry LRET Balance
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B k dj t d l

› Renewable generation (under 
construction)

ll ( 32 )
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» Hallett 4 (132 MW)

» Oaklands Hill (67 MW)

» Hallett 5 (52 MW)
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Source: AGL
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Upstream Gas Upst ea Gas
Integrated strategy creates growth opportunity.

300

AGL Long-term Gas Supply Contracts AGL Long-term Gas Supply Contracts
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Upstream GasUpst ea Gas

› Gloucester received NSW Planning commission approval

Creating future value.

g pp

› Galilee – 3 production core/test holes over next six months

› Hunter – first reserves booked

AGL share of CSG reserves As at 31 Dec 10

PJ 2P 3P

Gloucester (100%) 669 832

Moranbah (50%) 372 703

Camden (100%) 151 198

Hunter (100%) 142 271

Spring Gully (various, small) 8 10

Sub-Total 1,342 2,014

ATP 1103 back-in rights (50%)* 687 1,495

Total 2 029 3 509Total 2,029 3,509

* Under a 50-year project agreement that commenced in 2000, AGL has no effective exploration rights (or 
ongoing cost obligations) within exploration tenement ATP 1103 (previously designated ATP 364P) as these were 
assigned to Arrow Energy Limited. However, AGL is entitled to participate up to a 50% interest in any commercial 
development by contributing its share of past costs. Past costs are anticipated to be less than $0.05/GJ.

» Macquarie Equities Conference - Sydney

» 4 May 2011

» AGL External
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Bowen Basin/Moranbah Gas Project (MGP)o e as / o a ba Gas oject ( G )

› AGL 50%; Shell/PetroChina (Arrow) 50% 
(operator)

ATP1103 low-risk, high-value gas play.

( p )

› Shell/Petro China proposing LNG Project

» Initially 2-train, 8 Mtpa facility on 
Curtis Island, Gladstone

» Timing of FID late-2012/early-2013

» Recently announced proposed new 
pipeline route from MGP to Curtis ATP 1103

Island

› Total Bowen Basin reserves:

» 2,119 PJ 2P (100% basis)

» 4,396 PJ 3P (100% basis)

› AGL has low cost/low risk back-in rights 

» 50% of ATP 1103 reserves 

Moranbah Gas Project and North Queensland Energy Contractual Assets

» 50% of ATP 1103 reserves 

» At ~$0.05 per GJ

› Active exploration program underway

» Macquarie Equities Conference - Sydney

» 4 May 2011

» AGL External
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Gloucester Gas ProjectG ouceste Gas oject

NSW Pl i  d

Stage 1 approval granted.

› NSW Planning approved:

» 110 wells

» Central processing facilityp g y

» Gas transmission pipeline

» 15 MW power generator 
facilityfacility

» Development by 2016

› Hydrogeological drilling program 
completed and monitoring completed and monitoring 
commenced for Stage 1 area

Stratford 4 well in Gloucester

» Macquarie Equities Conference - Sydney

» 4 May 2011

» AGL External
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Silver Springs Underground Gas Storage ProjectS e Sp gs U de g ou d Gas Sto age oject

› Remaining 50% of Wallumbilla LPG plant and 
Silver Springs to Wallumbilla pipeline 

On target for first storage early-FY12.

Silver Springs to Wallumbilla pipeline 

» Acquired on 8 April 2011

» Pipeline required to transport QGC gas to 
storage project

› Four injection wells completed

› New injection flow lines installed Injection well - Silver Springs 12New injection flow lines installed

› Injection compressor to arrive on site early May

Injection well Silver Springs 12

Wallumbilla LPG Plant

» Macquarie Equities Conference - Sydney

» 4 May 2011

» AGL External
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Strong growth pipelineSt o g g o t p pe e

Project Nominal Capacity Location Type Project Status

Strategic depth and optionality. 

j p y yp j

Hallett 4 132 MW SA Wind Committed - Under Construction

Oaklands Hill 67 MW VIC Wind Committed - Under Construction

Hallett 5 52 MW SA Wind Committed - Under Construction

Macarthur 420 MW VIC Wind Committed - Under Construction

Silver Springs 35 PJ QLD Storage Committed - Under Construction

Dalton 500 MW NSW Gas In Development

Tarrone 600 MW VIC Gas In DevelopmentTarrone 600 MW VIC Gas In Development

Newcastle Gas Storage 1.5 PJ NSW Storage In Development

Barn Hill 150 MW SA Wind In Development

Hallett 3 99 MW SA Wind In Development

Coopers Gap 300 MW QLD Wind In Development

Leafs Gully 360 MW NSW Gas In Development

Solar Flagships 200 MW Various Solar Short Listed

South East Queensland 2 1,150 MW QLD Gas Early PlanningSouth East Queensland 2 1,150 MW QLD Gas Early Planning

South East Queensland 1 360 MW QLD Gas Early Planning

» Macquarie Equities Conference - Sydney

» 4 May 2011

» AGL External
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Disciplined capital managementsc p ed cap ta a age e t

› Asset sales proceeds of $3.2bn (2009)

Utilising spare balance sheet capacity.

» Resulted in under-leveraged balance sheet

› $886m syndicated bank loan refinancing

» To be completed prior to FY11 results
Debt Maturity Profile

$ million

» Strong interest from existing banks and new lenders

› Diversifying funding sources and lengthening 
maturity profile

S$300 d d S l
600

700
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900

1,000

» US$300m raised in United States Private Placement

» Macarthur to be partially funded with 18-year 
Export Credit financing

» Hybrid instruments provide potential to reduce 100

200

300

400

500

y p p
future equity requirements 

› DRP discount of 1.5%

» Participation lifted to ~33% 

0

100

Oct‐11 Jun‐13 Jun‐15 Jun‐17 Jun‐19 Jun‐21 Jun‐23 Jun‐25

» Increased retention reduces need for capital

› Additional equity not required prior to FY14

» Macquarie Equities Conference - Sydney

» 4 May 2011
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SummarySu a y

B ildi  ti lit  i t  tf li› Building optionality into portfolio

› Strong growth in Retail contribution in 2H11 expected

› Accelerated growth in NSW electricity customers on target› Accelerated growth in NSW electricity customers on target

› Nil contribution from Loy Yang expected in FY11 (FY10: $45.1 
million) 

› FY11 Underlying Profit guidance of $415 million to $440 million 
maintained

» Macquarie Equities Conference - Sydney

» 4 May 2011

» AGL External


